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DEPOSITED BY THE 
NITED STATES OF AMERICA 


PREFACE 


As must be the case in informative discussion of U.S. foreign and 
military policy, much of the testimony received by the subcommittee 
from executive branch witnesses was based on classified material. 

The subcommittee, in accordance with its usual practice, requested 
the concerned executive departments and agencies to review the tran- 
scripts prior to publication in order to recommend deletions essential 
to the national security. 

The subcommittee has not published any material without the con- 
sent. of the executive branch to its declassification, although maximum 
declassification was sought with the objective of making the most in- 
formative presentation possible to the Congress and the public. 

Correspondence on this subject between the subcommittee and 
the executive branch appears on p. 969 as appendix I. 

In cases of major deletions an explanation appears in the text; 
minor deletions are indicated simply by asterisks. 

Porter Harpy, Jr., 
Chairman, Subcommittee on Foreign Operations and Mone- 
tary A fairs. 
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UNITED STATES AID OPERATIONS IN LAOS 


WEDNESDAY, MARCH 11, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForREIGN OPERATIONS 
AND Monerary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 304, Old House Office 
Building, Hon. Porter Hardy, Jr. (chairman of the subcommittee) 
presiding. 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, John S. 
Monagan, George Meader, and Robert P. Griffin. 

Also present: John 'T. M. Reddan, ec a counsel; Richard P. Bray, 
Jr., counsel; Miles O. Romney, counsel; Walton Woods, staff investi- 
gator ; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

This is an executive session of the Subcommittee on Foreign Opera- 
tions and Monetary Affairs, operating under the rules adopted by the 
full Committee on Government Operations earlier this year, under 
specific authority of the Legislative Reorganization Act, and Rule 11 
of the House of Representatives. 

Let the record show the presence of Mrs. Kee, Mr. Monagan, Mr. 
Griffin, and myself, constituting a quorum, 

Before we start, [ want to express appreciation to the Under Secre- 
tary, Mr. Dillon, for his presence this morning. I know that he is 
awiully busy in "these times. I don’t want to impose on you Mr. 
Secretary any more than we have to. I am particularly gr: ateful to 
ou for being with us this morning as we start this series of he: arings 

cause I believe you are in a be tter position to set the background of 
policy on this situation than is anyone else. 

Before we proceed I want to read a brief statement that I have pre- 
pared. 

For several months this subcommittee has been making a compre- 
hensive study of the U.S, aid program for the southeast Asian King- 
dom of Laos. We have sought to find particular answers to broad 
questions which have arisen out of other studies by the subcommittee— 
questions such as the basis for the establishment of force objectives 
and the translation of these objectives into levels of aid. This morn- 
ing, we will begin hearings in furtherance of this study. 

‘A great deal of emphasis has been placed on the military aspect of 
our aid program. Yet, just as essential to sound mutual security is 
the economic and politic al stability of a country which will enable it 
to develop and maintain free institutions and the national solidarity 
essential to oppose both external aggression and internal subversion. 

Military forces are not economically productive in any country, 
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and in a small, less developed country a relatively large milita, 
force must necessarily retard capital growth and impair economi 
well-being. Also, particularly in younger nations, a large milita 
force may have a strong sense of self-perpetuation which could en. 
courage resistance to direction by political authority. 

Laos is the only country in the world where we support the 
entire military budget. Some 85 percent or more of our total aiq 
to Laos goes into support of a 25,000-man military force. I have geen 
different figures but the 25,000 figure is the most recent I have seen, 
Yet, I believe it is generally agreed that an army of this size ig fap 
beyond the capacity of Laos to support unaided now or any time in the 
foreseeable future. The heavy cost of this operation to the American 
taxpayer can only be justified to the extent that accomplishments meet 
objectives. 

It is, of course, no secret that our military assistance programs have 

olitical objectives. This is one of the stated purposes of the Mutual 
ies Act. From the reading of testimony given by responsible 
executive branch witnesses before congressional committees, I have 
recognized what seems to be a sharp divergence of views as to whether 
we are attaining our political objectives in Laos or whether we are 
further removed from their attainment today than we were at the 
inception of our aid program in that country. That bothers me. 
We shall inquire into this, among other subjects during these hear- 
ings, in an attempt to establish the facts. If it develops that we 
are failing in our political objectives we will seek to determine 
whether this failure is related directly or indirectly to the nature or 
administration of our aid program. 

Economic objectives of the U.S. aid program in Laos have never 
been clearly specified, perhaps obscured by our preoccupation with 
political and military goals. Quite often these several] types of objec- 
tives are mutually inconsistent, and determining whether this is the 
case in Laos will be another one of the subjects of our inquiry. 

We have scheduled witnesses from the Department of State, the 
Department of Defense, the International Cooperation Administra- 
tion, and the General Accounting Office, as well as individuals who, 
by reason of contracts with ICA or former employment in the Laos 
U.S. Operations Mission, have information which will aid us in our 
inquiry. 

Because of the security classification which the executive branch 
has placed on much of the information we are seeking, it will be neces- 
sary to take a considerable portion of the testimony in executive ses- 
sion. However, I sincerely trust that at the conclusion of the hearings 
the departments and agencies concerned will find it possible to de 
classify their testimony and documents to the extent necessary to per- 
mit us to issue a truly informative report on our aid activities in 
Laos. (See app. I.) 

For our first witness this morning, we have Under Secretary of 
State Douglas Dillon, who will address himself to the political aspects 
of the matter here under inquiry. 

We are particularly glad to welcome the Under Secretary. 

Mr. Dillon, I have tried to sketch very broadly the purpose of the 
inquiry. I am sure you know from contacts that have been made 
with some of your subordinates that we have been concerned with 
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some information which first came to our attention, I believe, from 
the General Accounting Office. From there we have assembled other 
data which has caused us to go into this on a basis of determining 
whether there is reasonable efficiency and competency in the use of 
Federal funds toward the attainment of the objectives which have 
been stated to be the purpose of our aid to Laos. 

With that background I will be delighted to hear from you. 
Do you have any prepared statement that you want to make first ¢ 

Mr. Dizton. Yes, Mr. Chairman, I have a brief statement which I 
would like to read, which gives the general political background of 
the situation in Laos as we see it today, and I think will be in an over- 
all way responsive to your questions as to what our political objec- 
tives are there and how well we seem to be realizing them at the 
moment, just as of now. 

Mr. Harpy. That is fine. Go right ahead, if you will please. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE, AC- 
COMPANIED BY ERIC KOCHER, DIRECTOR, OFFICE OF SOUTH- 
EAST ASIAN AFFAIRS 


Mr. Ditton. There is reason to be encouraged by the trend of events 
in Laos during the past year. This small country, with its scanty 
population, lack of resources, and long common frontier with Com- 
munist China and Communist North Vietnam is displaying a cour- 

ous attitude in both its internal and external affairs. The open 
ientification of Laos with the free world, the elimination of Com- 
munists from the Cabinet, the commencement of administrative re- 
form, and the accomplishment of monetary reform are examples of 
this attitude. The recent grant of extraordinary powers to the Phoui 
Sananikone Government for a period of 1 year should permit the 
sound non-Communist elements in the country to address their efforts 
without distraction to the consolidation and improvement of the situa- 
tion in Laos. 

The principal objective of our foreign policy in Laos since the cease- 
fire in the Indochina war in 1954 has been to assist the Royal Govern- 
ment to overcome Communist efforts to overthrow it from within. 
Our basic policy has been to encourage the establishment of the strong- 
est practicable non-Communist government, and the development of 
the broad popular support which such a government’ would require in 
order to defend and strengthen its independence. 

Specifically it has been and is our policy to assist the Royal Lao 
Government in reducing the internal Communist threat by the exten- 
sion of economic and military assistance—working with the Royal 
Lao Government we have carried out joint projects in the fields of ad- 
ministration, public works, village improvement, health, agricultural 
improvement, and information. 

You will recall the disappointment at the results of the supplemen- 
tary parliamentary elections of May 4, 1958, when because of a split 
in the Nationalist parties, Communist sympathizers won the majority 
of the seats then at stake. However, the result of this electoral defeat 
was that it dramatized for the non-Communist elements the urgent 
necessity for a unified effort against the Communist Neo Lao Hak 
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Xat. These elements formed a new party, the Lao Hom Lao (Rally 
of the Lao people), and, on August 18, 1958, installed a new g 


overn. 


ment which not only excluded the Communist Neo Lao Hak Xq | 


Ministers who had been admitted late in 1957 but also included sounq 
younger elements chosen from outside the National Assembly. Th, 
new Government promptly promulgated a realistic rate of exchan 
and suspended the import licensing system thus eliminating a bagig 
for corruption and improving the effectiveness of our aid program, 

On January 14, 1959, the Prime Minister, Phoui Sansuikeam ob- 
tained special powers which will permit him to govern until next 
December without any risk of being overthrown by a parliamentary 
combination of Communists, neutralists, and disgruntled conseryg. 
tives. Then on January 26, 1959, he formed an even stronger govern. 
ment based on the Lao Hom Lao Party, the army, and a younger gep. 
eration anti-Communists group known as the Committee for the De. 
fense of National Interests. The Government is pledged to cop. 
stitutional reform which among other things should serve to diminish 
the political possibilities of the Communists. 

In the past year and particularly since the formation of the Phouj 
Cabinet of August 18, 1958, things have gone rather badly for the 
Communists in Laos. Their Neo Lao Hak Xat Party has become in. 
creasingly identified in the Lao public mind with its North Vietnamese 
Communist masters and it has been embarrassed by an increasing nun- 
ber of public resignations of its members. This deterioration of the 
Communist position in Laos is probably largely responsible for the 
renewed military and propaganda pressure being applied by the North 
Vietnamese Communist regime. 

Encouraging and assisting the Royal Lao Government to resist such 
external pressure is a second foreign policy objective closely inter. 
related with the first. Laos, although neutral, has remained ideologi- 
cally identified with the free world. It has declined Communist bloc 
aid offers, avoided the establishment of diplomatic relations with bloc 
members, and generally supported the free world position in interna- 
tional bodies. Nevertheless the pressure from its immensely more 
powerful Communist neighbors (Communist China and North Viet- 
nam) is real and cannot be disregarded. An example is the recent 
series of border incursions by Communist forces from North Vietnam. 

Near the end of last year elements of three Vietnamese Com- 
munist battalions penetrated Lao territory adjacent to the demarca- 
tion line betweer Communist North Vietnam and the free Republic of 
Vietnam to the south. This aggressive action was preceded, accom- 
panied, and followed by strong propaganda attacks accusing Laos 
(population 2 million, army 25,000) of threatening the security and 
violating the frontiers and airspace of Communist North Vietnam 
(population 14 million, army 280,000 Regulars alone). The border 
between Laos and North Vietnam is in general poorly demarcated 
and passes through sparsely populated country. The Vietnamese 
Communist motives for creating tension in this area most likely in- 
cluded a desire to boost the sinking morale of the Lao Communists 
and an attempt to intimidate the Royal Government and thus prevent 
it from taking strong measures against internal subversion. It is also 
likely that the Vietnamese Communists hope to create a situation 
leading to the reactivation of the International Control Commission 
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which had left Laos last July. This Commission contains a Polish 
component which could be counted on to interfere in internal Lao 
matters to the advantage of the Lao Communists and to try to use 
the Commission proceedings as a propaganda instrument against the 
Royal Government as it had done in the past. The leader of the Lao 
Communists had in fact joined in the propaganda barrage by writing 
tothe International Commission in Vietnam and requesting its inter- 
yention in favor of his party in Laos, alleging persecution and depri- 
vation of democratic freedoms. 

The Royal Government responded firmly to these maneuvers by 
requesting and obtaining the extraordinary powers mentioned earlier 
and by clearly setting forth its attitude towards the Geneva Accords 
in two statements of February 11 and February 17. The Royal Gov- 
ernment took the view that it had assumed only two obligations under 
the Geneva Accords of 1954, which required the presence of the Inter- 
national Commission, a cease fire and the reintegration into the na- 
tional community of the former Pathet Lao (Communist rebels). 
The cease fire had been accomplished quickly and the second obliga- 
tion was finally discharged with the conclusion of a political agreement 
between the Government and the Communist rebels in November 1957. 
Lao anxiety to reintegrate the former rebels led the Royal Government 
close to disastrous concessions. Finally, however, such concessions 
were avoided and the agreement was concluded on better terms than 
might have been expected. Once this agreement had _ been reached 
and all qualified citizens had been permitted to vote in the May 4, 
1958, elections the Royal Government considered that it had dis- 
charged its obligations under the Geneva Accords and accordingly 
invited the International Commission to depart. The Commission, 
agreeing that its work was over, adjourned sine die and withdrew its 
personnel from Laos by the end of July 1958. The Lao Government’s 
statements of February 11 and 17 were not a denunciation of the 
Geneva Accords but rather a recapitulation of the position that Lao 
obligations had been fulfilled and that the future of Laos could not 
be mortgaged indefinitely pending a political solution in Vietnam. 

The United States has always held that the views of the Lao Gov- 
ernment concerning the applicability of the Geneva Accords should 
be respected. That continues to be our view. In the face of intensi- 
fed Communist propaganda obviously intended to intimidate the 
Royal Government of Laos it remains our policy to continue by diplo- 
matic means to encourage nonprovocative resistance to external Com- 
munist pressure while reassuring the Lao of the reality of the protec- 
tion they enjoy under the SEATO protocol. 

One of the most significant developments in Laos during the past 
year was the Royal Government’s decision at long last to introduce 
monetary reform. Monetary reform was highly unpopular with many 
people in Laos for a variety of reasons. Some individuals profited 
from the old exchange rate and the import licensing system. Others 
remembered with suspicion the brusque devaluation effected by the 
French in 1953. Others felt that a question of Lao sovereignty and 
independence was involved. Still others honestly felt that devaluation 
would be economically unsound. For all these reasons the Lao leader- 
ship almost unanimously considered devaluation politically unac- 
ceptable and frankly felt its adoption would strengthen the pro- 
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Communist forces to such a point that a weak neutralist government 
might come to power with Communist support. It was only aftp 
the results of the supplementary elections weakened this argumey 
by demonstrating that the Communists had already developed dap. 
gerous strengih that the Lao leaders fully recognized the nee 
of monetary reform. Once they accepted this necessity they moved 
fairly quickly and the Phoui Sananikone government with great de. 
termination forced the measure through the National Assembly in the 
face of Communist and neutralist opposition and despite some nop. 
Communist defections. 

The disastrous consequences predicted by the opponents of monetary 
reform have failed to materialize, and the reform appears to be work. 
ing out successfully. We believe its success will prevent a recurrence 
of abuses in the commercial import program, insure the most effec. 
tive use of all foreign aid, and provide a stable currency as a basis 
for the Lao economy. 

Our policy is to take all feasible steps to insure the success of the 
monetary reform of October 1958. We have arranged for contin. 
ing consultations with Lao officials and their French advisers to this 
end. 

Since the bulk of our aid to Laos goes to maintain the national 
army which, apart from its security function, is still the most effee. 
tive administrative instrument available to the Government for public 
works and public welfare purposes, we have given careful considera. 
tion to the problem of reducing the cost of that army without j 
ardizing the achievement of our foreign policy objectives, 
Embassy (then Legation) in Vientiane after consultation with 
MAAG/Saigon suggested in 1955 a force level of 23,650. The Joint 
Chiefs of Staff set forth the view that this level would be adequate for 
maintaining internal security in Laos. The Lao Government a. 
cepted this level in principle although it wished to retain a level of 
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some 30,000. Current U.S. policy is to support a maximum of 25,000 | 


troops, and, in our opinion this level should be maintained until the 
internal and external security threat permits a reduction. 

In summary, I may say that from the free world’s point of vier 
events in Laos have taken a favorable turn but that the problems 
still to be faced remain enormous in relation to the ability of.the Lao 
to cope with them alone. The mutual security program in Laos, de- 
spite its past difficulties and troubles, is tates responsible for these 
favorable developments. Its continuation is a necessity if Laos is 
to remain free and independent and strong enough to resist the pres- 
sures from its Communist neighbors. 

Mr. Harpy. Thank you, Mr. Secretary, very much. 

Until you got down to this last paragraph I had gotten an impres 
sion that Laos had made such a ede recovery and gotten so well 
on its feet that maybe we could ask them for a little aid. 

I hadn’t realized that the accomplishments in that country had been 
quite as significant since October as you pointed out. I was aware of 
the fact that there had been a monetary adjustment over there. I 
had some discussions on that with Mr. Hoyt Price before he went over 
there, and I believe he helped them to work that out. 

But the stability of the government, and the absence of any Com- 
munist control which you have emphasized here, indicates an accom- 
vlishment that I have a little difficulty recognizing in the face of the 
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information that we have had heretofore. I just hope all that op- 
timism is fully justified. 

Mr. Reddan just handed me a sheet from the budget presentation 
hook which we received last night, and I haven’t seen it. I had under- 
stood it was coming up today. 1 didn’t know it had come over last 

cht. 

"eri ou go ahead ? 

Mr. Reppan. Mr. Secretary, on page two of your statement, at the 
bottom of the page, you state: 

The new government promptly promulgated a realistic rate of exchange and 
suspended the import licensing system thus eliminating a basis for corruption 
and improving the effectiveness of our aid program. 

Do you know, sir, who was responsible for this basis of corruption 
in the original plan, what you have characterized as the basis of 
corruption 

Mr. Dixon. I do not know that you can put any “who” to it. The 
basis of corruption existed because of the system itself which pro- 
vided an exchange rate that was far apart from the actual realistic 
value of the kip, and so there were these exchange control procedures 
necessary, and exchange licenses necessary, and obviously whenever 
you have a system like that, with exchange licenses which are worth 
a great deal of money, there is a basis for corruption in dealing with 
those exchange licenses. That has happened in many countries of 
the world which have gone through that same process. 

Mr. Reppan. Since the artificial rate of exchange appears to be 
generally accepted as the basis of most of our difficulties in our aid 
program in Laos, I would like to ask you, sir, is there anything that 
the State Department or any department of the Government could 
have done initially prior to accepting that rate? Could we have done 
anything to have had a more advantageous rate? 

Mr. Ditton. We do not think so. When we first assumed the 
responsibility in Laos early in 1955, say, or after the Geneva Accords 
were signed at the end of 1954, this 35 rate was nowhere as far out 
of line as it becnme later, and there were perfectly good arguments for 
the fact that it was the proper rate at that time. 

Certainly a year or so later it became obvious that it was not, 
and we then, by every means of persuasion we could, attempted to 
get the situation corrected. 

We talked very strongly to the Laos leaders when they were here 
in Washington about a year ago—a little more than a year ago, in 
early 1958. At that time they more or less recognized in principle the 
economic need to change this system, to eliminate this problem, but 
they pointed out that they were having these vitally important elec- 
tions on the 4th of May, and they said that they felt that if any action 
was taken prior to that, it would result in sharply increased local 
prices, which would favor the Communists. At that time we weren’t 
entirely certain that they were right. In fact, we didn’t think that 
that would be the result, but the people were in the mid-stream of 
the election campaign, it was a very important one, and we did not 
feel that we could do anything further except to press them very 
hard and tell them that after the elections we felt that this thing 
really would have to be corrected. 
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or less justified, because I think one of the reasons the Communig. | fied, squa 
sympathizing party did so well was on account of this feeling thy Do you 
there had been corruption there and that maybe some of the gov. that we W 
ernmental people had been mixed up in it in some fashion or anothe } Mr. D1 

Mr. Reppan. Are you referring there to the Lao Government? ‘| to try an 


Mr. Ditton. Yes, sir. any part 
Then, we asked them to promptly take action after that, and they _ division 
said they would as soon as they got their new Assembly together, j, danger 0 
took them some time to certify these elections and have the Assembly | was as be 
meet. It didn’t meet until—I don’t know the exact date—aroung litical 
early July. By that time we told them that we could no longer ¢gp. Mr. Ri 
tinue to supply aid funds at the old rate and no aid funds were sup- | encourag 
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plied after the 1st of July. competin 

As a result of that I think it was very helpful in leading themt) > = ‘Mr. D 
take action. However, they didn’t take any action until they had! happenec 
solved a more major problem which was the formation of a gover. | electoral 


ment, although non-Communist elements, the main reason they los | Parsons, 
the election, was because they were split and fighting among then. Mr. R1 
selves and they had to, to form a government, amalgamate, and that _ state: 
took a good deal of soul searching and a good deal of political giye The Uni 
and take in order to do that. It occurred in August’ and a Phouj cerning th 
government came into effect. Thereafter the Phoui government im | And beft 
mediately started to negotiate seriously on this problem and reached | @oyernmr 
a settlement which we thought was a proper one and which experts | Accords 
helping them, who were sent there can the International Mone. ial 
tary Fund, also felt was good, and so we then went ahead and promul- | A eeords 
gated that in October. That is about the history of it. | Mr.D 
Mr. Reppan. Mr. Secretary, I understood you to say—correct m |} Mr. Ri 
if I am wrong—that a decision was made originally that this 35-to-1 know wl 


rate was a safe rate. Could you tell me, sir, who made that decision! upon tho 
Was that made by the State Department ? Mr. D 
Mr. Ditton. I would presume that at that time it was probably } they hav 


made by a combination of the State Department and ICA, or what. \ of the ¢ 
ever it was called at that date. I am not familiar with that detail { the Gov 
The future witnesses will be able to answer that. 


; : : Governn 

Mr. Reppan. You prefer that questions dealing with the rate of | yAAG. 

exchange and the decision to accept that rate be addressed to other | Mr R 
witnesses of the Department ? | pated ? 


Mr. Ditton. Yes. That happened long before I arrived here and e Mr. D 
I haven’t had the. opportunity to go back enough into the back-history, | very prc 
Mr. Reppan. Could you suggest some one who would be able to years he 
respond to such questions? | astable « 
Mr. Ditton. I think Mr. Robertson was here all during that time, | Mr. R 
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when you have the ICA witnesses here, Dr. Moyer. Mr. D: 
Mr. Reppan. You refer on page 6—this still has to do with the Mr. R: 


exchange rate—to the brusque devaluation effected by the Frenchin | yr pH 
1953. That is the devaluation of the franc to which you refer? Mr. R 

Mr. Kocner. I think Mr. Robertson or the ICA people could you famy 
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Mr. Reppan. In your answer to the question which I put to you | there be. 
short while ago you, I believe, stated that one of the reasons the non- 
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Communists failed to win the election is because they were not uni- 
fied, squabbling among t hemselves. | | 

Do you know, sir, whether or not our aid program, or any assistance 
that we were giving over there tended to increase that division 4 

Mr. Duton. I would think not. We were using every eet wel 
to try and get them to unite. I had not heard any implication that 
any part of the aid program increased that division. I think the 
division was more because they did not recognize the strength, the 
danger of the Communist Party, and really thought that competition 
was as between two non-Communist groups as to which would have 
political power in the country. “3 | 

Mr. Reppan. Do you know whether we were giving any aid or 
encouragement to any of the non-Communist candidates who were 


competing within the same district for the election ? 


Mr. Drton. The details of what we did in different—what 
happened in different districts and any aid, I don’t know of any direct 
electoral aid at all. That, I think, could best be answered by Mr. 
Parsons, who will be up here on Tuesday. 

Mr. Reppan. On page 6 of your statement, the first paragraph, you 
state : 

The United States has always held that the views of the Lao Government con- 
cerning the applicability of the Geneva accords should be respected. 

And before that I believe you stated that the statement of the Lao 
Government in February was not a denunciation of the Geneva 
Accords, 

As I understand it under those Geneva agreements or Geneva 
Accords we were not permitted to establish a MAAG in Laos. 

Mr. Ditton. That was the general understanding. 

Mr. Reppan. ‘That was the interpretation placed upon it. Do you 
know whether or not any different interpretation has been placed 
upon those accords or those agreements recently ? 

Mr. Ditton. I think that the Lao Government feels that now that 
they have discharged their basic agreements concerning reintegration 
of the Communist elements within the Government, unification of 
the Government, that they are now a fully independent and free 
Government and they would be free if they so desired to establish a 
MAAG. But no decision has yet been reached on that. 

Mr. Reppan. Do you know whether further devaluation is antici- 
pated ? 

Mr. Ditton. Certainly not. As of now this rate seems to be a 
very proper one. I can’t speak for what might happen 3, 4, or 5 
years hence. But as of now it is working very well and seems to be 
astable and fair rate. 

Mr. Reppan. Has the devaluation in any way reduced the cost of 
our aid to Laos? 

Mr. Ditton. Yes, it has. 

Mr. Reppan. Is it reflected in the 1960 budget presentation? 

Mr. Ditton. Yes. 

Mr. Reppan. I haven’t had an opportunity to examine that. Are 
you familiar with any of the details of that presentation ? 

Mr. Dixon. I am not familiar with it in great detail. It is reflected 
there because we are supporting the same size army for considerably 
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less than we did before that rate was changed, which is not 1959 but 
1958, the applicable figure. 

In 1959, if you see the figures there for fiscal year 1959, we made 
in our aid program in this year of revaluation profits from this deya]. 
uation for about 4 months. 

Mr. Harpy. Actually, according to the presentation book, the De. 
fense Department request for fiscal 1960 is absolutely in excess of the 
1959. 

Mr. Ditton. That is what I was answering and trying to explain 
ahead of time. The reason for that is that in 1959 that really applieg 
only to about 8 or maybe 9 months. 

We used profits from the reevaluation of the kip, a portion of them, 


s 


; 


for carrying this defense support, this military budget in fiscal 1959, | 


The rest of them were used for retiring certain borrowings of the Lao 


Government from their central bank. Those revaluation profits apy | 


gone, 

Mr. Harpy. So the defense support funds in the 1960 budget will 
be used, in part, to pay the costs of some of last year’s program, as 
reflected in borrowings of the Lao Government ? 


Mr. Ditton. No, sir. What happened was that in fiscal year 1958, | 


1957, and that time, the Lao Government had borrowed from their 
central bank and had built up a considerable borrowing there. When 
this devaluation took place the funds—there was a good deal of profit 
there because of the devaluation in our aid accounts, the money that 
was deposited in our aid accounts, and we allowed the Lao to use thos 
funds to pay off those former borrowings; and also we used some of it 


to fund our defense support requirements for this year. We covered | 
about 3 months of it. But ICA people will have the exact figures on | 


that. 
Mr. Reppan. Mr. Secretary, you stated that no aid was supplied 
after July 1, and that that acted as somewhat of a lever on the Lao 


Government to bring about the devaluation. During what period of | 


time, do you know, was aid withheld from Laos? 

Mr. Ditxon. It is my recollection—I do not know exactly—that it 
was withheld until either the time of the devaluation or very shortly 
before that when we were certain it was taking place. 

Mr. Reppan. The devaluation took place in October ? 

Mr. Diti0on. Early October. 


Mr. Reppan. So that for a period of time from July to October | 


there was no aid going into Laos? 

Mr. Ditton. No. 

Mr. Reppan. Was this aid placed in escrow ? 

Mr. Ditton. There will be—the Lao Government had certain funds 
of ours which they had available which they could use and which they 
drew down at that time. Also there was certain of our aid that they 
had refused earlier, and that is where this revaluation profit largely 


came from. Ever since, I think it was December of 1957, we hadan | 


agreement with them that our aid would only be converted into kip at 
the rate of the future devaluation, whatever that might be. And so 
that was more or less in escrow in a bank here in New York for quite 
a while. 

Mr. Reppan. So that approximately for one quarter in 1958, no aid 
was going in to Laos? 





Mr. Dt 
Mr. Re 
fact that 
Mr. Dt 
Mr. Re 
then in th 
Mr. Di 
bank bale 
couldn’t | 
was eflect 
Mr. Re 
Mr. D1 
that. 
Mr. Re 
they had 
Mr. D1 
that. 
(The } 
subcomm 
Mr. Red 
refers to | 
exchange h 


U.S. dollar 
French fr: 
Other fore 


Tot 
Mr. BR 


valuation 

Mr. D 
10. But 
after the 
ance it v 
on that ¢ 

Mr. R: 

Mr. D: 

Mr. 
fiscal 195 

Mr. D: 

Mr. Ri: 
pears to 
1959 and 
change r 
an incre¢ 

Mr. D 
cause it ] 
siderable 
count ba 
to reduc 
people— 
they pro 
$11 milli 
The reas 
funding 





—— ewer OF Sor oF eS "FS wt 


phe 


ie i ee 


> 


UNITED STATES AID OPERATIONS IN LAOS 11 


Mr. Dut0n. The first quarter of fiscal year 1959. 

Mr. Reppan. Were any of the activities curtailed by reason of the 
fact that this aid was not going in? 

Mr. Ditton. I don’t think so. 

Mr. Reppan. Was this the withholding of aid which was to go in 
theninthefuture? 

Mr. Duwon. That is right. The Lao had to draw down on their 
bank balance to the point where they got really very low. But that 
couldn’t have gone on but a short time longer, and I say it probably 
was effective in assuring that this change took place. 

Mr. Reppan. Do you know what the Lao surplus was in July? 

Mr. Ditton. I can’t give you that exact figure but we will supply 
that. 

Mr. Reppan. I would like to know that, sir, and the amount which 
they had to—— 

Mr. Dizon. The ICA people will supply you in full detail all of 


(The following information was subsequently submitted to the 
subcommittee by the Department of State :) 
Mr. Reddan’s question concerning the Lao “surplus” in July 1958 presumably 


refers to the foreign exchange holdings of the Lao National Bank. Foreign 
exchange holdings of the Lao National Bank on July 1, 1958, were: 


i cen heights Gains ahd an op il aa tp se ieKone sale cha oeb dls neh $38, 652, 000 
French francs (dollar equivalent) __________ sa ich iee e e aaa aa 3, 874, 000 
Other foreign exchange (dollar equivalent) _....____________ 184, 000 

a 2s ele EES oo a ee a Er 42, 710, 000 


Mr. Reppan. During what period then of fiscal 1959 was the de- 
valuation effective ? 

Mr. Ditton. The devaluation became effective generally October 
10. But because of the fact that we had not supplied any assistance 
after the first of July, I should say from the point of view of our assist- 
ance it was in effect for the whole year, although it only took place 
on that October date. 

Mr. Reppan. So that——— 

Mr. Ditton. None of our funds went in at the old rate during that. 

Mr. Reppan. Do I understand that all of our aid expenditures for 
fiseal 1959 were based upon this new rate of exchange? 

Mr. Ditton. That is my understanding, yes. 

Mr. Reppan. Now here is the reason I asked this question. It ap- 
pears to me when I consider the defense support expenditures for 
1959 and your proposed program for 1960 that, unless the new ex- 
change rate is applied to the whole year 1959, you would actually have 
an increase in your defense support program this year. 

Mr. Dirron. Actually, as I said, it is understood that not only be- 
cause it probably was the whole year but also because you used a con- 
siderable amount of these revaluation profits that were in our ac- 
count based on moneys that has been paid in in 1958—fiscal year 1958 
to reduce our costs this year. I have been informed by the Defense 
people—who will also be able to testify more exactly on this—that 
they provisionally estimate cost to the military budget at just under 
$11 million in fiscal year 1959 and at about $ * * * in fiscal year 1960. 
The reason for that difference is that for about 4 months they say 
funding of the military budget came from revaluation profits. 
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Mr. Reppan. On page 8 of your statement, Mr. Secretary, you 
state: 


It is the current U.S. policy to support a maximum of 25,000 troo 
our opinion this level should be maintained until the internal 
security threat permits a reduction. 

Would you have any prognosis on that? 

Mr. Dizon. I would say probably that in that context the internal 
threat is the most important, to be sure that this stability that we have 
achieved now becomes something relatively permanent. It then might 
be possible to have some reduction in this force. Although with ve 
long borders with Communist North Vietnam, and the possibility of 
very large scale infiltration and other reasons, I think there wil] qj. 
ways be the need for a border force large enough to know what js 
going on along that border. 

I am not competent to speak militarily as to the exact size of what 
that force would be, but I think the Defense witnesses will. 

Mr. Harpy. Actually, from the standpoint of repelling any aggres. 
sion externally, it wouldn’t amount to anything, would it? 

Mr. Ditton. No. I don’t think I said repelling aggression. 

Mr. Harpy. You didn’t. But you are talking about 

Mr. Ditxon. Infiltration, subversion, sending in agents. That kind 
of thing. 

Mr. Harpy. For external aggression that size force wouldn’t be of 
any significance. 

Mr. Ditton. I think it would be of limited significance. 

Mr. Harpy. If you had any aggression from outside you would most 
likely have some increased subversion internally which would place 
even heavier internal burdens on that force. 

Mr. Dutton. Yes, that force obviously is not organized, and it js 
not contemplated that it would stand up and take on in combat North 
Vietnamese Communist divisions. 

Mr. Reppan. Mr. Dillon, on page 8 you refer to the establishment 
of a force level of 23,650 men. I would like to ask you whether or 
not you are familiar with the manner in which force objectives are 
to be determined ? 

Mr. Ditton. Yes, I am familiar in general with the way we are try- 
ing to determine them around the world. Do you mean the past his- 
tory of this? 

Mr. Reppan. I am speaking in general, and then would like to get 
to particulars. PerhapsI can put it to you this way. 

Would it be correct to say that the Joint Chiefs of Staff develop 
strategic concepts which are based on national policy promulgated 
by the National Security Council ? 

Mr. Ditton. That is correct; yes. 

Mr. Reppan. Then on the basis of these concepts two types of force 
objectives were prepared by JCS—the strategic force objectives, 
which represent the military judgment of JCS, and the MAP ob- 
jectives which represent the judgment of the JCS as to the force to 
be supported by the mutual security program ? 
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they then translate what they think the political and economic capaci- 
ties are of Various areas In arriving at what they consider to be real- 
tic MAP force objectives, also taking into account in some parts of 
the world our military capacity to support these objectives. v 

These objectives are then further refined and discussed by the civil- 
‘an side of the Defense Department and ISA and also discussed with 
the Department of State and the ICA. Often there are modifications 
one way or another in these MAP force objectives. _ 

Mr. Reppan. But as to the strategic force objectives, that is the 
basic function of the JCS ¢ 13 

Mr. Ditton. Yes, because those are the military views. 

Mr. Reppan. In the case of Laos, do you know whether or not the 
JCS made any decision as to the force objectives, the strategic ob- 
jectives of Laos ? 

Mr. Ditton. I don’t know the past history. I know there was some 
problem way back when it was first considered as to whether there 
was @ military need, sort of in the line of what the chairman said 
regarding whether it was useful to put military forces in there. Later 
it was decided that the internal security and the political needs of 
the situation did require forces there, and that was reflected in Na- 
tional Security Council policy. After they refused that National 
Security Council policy the JCS did agree that these force goals of 
about 23,000 or 25,000 were proper. 

Mr. Harpy. Would it be accurate to say that the JCS simply 

to a political determination in that case? 

Mr. Dixon. JCS do follow basically, as indicated before, Nation- 
al Security Council policies which are political as well as military. 

Mr. Harpy. Of course, I can understand that. That is one of the 
things that has bothered us in other areas perhaps more than it has 
in Laos. That is why I think it is important that we explore it a 
little bit in this particular case. I have a little trouble understanding 


| how the JCS, from a military point of view, could come up with any 


basison which to recommend a force of 23,650 in Laos, from a military 
standpoint only. 

Mr. Dinton. That is a subject on which we are in continuing discus- 
sion with the Joint Chiefs of Staff. I think it is probably fair to say 
that to some extent political factors, factors of a given situation as 
they exist at a given moment, are taken into consideration by JCS in 
arriving at their strategic force goals. It is hard for us to know 
unless you got them here and questioned them on each case exactly 
the extent of that. But I think it probably is fair to say that their 
strategic force goals are not absolutely purely military goals, as if 
they were starting totally fresh. 

Mr. Harpy. Let me see if we can’t make an analogy, Mr. Secre- 
tary. Wouldn’t it be more accurate to say that in a situation like this 
the JCS finds itself in support of what its superiors have given it, and 
when they come up here before the congressional committees it is 
almost impossible to get any deviation from the figure that is sub- 
mitted by the Department of Defense. When the Secretary of De- 
fense has put his seal of approval on a particular item you can’t get 
anybody at JCS to say that he thinks anything different at all. He 
8 sold hook, line, and sinker on what his superior officer has told him. 
In this kind of situation don’t we have pretty much the same thing? 
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We have a force of 23,650 that is set forth, and agreed to, by the Ny, 
tional Security Council and perhaps by the Secretary of State, ang} Mr. Dit 


they don’t have much choice in that kind of situation, do they? Secretary 
Mr. Ditton. I don’t think that National Security Council—] am | influence 1 
sure they would not set forth the size of the force. Mr. Ha 
Mr. Harpy. Maybe that is not a proper agency to involve there! ago, appa 
Mr. Ditton. They don’t get involved in details like that. —|_ of Defensé 


Mr. Harpy. Who would fix it? 

Mr. Ditton. I think that would be fixed primarily by the Js jy, 
consultation with the Department of State. 

Mr. Harpy. Wouldn’t it be more accurate to say in this kindof, Mr. Du 
situation that figure was fixed by the Secretary of State, by the Da to say ea! 
partment of State, and accepted by JCS? You and I know, being | or the Pr 
realistic, as far as a 23,650-man army in Laos is concerned, it does | for intern 
mean a thing in the world in this total threat of external aggression the voice 

Mr. Dition. I am perfectly willing to say what I think is the fag Mr. Ha 
that the State Department would say that there was a need for an ad. what. kno 
quate force against subversion and to keep internal security. I don} 23,650 wa 
think that we in the State Department would argue in great deta] ment of § 
as between a particular few thousand men in that force. On the othe to keep th 
hand, we would take into account, say you have a force of that si, Mr. Dt 
and you decide maybe you could have an internal security force of fi, I think y 
or ten thousand less and it would be adequate, we would have to take tion at t 
into account the political factors involved in making a reduction such of 28,650, 
as that in the country. You might be able to do it over a periog | Assistance 


of years. Thatis he 
Mr. Harpy. You have to keep the top man happy, so to speak, Mr. Re 
Mr. Ditton. That isright. And the government. troops we 
Mr. Harpy. According to your statement you had an arrangement | Mr. Du 
to try to retain the level of 30,000. | Mr, Re 
Mr. Ditton. That is right. Mr. Dir 


Mr. Harpy. Actually this figure has no real basis other thang | Mr. Re 
negotiated figure to try to keep them happy over there, and one which Mr. Dr 
JCS just put their stamp of approval on because the State Depart | presume 1 


ment had worked it out. Thave bee 
Mr. Dron. I think they worked it out jointly with the PkO| Mr. Rr 
people in Laos. Mr, Dn 
Mr. Harpy. You may not be aware of it—here is a memo from the | Mr: Rr 
JCS relating to the 1954 figures, which says: a capituls 
; rather ms 

: : give us th 

[Security deletion ] Mr. Dn 


That is why I was led to the conclusion that they must have simply _ Mr. Ha 
put their approval on what had been negotiated by the State De | totouch ¢ 
partment. You in 

Mr. Ditton. I agree that the State Department had a large influence that the 
in this, but I don’t like to agree that the JCS ever just puts their | Governm 
approval on anything that we might negotiate. I don’t think thatis | Mr. Dn 
quite an accurate statement. They are influenced by it but I dont | Mr. Ha 
think they go that far. Mr. D1 

Mr. Harpy. It is broadly applied. On the other hand, JCS would | ment wa: 
be subject to being overruled by the Secretary of State if he saw fit | belonging 
to do it on a matter of this kind. i 
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Mr. Dixon. I think actually they would be overruled, not by the 
Secretary of State but by the President. But the Secretary of State’s 
influence in that would be determining I should think. 

Mr. Harpy. In addition to the memorandum that I quoted a minute 
ago, apparently in response to a memorandum from the Secretary 
of Defense, the JCS on January 21, 1955, had this to say : 


[Security deletion] 


Mr. Dion. That is exactly accurate. That is just what I tried 
to say earlier, that the Secretary of State would make the decision, 
or the President would, that it was necessary to have forces there 
for internal security, but then the Joint Chiefs of Staff would have 
the voice in determining that level. That is what happened there. 

Mr. Harpy. Actually in this case of Laos, on the face of it, from 
what knowledge we have, it seems to indicate that the figure of 
93,650 was a negotiated figure which representatives of the Depart- 
ment of State worked out with the Lao Government in order to try 
to keep the Lao Government happy. 

Mr. Dixon. I don’t think that is quite correct, Mr. Chairman. 
[ think you will notice in my statement, I pointed out that our lega- 
tion at that time in Vientiane did make a suggestion for this force 
of 23,650, but they only did it after consultation with the Military 
Assistance Advisory Group in Saigon who gave them military advice. 
That's how it came about. 

Mr. Reppan. Do you know, Mr. Secretary, whether or not these 
troops were ever contained in the JCS force objectives ? 

Mr. Ditton. Ever? 

Mr, Reppan. Yes? 

Mr. Ditton. I assume they are now. 

Mr. Revpan. As of what time? 

Mr. Ditton. I don’t know the exact date when they came in. I 
presume it was shortly after. I think they had been there ever since 
Ihave been here, 1956—57. 

Mr. Reppan. As part of the force objectives for Laos? 

Mr, Driton. I think so. 

Mr. Reppan. We have searched and we found what appears to be 
a capitulation by JCS in fiscal 1959. It is more or less an acceptance 
rather than anything plausible. If there is any document which would 
give us the basis for establishing the date—— 

Mr. Ditton. Surely, we would be glad to get that. 

Mr. Harpy. Mr. Secretary, I have one or two other points I want 
to touch on here. 

You indicated, as I understood you from your prepared statement, 
that the Communists have now been eliminated from the Lao 
Government ? 

Mr. Ditton. Yes, sir. 

Mr. Harpy. And that took place as of when ? 

Mr. Ditton. That took place last August when the Phoui govern- 
ment was first formed. There had been two Communist members 
belonging to the Communist Party who had been in the government 
since the end of 1957 after they signed the agreement reintegrating 
the Pathet Lao through the elections. After the elections when this 
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new government was formed they were eliminated from the goyep, | 
ment. 

Mr. Harpy. So that at the present time there are no Communig 
members ? 

Mr. Ditton. No Communist members, no. 

Mr. Harpy. I was trying to clear that up. I don’t believe that wa; 
brought out in the ICA budget presentation. I shall read this jpty 
the record because although it seems to me it is not in conflict with 
your presentation, it certainly leaves a slightly different impregsio, 
At least it does to me. 

The agreement reached in November 1957 for recovery of the two Communig. 
held Provinces and for reintegration of the Communist Pathet Lao into the Da. 


tional community has presented a danger that Communist capability may jeop. 
ardize the country’s survival as an independent state. 


That is the opening sentence. 


The Pathet Lao obtained legal status as a party, two cabinet portfolios, admis. 
sion of some members to the civil service, and integration of two battalions inty 
the armed forces. Non-Communist Lao leaders have minimized the danger ang 
appear to believe that public opinion requires reintegration. 

I don’t know that I fully understand that last sentence, but I dig 
want to inquire as to the significance of the integration of the tyo 
battalions into the armed forces. Did that increase the figure fron 
23,650 ? 

Mr. Ditton. I think it may have increased it to 25,000. I am not 
familiar with that, whether it did or not. That may have been the 
reason for the increase. 

Mr. Harpy. The statement goes on to say : 

In the parliamentary elections May 4, 1958, Communists and allied candidates 
won 13 of the 21 seats being contested. The Communists’ gain in strength unified 
the non-Communist leaders who then formed a new party and new government | 
which excluded the Communists. | 

I don’t understand what “excluded the Communists” means. | 

Mr. Ditton. That means what I attempted to say. Maybe it wasn't 
written very clearly. It excluded the two Communist Cabinet men- 
bers, which it was earlier stated were taken in at the end of 1957. §o, 
there have been no Communist Cabinet members since last August 
when the government was formed. 

Mr. Harpy. How long is that good for ? 


Mr. Ditton. In view of the new vote which just took place in Janv- 


ary, which is too late to be included in those documents, and the new 
government which was formed the 26th of January, that is good fora 
year, for the rest of this year. The government has extraordinary 
special powers and cannot be upset by the Parliament. Parliament 
voted them those special powers for a year. 

Mr. Harpy. That took place after the last raise in pay ? 

Mr. Ditton. It took os 


Phoui Sananikone announced, I understand, the pay raise to the army 
during the debate in Laos which was going to give them special powers 
for a year. 
Mr. Harpy. Again we gave them some political help unwittingly. 
Are there any questions by members of the committee? 
Mrs. Kee ? 
Mrs. Ker. No questions. 
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Mr. Harpy. Mr. Monagan! — 

Mr. Monaean. Yes, I have a few. ' 

Mr. Secretary, with reference to our overall foreign policy, does 
Laos represent a sort of beachhead of influence as far as we are con- 
cerned inthisarea? — 

Mr. Dixon. Laos is very important to us because it has a very lon 
frontier with Thailand. To the extent that that frontier is maintaine 
as a free frontier, it insulates Thailand from pressure from the Com- 
munists to the north. It also has a good-sized frontier with South 
Vietnam. That has the same purpose and the same benefit. And 
finally, if Laos should fall to the Communists, it would give them an 
avenue to reach Cambodia directly by land where they have tried to 
be active in propaganda and in economic ways. That we felt would 
be very dangerous. ; 

So Laos, even though it has a small population, has a very big area, 
and we feel it is a very key spot to keep in the free world if we pos: 
sibly can. ' 

Mr. Monacan. Are our interests there defensive from our point of 
view, rather than remedial with reference to the form of government 
of the country ? 

Mr. Ditton. I don’t know that I quite understand that. 

Mr. Monacan. Are we more interested in our own defense than in 
the reform of the Government of Laos? 

Mr. Ditton. I think the two go hand in hand, because what we are 
interested in is a Laos that will become soundly wedded to the free 
world and strong enough to stay there. 

It may be some distance in the future because of the pressures from 
the outside—on their own. Therefore, in order to do that we are 
vitally interested in seeing that there is a good Government in Laos 
that can succeed and that the people will support. Because if there 
are big failures in the Government and the people get dissatisfied 
with it, that would give the Communists the opportunity to exploit 
that as they tried to in the elections a year ago and did with some 
success, and could lead to the loss of Laos. So those two objectives are 
very closely intertwined. I would say they are the same. 

Mr. Monacan. Even though some progress has been made, you 
said that the internal threat was the more important, I think, as dis- 
tinguished from external aggression ? 

Mr. Ditton. What I meant by external aggression was actual armed 
attack from the outside. I think that Communist countries are de- 
terred from doing that not by any strength that Laos has, but by the 
strength of the United States and the pledges in the SEATO Treaty 
which include Laos in the area of interest in the treaty even though 
Laos is not a member. 

For that reason we would not expect that there would be any overt 
armed attack ; however, there is this internal threat which is fed con- 
stantly by money and agents and other people from North Vietnam 
and it is really controlled from North Vietnam. The population 
there, particularly in the northern provinces of Laos, is very similar 
tothe population that lives across the border in North Vietnam. So 
itis a very easy way for the North Vietnamese to try to influence 
things. 
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Mr. Monacan. Even though the Communist ministers may be glip. | of them 
inated from the Government, there is a continuing interna] threat 
the stability of the Government that is in existence at the prese very, str 
time? " 

Mr. Ditton. I think it is fair to say that Communist authorities jy _- to get th 
Communist China and North Vietnam will make continuing and mg forward 


mitting efforts to subvert the Government of Laos and the peop] Mr. M 
: @ 
Laos. So that threat does continue. Yon Mr. D 


What has happened in the last year is that it has been diminisheq Mr. Mi 
not only by removing these Communists from positions of authorit Internat! 
in the Government where they could build their strength, but algo jt country? 
has become clearer to the Lao people, as a whole, that this Communig Mr. D 
movement is directed from the outside and represents an externa] cords 
movement, and therefore, as I pointed out, a good number of Laotign | Di La 
citizens who have gone along with this Communist sympathizing party effect wh 
and joined it, voted with it because they thought it was just a nation. | it involv 
alist party or was working in Lao interests, have in the last 6 months, 4 had 
publicly resigned from that party and have left it because they gaiq_ We? 807 
it was controlled from the outside. So that the Communist movement _ $otten 01 


has suffered a real setback in Laos. In Lac 
Mr. Monagan. Because in May of 1958, certainly the election indi. romote 
cated then that there was a substantial popular base to the Communist tha 
efforts. try. Th 
Mr. Drton. That is right. That ¢ 
Mr. Monacan. And you feel that that situation is materially im. for @ nu. 
proved since that time ? the com 
Mr. Ditton. That is our opinion. fact that 
Mr. Monacan. What are the special powers that the Prime Min. ment the 
ister has? agreed t 
Mr. Ditton. They are generally similar to the types of powers that | _ eft. 
were voted to General de Gaulle’s government in France. They have, , The s 


in Laos, of course, a tradition among the governing class, a French | there 1s: 
tradition, and one of the things that happens from time to time in| suppose 
France whenever the Government gets in an emergency, it is tradi- Of co 
tional that the Government asks for special powers to issue laws by | pect to: 
decrees, and to say that the assembly can’t overthrow the Government | ably m 


for a certain period of time. It has to go on a vacation. Mr. \ 
The Lao special powers—I am not familiar with them in all detail—| Mr. E 
in general follow that pattern. Mr. G 
If you are interested in greater details, Mr. Parsons and Mr. Robert- Mr. B 
son next week will be prepared to give them to you. Prett 
Mr. Monacan. To what extent is there a popular representation in aid bud; 
the Government there ? ; pate in t 
Mr. Ditton. The Government is made up of—we have the detailed Mr. I 
breakdown here. Part of them are parliamentary people and part __ first for 
of them are not parliamentary people. ICA mi 


They can give you that detail a little later. The party has init | the Cou 
members of this ao Hom Lao Party which has the majority of the | home. 


National Assembly now, about a 2-to-1 majority. Last s 
Mr. Monacan. There is a parliamentary government ? requeste 
Mr. Ditton. Oh, yes, it was voted in by Parliament. sonally | 


Here we have the figures. It is a new Cabinet of 14 members, in- | their co 
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of them are army Officers; and 4 of them are members of the thing 
called the Committee for Defense of National Interests, which is a 
very strongly anti-Communist reform-minded group made up pri- 
marily of the younger people in Laos, most of whom were not yet able 
to get themselves elected to Parliament but which we consider a very 
forward looking, very hopeful group to have interested for the future. 

Mr. Monacan. Popularly elected with a relatively broad franchise? 

Mr. Drton. The elections are completely bedait franchise; yes. 

Mr. Monacan. I am ignorant, probably, of this, but you refer to the 
International Control Commission. What was their function in the 
country ¢ 

Mr. Duxon. Their function was established by the Geneva Ac- 
cords—it is somewhat different in each of the three countries, Cam- 
hodia, Laos, and Vietnam—and the armistice provisions were put into 
effect which involved cease-fire. In the case of Vietnam, for instance, 
it involved exchanges of troops. Communist troops were in the south 
and had to be moved to the north and vice versa. Similarly, there 
were some Communist troops in Laos and in Cambodia that had to be 
gotten out. . 

In Laos they also had the particular job of supervising or trying to 

romote the agreement to reintegrate the two northern provinces of 
Laos that had been overrun by Communists into the rest of the coun- 
try. That was their major task. 

That they worked at, and it was worked at by the Lao Government 
for a number of years, and that was finished about a year ago. With 
the completion of that, the election of delegates from that area, the 
fact that they were then seated in the National Assembly, the Govern- 
ment then felt the task was finished and asked them to leave, and they 
agreed that their task was finished and they therefore adjourned and 
left. 

The same thing is true—there is no commission in Cambodia, but 
there is a commission in Vietnam still remaining because there is also, 
supposedly, to be a reunification of the country. 

Of course there has been no real progress and there is none in pros- 
pect to accomplish that. So that part of the Commission will prob- 
ably stay in effect for a long time. 

Mr. Monacan. I have no further questions, Mr. Chairman. 

Mr. Harpy. You have no questions, Mr. Griffin? 

Mr. Grirrin. I have no questions. 

Mr. Harpy. I have one or two points to touch on, Mr. Secretary. 

Pretty soon we are going to be considering the ICA budget, foreign 
aid budget. To what extent does the Department of State partici- 
pate in the buildup of the country program in Laos. 

Mr. Ditton. The way these programs are formulated, they are 
first formulated in the field. In the field they are formulated by the 
ICA mission, by the military groups, and by the embassy, which is 
the Country Team. Then they make these recommendations back 
home. 

Last summer for the first time in formulating these programs, I 
requested by personal message that all the ambassadors comment per- 
sonally on the formulation of the program by the Country Team in 
their country, and we got some additional very useful information 
from that, from different areas. That was done in Laos, as in the 

41067—59——8 
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others. Then, those figures are brought back to Washington. They | 
are worked over by the technical people in the ICA in collaboratig, 
with the Department of State regional experts, and finally the figures 
for all these countries have to be approved by me, the overall figure 
Obviously, I can’t go into all details that enter into the formulatioy 
of these thins. But I do approve all of them. 

Mr. Harpy. I am reasonably familiar with the theoretical oper. 
tion of the Country Team and that which you have just outlined, Jy 
practice, the participation of the Department of State has not always 
appeared, to us at least, to conform to the theory. 

Mr. Ditton. That is just the reason that last summer I tried to em. 

hasize the responsibility of the embassy element in the field, which 
is where the raw material really starts from, by asking the ambagga. 
dors not only to take an active part in the formulation of the whole 
affair, but to make this separate comment on their own responsibility 
and over their own name on the submission. 

Mr. Harpy. Of course, I should think that would be very important, 
We have observed varying degrees of participation by the embassies 
in response to their duties to their own Country Team. Sometimes it 
has almost seemed that the mission director was calling all the shots 
and the embassy was hardly anything more than an echo. 

I wondered also whether the operation, after it got back to Wash. . 
ington, really carried through and had any significance insofar as 
State Department participation goes, or whether it is a mere formal. 
ity, almost as it would have to be when it gets to you. There is not 
much you can do except to O.K. it, based on what somebody else tells 
you. 

Mr. Dirton. As I said, I obviously can only resolve differences that 
may exist at that level and see that the thing seems to generally fit 
within a reasonable pattern. But I cannot go into it in detail, 

What happens here is that after preliminary study by the ICA and | 
by the Department we do have a hearing of our own at which usually 
my man, who is called the Special Assistant for Mutual Security Co- 
ordination, Mr. Bell now, who works directly with me and for me on 
this program and has a presidential appointment, he supervises thes 
hearings and in them regional people from the ICA, the regional 
people from the Department of State, representatives of Defense, 


representatives of Agriculture that have to appeal for aid, representa- 


tives from the Bureau of the Budget, all sit down together and over a 
period of a month or more they go over all these submissions. Each 
country is examined individually. There is an opportunity and there 
actually is very detailed discussion back and forth on these pro- 
grams, so that the State Department does have an adequate oppor- 
tunity to make itself heard. Obviously, the effectiveness with which 
that is done probably varies from country to country, depending on 
the abilities of the individual sphere. 

Mr. Harpy. I would be pretty sure that you would have a wide 
variation in the abilities of the people in the field. Some of the pro)- 
ects we have examined in various countries have left a lot to be desired, 
from our viewpoint, and we have consequently questioned the process 
by which projects are chosen, both the initial choice and the subsequent 
substitutions that frequently take place. 
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Mr. Dron. You are certainly correct that we have to rely pri- 
marily on people in the field, the embassies there, and it certainly is 
correct that there has been quite a difference in the level of interest 
that the embassy people have taken in this process. We have for 
the past year been making a very real effort to impress them, and 
to increase that level, and to bring it to a uniformly high level of 
responsibility everywhere. That will take some time. That is a 
difficult process, but I think you are very right in pointing your 
finger at that as a problem. ; ; ; 

Mr. Harpy. I recall one session with an ambassador, I think the 
year before last, in which he complained that he had virtually no 
say in the operation, for any generation of the program. I know 
that on one occasion he protested to Washington because the mis- 
sion director was telling the embassy how to run its affairs. 

Mr. Ditton. Of course, there is an executive order which came 
out in 1955, a Presidential Executive order, which clearly puts both 
the overall responsibility and the authority on the ambassadors. It 
js true that a number of ambassadors did not fully make use of that 
authority, and that is the thing again that we are drawing con- 
stantly to their attention. Also, the fact now that the ICA really 
has been integrated into the State Department back here in Wash- 
ington has made, I think, a very considerable difference in this re- 
gard, because the ambassadors realize that now there is one point 
that eventually decisions can be taken at which was not true until 
about a year ago. 

Mr. Harpy. Some of us have been wondering whether or not that 
integration is a fact or merely a theory. 

Mr. Ditton. It is becoming more and more a fact. I think it 
will be.a complete fact by the time ICA is moved into the same 
building with the Department next year. 

Mr. Harpy. The so-called semiautonomy, if that is what you call 
it, which ICA has, has been a little perplexing to some of us. 

Mr. Ditton. I admit that situation has been somewhat confusing. 
As of about a year ago December, the coordinating responsibility 
was given to me, which was a great advance in carrying out this 
amalgamation; however, it did not complete the process, and ICA 
in its administration operations, and actually in its operations, was 
responsible legally only to the Secretary of State, and nobody in 
between. 

That situation was corrected by a new State Department order 
which was issued the end of January, which regularized the thing 
so that the ICA is now responsible through the direct chain of com- 
mand which runs from the Secretary, the Under Secretary, and my- 
self to the Director of the ICA. So there is not any of that sort of 
special position anymore. 

Mr. Harpy. I can see how that chain of command might help to 
straighten things out at that level. But coordination is extremely 
important at the lower level if you are going to get a reflection of 
State Department policies in ICA projects and programs. 

Mr. Ditton. That is a question of administration and has been 
one of the foremost things I have had on my mind, and I think that 
with this new organization we will improve that. In certain areas 
of the world, it has been very good. In Latin America particularly. 
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But in other areas I think it has been good generally at the workin 
level. I think there has been a certain gap at, say, the level of the 
assistant secretaries of the regional bureaus to their opposite numbers 
in the ICA, and I think that has to be improved and I think it will be 
improved. 

Mr. Harpy. From the standpoint of practical impact, I think it 
is safe to say that in some countries the director of the ICA mission 
outranks the ambassador. 

Mr. Dixon. I think it may be fair tosay 

Mr. Harpy (interposing). I say from the point of —— 

Mr. Dixon. (interposing). Some ambassadors might have allowed 
that to happen. They certainly had no reason to do so. 

Mr. Harpy. Mr. Secretary, there is one other thing that I want to 
ask you about that isn’t directly related to the subject we have been 
discussing, but will come up later in the course of this inquiry, 
The committee has been concerned with Operation Booster Shot, 
We have requested documents relating to it from the Department 
and we have been waiting to receive them for some weeks now, It 
is extremely disturbing to run into this kind of delay, and I wonder 
if you can shed some light on how we might expedite their delivery, 

Mr. Dit10Nn. This is the first I had heard that there had been 
any delay. I will ask Mr. Kocher to answer that, if he can. 

Mr. Kocner. Yes. We have had this request certainly in our top 
priority drawer for quite a while, ever since it was given to us. The 
trouble is it is very hard sometimes to locate all the documents because 
some of them go back a bit. 

Mr. Harpy. Let me make this observation, Mr. Kocher and Mr. 
Secretary. Every one of the documents that we were concerned with 
was in the file which was made available to us and was cleared 6 
months ago. We have not asked for anything that we have not 
already seen. An agreement was reached as to the availability of 
these files, but we have not been able to get any action on our request 
for them. It certainly gives me a rather poor impression of the 
people in the Department who have responsibility for clearing the 
request. 

Mr. Kocuer. I can’t say that these documents are being cleared 
now. We hope- : 

Mr. Harpy (interposing). I don’t see any reason, Mr. Secretary, 
why we should have to go through a hassle of 3 or 4 weeks’ duration 
to have access to documents which were cleared for our inspection 6 
months ago. 

Mr. Ditton. I don’t understand it either. 

Mr. Harpy. Somebody over there is dragging their feet. I hate 
to have to bring this up at this time, but somebody needs to havea 
firecracker lit under them. 

Mr. Ditton. We will make sure that that is done if it hasn’t already 
been done. 

Mr. Harpy. Thank you, Mr. Secretary. 

Mr. Reppan. Mr. Secretary, when you appeared before this com- 
mittee back in January 1958, you were asked to what extent, if any, 
State policy tends to goto ICA. You stated that— 
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must be given to the ICA is myself, I can tell you that we have not given any 
such directions since I have been handling this for 2 months. 

My question is whether or not that has changed in any way since 

our testimony. 

Mr. Ditton. Yes. I think it has not changed in the form that I sit 
down and tell ICA in detail what to do, but I constantly have, and 
have to a larger extent in the period since this went into effect, begun 
to exercise this sort of policy leadership. 

What has happened is that I have discovered that having a central 
place, it has been somewhat less necessary than I expected, because I 
found ICA is now willing to sit down with regional people with the 
Department and generally reach agreement, and vice versa. Our 
regional people in the Department prior to this generally would wind 
up by making a plea to me or to the Under Secretary, Mr. Hoover, 
before, to take some matter up in detail with the Director of the 
ICA. Now, as a result of my urging, they are dealing more directly 
with their ICA opposite numbers and very generally coming to 
agreement. ‘ i 

The outfit that has this on a day-to-day basis and is very active in 
this situation is the office of Mr. Bell, the Special Assistant for Mutual 
Security Coordination, which is being strengthened personnel-wise 
from what it was a year ago when its responsibilities prior to this new 
system were merely that of coordinating views within regional bureaus 
of the State Department. Now, they have these added responsibilities 
of really seeing that there is a real coordination between State and 
ICA, and they are beginning to do that with increasing effectiveness. 

Mr. Reppan. To what extent is there a duplication in State and 
ICA on these matters? In other words, opposite numbers in State 
corresponding to ICA ? 

Mr. Dixon. I think there is very little. There is in the State 
organization, you will generally find, one man who is responsible for 
economic affairs over four or five countries in an office in the State 
Department. He would maybe have the primary responsibility of 
dealing with ICA people who are much more numerous and broken 
down on an individual basis because they have detailed responsibility 
for this. 

Mr. Reppan. One last question, Mr. Secretary. Has there been any 
modification during the last 4 years of our policy objectives in Laos? 
Any materia] modification ? 

Mr. Ditton. I would not think so; no. 

Mr. Harpy. Mr. Secretary, I want to express appreciation of the 
committee for your presence and your very helpful discussion. Thank 
you, very much. We will continue these hearings for a time. We 
will be glad to have you, any of you, if you care to, to sit in on them. 
We hope we will not have to ask you specifically to come back. 

The subcommittee will stand in recess until 2 o’clock this afternoon 
in this room. 

(Whereupon, at 11:45 a.m., the meeting was recessed to reconvene 
at 2 p.m.) 

AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 
Let the record show the presence of Mr. Monagan and myself, con- 
stituting a quorum under the committee rules. 
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Mr. Kocher, will you give the reporter your full name and add | Mr. I 
please, and your title, and then the committee would like to have, Mr. ] 
very brief biographical background. ing the 

into ou 


STATEMENT OF ERIC KOCHER, DIRECTOR, OFFICE OF SOUTHEAS? type of 
ASIAN AFFAIRS, DEPARTMENT OF STATE; ACCOMPANIED By that we 


THOMAS CORCORAN, OFFICER IN CHARGE, LAOS AFFAIRS i 
you: 

Mr. Kocuer. I am Eric Kocher from the State Department, the china, | 
Director of Southeast Asian Affairs Office, a part of the Far Kags —s materia 
Bureau. of the a: 
Mr. Reppan. How long have you occupied that office, Mr. Kocher? Mr. I 


Mr. Kocuer. I have occupied that office since February of last year, the Fre 
A little bit over a year. Before that I was Deputy Director of the century 
same Office. Before that I was in Kuala Lumpur as consul general, of prin 
Before that the National War College. Before that in Brussels for After t 
5 years, starting off my Foreign Service career in 1947. Before that | Praban; 


in the U.S. Army, et cetera. was und 
Mr. Harpy. That is fine. Thank you very much. Then 
What about your educational background, Mr. Kocher? French, 
Mr. Kocuer. I had a B.A. from Princeton in 1932. Also M.B.A, Luang . 
from Harvard in 1934. tember 
Mr. Harpy. Thank you. proclatr 
Mr. Reddan? the Kin 
Mr. Reppan. Mr. Kocher when you are testifying will it be neces Were JO! 
sary for Mr. Corcoran to join in with you at any time / Then 
Mr. Kocner. He perhaps might; yes. a newly 
Mr. Reppan. Then will you give the reporter your full name? declared 
Mr. Harpy. Doso at thistime. Give your full name and your pres |. The | 
ent position. And follow that with a brief biographical background into x) 
if you will. | reoccup! 
Mr. Corcoran. I am Thomas J. Corcoran, Officer in Charge, Laos | The 1 
Affairs, Office of Southeast Asian Affairs, Department of State. the enti 
I have been the Officer in Charge of Laos Affairs since March of the Kin 
last year. Before that for about a year I was Officer in Charge of Then 
Vietnam Affairs. Before that I spent, since 1948, in Foreign Service, ay 
starting out as a Foreign Service Officer in Barcelona, Spain, as vice authorit 
consul, and serving as vice consul in Hong Kong, and at the Embassy ernment 
in Saigon, and at the small legations we then had in Vientiane and at This wa 
Phnom Penh. toward | 
Mr. Reppan. What period of time were you in Vientiane? ate wi 
Mr. Corcoran. From September 1951 until April 1952. general 
Mr. Harpy. Less than a year? The 1 
Mr. Corcoran. Yes, sir. leaders ' 
Mr. Harpy. You went from there to where ? played a 
Mr. Corcoran. To Phnom Penh, Cambodia. Mr. R 
Mr. Harpy. You served all over that part of the world? | ba ig 
Mr. Corcoran. Yes, sir. Then I went back for language training Mr. K 
and served as consul in Hanoi, North Vietnam for a period of about turned i 
14 months. you kno 
Then after a couple of months again in Saigon I returned here to Mr. H 
the Department and remained here on temporary duty until I was | a. 


assigned Officer in Charge of Vietnam Affairs. 
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Mr. Harpy. Thank you. , ; 

Mr. Reppan. Mr. Kocher, as you know, the committee is conduct- 
ing these hearings, as the chairman stated this morning, to inquire 
into our aid program in Laos. In order to. properly evaluate the 
type of aid program that we started there in 1955 it is necessary 
that we be informed as to the political, economic, and military back- 
ground of the Indochina area, particularly from about 1949 to 1954. 
If you could address yourself to that portion of the history of Indo- 
china, particularly as it relates to Laos, I think it would be of 
material assistance to the committee in developing our examination 
ofthe aid program in the subsequent hearings. _ 

Mr. Kocuer. I might very briefly start off with the period when 
the French controlled Indochina, which was at the end of the 19th 
century. At this time Laos consisted of a rather loose aggregation 
of princely states that were usually vassal to Thailand or Vietnam. 
After taking control in 1893 France ruled the Kingdom of Luang 
Prabang in the north as a protectorate and the area in the south 
was under direct French administration. 

Then during World War II, Japanese, of course, displaced the 
French. Before their defeat the Japanese persuaded the King of 
Luang Prabang to declare his kingdom independent. Then in Sep- 
tember 1945 the Prime Minister of this so-called independent kingdom 
proclaimed the formation of the Kingdom of Laos. This was under 
the King of Luang Prabang. At that time the southern provinces 
were joined with Luang Prabang. 

Then in October the King was dethroned, and this was done by 
a newly formed provisional assembly because the King apparently 
declared allegiance to the French. 

The provisional government then formed ruled Laos until driven 
into exile in Thailand in May 1946. At this point French troops 
reoccupied all of Laos. 

The French recognized the sovereignty of Luang Prabang over 
the entire country and the King of Luang Prabang once more became 
the King of Laos. 

Then in August 1946 Laos and France signed a provisional agree- 
ment which gave Laos a considerable amount of administrative 
authority. The Lao constitution establishing a representative gov- 
emment was drafted by a popularly elected constituent assembly. 
This was promulgated by the King in May 1947. Further progress 
toward independence was made when Laos became an independent 
state within the French Union under the terms of the Franco-Lao 
general agreement of July 9, 1949. 

The majority of the Lao-Issara leaders—these were nationalist 
leaders who were in exile at the time—returned, and they have since 
played a rather active role in Lao political life. 

Mr. Reppan. Are they associated with the present Royal Lao Gov- 
ernment? If so, in what capacity ? 

Mr. Kocuer. Not in the Government. These are the people who 
turned into the Neo Lao Hak Xat party, pro-Communists, who as 
you know are excluded from the Government at the present time. 

Mr. Harpy. Where had they been? 

Mr. Kocurr. They had been in Thailand for a while. It was 
really an amalgamation. The exiles in Thailand were composed of 
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some true nationalists who later returned to Laos and took powe 


working with the French, and others who turned toward the Vig, 
nam and who left Thailand to go to North Vietnam and there turn 
into this Pathet Lao group which we have heard about. 

Mr. Harpy. These people had exercised considerable politica) 
leadership prior to their leaving Laos? 

Mr. Kocuer. During the war? 

et Harpy. Yes. They had exercised considerable political leader. 
ship ? 

Mr. Kocuer. For a very short time, when the Japanese left, anj 
before the French came in, there was a short period there when the 
Lao themselves were in control. Then the French returned and 
drove them out and took control of the situation. 

Mr. Reppan. That was when? 
ee Kocurr. May 1946, when French troops reoccupied all of 

aos. 

Mr. Reppan. And those that they drove out were those with Con. 
munist tendencies or those who had associated or affiliated them. 
selves with the Communists? 

Mr. Kocner. I think these are a combination, both. There wer 
some pro-Communists and also some truly nationalist elements a 
the same time. 

Mr. Harpy. From the standpoint of background and capability, 
leadership capability, were these among the more qualified of the 
people in Laos? 

Mr. Kocuer. I think it included probably most of the present 
leaders in Laos today. Most of them were in resistance at one time 
or another against the French. 

Mr. Harpy. Are the present leaders among those of the exiles! 

Mr. Kocuer. Yes. Some. Prince Souphanouvong, the head of 


the Pathet Lao, was in exile; Souvanna Phouma, his brother, one | 


of — Ministers, in several periods after the war also was 
in exile. 

Mr. Harpy. I understood you to say a moment ago that principally 
these exiles formed this new Communist-affiliated party ? 

Mr. Kocuer. Some of them. Some of them did. ‘The exiles who 
were in Thailand were an amalgamation of various elements. Ther 
were some true nationalists and others with pro-Communist tendencies, 
There was a split among these two groups. The pro-Communist 
groups were the ones who finally oriented toward Viet Minh. 

Mr. Harpy. What I am trying to understand—and I am totally 
ignorant on this point—did the most competent people, those most 
capable of providing reasonable governmental leadership, fall in the 
Communist group ? 


r ’ e s ff 
Mr. Kocuer. I wouldn’t think so, no, because the ones who were in | 


exile at the time had a substantial following from people such as 
Katay, Souvanna Phouma, and those other leaders, anti-Communist 
leaders in the Lao Government in the last several years. So that ther 
were some pro-Communists but also at the same time there were mally 
who were not. There was a combination. 

Mr. Harpy. Wasn’t the leader of the Pathet Lao affiliated with the 
leadership in the non-Communist government ? 


Mr. Kocuer. He was part of them at the time. I think he was 


related by blood. 
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Mr. Harpy. How closely related ? 

Mr. Kocuer. Brother. 

Mr. Harpy. Pretty close. 

Mr. Kocuer. Very close. Ls 

Mr. Harpy. He was a brother of the King? — 

Mr. Kocuer. No, brother of the Prime Minister, Prince Souvanna 

a. 
Tor. What is that Prime Minister’s status now ? 

Mr. Kocner. He is now Ambassador in France, I believe. He was 
Prime Minister for quite a while, several years, off and on again. 

Mr. Harpy. And his Communist brother is still operating as head 
of it? : 

Mr. Kocuer. He is the head, Prince Souphanouvong is the head 
of the Neo Lao Hak Xat party, the successor to the Pathet Lao. And 
he was one of the two Ministers who was in the Cabinet at the time. 
Mr. Dillon this morning explained that there were at one time two 
Pathet Lao Cabinet Ministers. And this Prince was one of them. 

Mr. Harpy. Now he has consolidated his Pathet Lao with other 
Communist elements into the new party ? 

Mr. Kocuer. The new party, the Neo Lao Hak Xat party. 

Mr. Harpy. It is a little hard to distinguish, from a standpoint of 
background and leadership, between the Communists and the non- 
Communists. 

Mr. Kocuer. I think this was part of the difficulty and the lack 
of awareness at the beginning among the anti-Communists, both Com- 
munist menace and the real orientation of the Pathet Lao, because 
they always tended to believe, as Mr. Dillon said this morning, these 
others were brothers, resistance fighters and good nationalists. It was 
hard for the anti-Communist to think of this gap in orientation in 
political thinking with the other people, such as Prince Souphanou- 


vong. 

Mr. Harpy. We have seen in this country sometimes a practice of 
a family dividing itself politically and working both sides of the 
street, So to speak, in order to create the maximum gain out of possible 
political considerations. Is there any possibility that the former Prime 
Minister and the leader of the Communists might not have been too 
far apart in their personal philosophies but were divided in their 
governmental affiliations for personal and financial reasons ? 

Mr. Kocner. I don’t think that the financial reasons entered into 
it. I do think that there was a genuine feeling on the part of the ex- 
Prime Minister that his brother, the head of the Pathet Lao, was 
really a good nationalist, and the ex-Prime Minister did not really 
understand the implications of the other man’s pro-Communist feel- 
ings. It was only afterwards that he became much more aware of it. 
Oddly enough it was when Prince Souphanouvong was in the gov- 
ernment, one of these two Cabinet members, and his brother was Prime 
Minister at the time, that some of that awareness developed. Then 
there was a beginning of some friction between the two of them. 

Mr. Reppan. In that connection, do I understand that organiza- 
tionally the Royal Government felt that the Pathet Lao were merely 
misguided Laotians, not truly Communists? And that since that 


time they have become increasingly disenchanted with what they 
found ? 











28 UNITED STATES AID OPERATIONS IN LAOS 


Mr. Kocuer. This was fairly true of most Lao. I think less try 


of the royal family than the others. I think the crown prince ang 
the King, the royal family at Luang Prabang, were probably mop 
aware of the dangers of the Pathet Lao than most of the other Lay 
people. 

Mr. Harpy. Certainly the Prime Minister ought to have had a 
awareness if he were capable of being Prime Minister. He shoul 
have recognized his brother’s affiliations. 

Mr. Kocuer. He should have, and it is something we think he was 
not very keen about. But it took him a long time. I think he finally 
started getting some awareness of it. ; 

Mr. Reppan. Do you think that it was actually due to the fact that 
he was unaware of it, or was this merely a posture he had to assum 
in order to justify the coalition between the Pathet Lao and the Royal 
Government ? 

Mr. Kocuer. I think that is a debatable point. It could be argued 
either way. My own personal point of view is that he was sincerely 
deceived and not aware enough of the ramifications of the Pathet 
Lao and what the Pathet Lao stood for. And that only after his 
brother was in the Cabinet and he saw some of his brother’s maneuver. 
ings—because his brother was Minister of Planning and had a fairly 
responsible job—at this time there did seem to be some awareness de. 
veloping in the ex-Prime Minister which in turn engendered some 
conflict between the two. 

Mr. Reppan. I don’t want to get ahead of your story. I just want 
you to keep that in mind, about his position as Minister of Planning 
in the government. When we get to that point I would like your 
observation as to what function he performed in connection with our 
aid program. In other words here is a man now labeled as a Con- 
munist, apparently associated with the government in a way that he 
could influence our aid program. When you reach that point I would 
like your comments on that. 

Mr. Kocuer. All right. 

I think we had gotten down as far as the Indochina war. 

During this time there was a moderate amount of guerrilla activity 
in Laos, stimulated by an overflowing from the Communist Viet Minh 
activity in Vietnam. There was no major military campaign in Laos 
until April 1953. However, the Pathet Lao, which was the executive 
arm of the Communist-controlled mass organization called the Neo 
Lao Issara Front, which was formed for the purpose of penetrating 
and subversion in Laos, existed in North Vietnam from about 1951 
This front was formed by Prince Souphanouvong, the one we had 
mentioned before, and a handful or other former Lao leaders who 
broke with the Lao nationalist exiles if Thailand. This explains the 
split we talked about before, when these latter chose to return to Laos. 

The Communist leanings of these Pathet Lao leaders can be traced 
to early 1949. Their subsequent indoctrination leaves no room for 
doubt as to their present Communist character. The Communist 
Viet Minh force attacked northern and central Laos in 1953 and 
1954. With them they brought a number of Lao military units con- 
trolled by the front as well as the pseudo-government which was 
called the resistance government of Pathet Lao. 
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Under the shield of Viet Minh military power these Pathet Lao 
elements implanted themselves firmly in the two northern provinces 
of Sam Neua and Phong Saly and brought pro-Communist elements 
in the rest of Laos into very tight control. Now we come to the 

eriod of April 1954, which is the period of the Geneva meeting. 

Mr. Reppan. How strong were the Pathet Lao at that point, 

ically. 
Sdiicann. I am not sure that we have the exact numbers. If 
you would like we can look into it. 

Mr. Harpy. I don’t know that you would have exact numbers, 
That would be a little difficult to get. But relatively, and with re- 
spect to the relations with the provinces, do you have any knowledge? 

Mr. Corcoran. Probably it would total 2,000 or 3,000; most of 
whom at that period would have been Vietnamese. 

Mr. Harpy. They were Vietnamese living in the two northern 
provinces of Laos? Litt) 

Mr. Corcoran. That is right, and operating under the banner of 
the so-called Pathet Lao. 

Mr. Reppan. What proportion would they bear to the total popula- 
tion of those two northern provinces? 

Mr. Corcoran. As I recall at that time it would be very small. 

Mr. Harpy. Percentagewise what would they represent in terms 
of literacy, with respect to the rest of the people? 

Mr. Corcoran. A good many of the early Pathet Lao were racial 
Vietnamese from Vietnam. 

Mr. Harpy. Most of those were literate and had some developed 
intelligence and education ? 

Mr. Corcoran. Yes, indeed. 

Mr. Harpy. Wasn’t that different from the natives in those two 
northern provinces ? 

Mr. Corcoran. Yes, sir. 

Mr. Harpy. So that insofar as the literate element in those two 
northern provinces are concerned, the 2,000 Pathet Lao might have 
been a pretty high percentage ? 

Mr. Corcoran. Except, I believe, they did a lot of coming and 
going in and out of northern Vietnam. 

Mr. Reppan. Were they part of the Vietnamese? 

Mr. Corcoran. Yes. The whole Pathet Lao movement was really 
a ramification of the north Vietnamese Communist Party. 

Mr. Harpy. I want a picture of the relative strength of the Pathet 
Lao in these two provinces from the standpoint of those who were 
capable of participating in government, or of exercising some voice 
in government, even remotely. 

Mr. Kocurr. I am not sure if they were more intellectual or lit- 
erate or advanced in most ways so they could control or participate 
in government more. They had their share of literate people, people 
who could control government. I am not sure we have any figures 
which would indicate this kind of literacy that you are interested 
in. We will look into it and see if there is anything. 

Mr. Reppan. At that time were they more of a guerrilla force 
than a member of the community of the two northern provinces? 

Mr. Corcoran. They were primarily semimilitary guerilla forces. 
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Mr. Harpy. If they were coming and going they must have hag | 


some predatory characteristics, taking advantage of the native. eee 
Wouldn't that be right? ae 
ee : sented 
Mr. Corcoran. During the whole period of the Indochina Wy attemp 
the conditions of general insecurity in and around northern Laog wer The 
such that you couldn’t travel out of any of the large cities withoy Agreen 
fairly strong armed escorts. cet to 
Mr. Harpy. In an area like that, where you have a sizeable number for the 
of armed guerillas coming in from a nearby country, comj reinteg’ 
and going, they had to be living off the land and off the people who The 
were there, parasites, so to speak. Predators I think would probably secret k 
be a better name for them. I am trying to understand if that is about in 1955 
what these people consisted of ? No poli 
Mr. Corcoran. It is. But in many cases they were careful to Pathet 
cement good relations with the population. Some of them for example rovine 
were close even in the early days from among the different tribal t P This 
in North Vietnam who had counterpart people of the same blood of thin 
types scattered around northern Laos. We have heard reports of the Rov 
others farther south, even dressing in native style and filing their teeth At th 
so they would look more like the permanent tribesmen in some areas, French 
Mr. Harvy. They were actually emissaries of the Communists who With 
were practicing subversion ? early it 
Mr. Corcoran. Exactly. a cland 
Mr. Harpy. They would have to be more intelligent than I have militar 
been led to believe the average inhabitant native of those northern ments, 
provinces is. the Roy 
Mr. Kocner. Certainly, they lived off the land, too. I think your that “ir 
word “predatory” is quite appropriate. was pli 
Mr. Siedler Where was the Prime Minister at that time? ment. | 
Mr. Corcoran. The present Prime Minister? Govern 
Mr. Harpy. Yes? | further 
Mr. Corcoran. The present Prime Minister has been in and out of | up thei 
the Cabinet in one form or another since right after World War IL two pro 
Mr. Harpy. What I want to get at is why was this intelligence In D 
apparently kept from the Prime Minister, or why did not he know and Co 
of the true activities of the Pathet Lao? which \ 
Mr. Corcoran. You mean the ex-Prime Minister? ments, 
Mr. Harpy. Yes? the Pat 
Mr. Corcoran. I think he knew. ment er 
Mr. Harpy. He was not exiled. He was present in the country. continu 
Mr. Corcoran. That is right. He came back about 1949. I don't tary att 
think that Souvanna Phouma was ever ignorant of the facts. He despite 
just interpreted them in his own Laotian sort of way. the ger 
Mr. Kocuer. The Lao are very sentimental about their family re Althe 
lations. In this case it proved so exactly. So I am afraid his judg: | _ province 
ment was obscured. 1956, tl 
Mr. Reppan. Will you proceed. portion 
Mr. Kocuer. This brings us then to April 1954, the time of the | _ politica 
Geneva meeting. the two 
As you remember, there were countries represented such as Cam- __ ment. 
bodia, Vietnam—that is the Democratic Republic of Vietnam, which Even 


is the Vietminh—France, Laos, Communist China, U.S.S.R. and the | achang 
United Kingdom. They all met at Geneva to discuss the problem of | Version 
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restoring _ to Indochina. The United States attended as an ob- 
gerver. Lhe Viet Minh claimed that the Pathet Lao should be repre- 
sented at the conference and fighting in Laos was intensified in an 
attempt to demonstrate the importance and power of the Pathet Lao. 

The Pathet Lao, however, were not admitted to the conference. 
Agreement was reached in July 1954 on the cessation of hostilities in 
Laos to set aside the northern provinces of Sam Neua and Phong Saly 
for the provisional regroupment of the Pathet Lao pending their 
reintegration into the national community. 

The Geneva Agreements further provided that general elections by 
secret ballot in which “all citizens” would participate would be held 
in 1955 as the means by which the Pathet Lao would be integrated. 
No political status in Sam Neua and Phong Saly was accorded to the 
Pathet Lao, and the Royal Government was to administer these 

rovinces. 

This is a very important provision because this is exactly the sort 
of thing that the Pathet Lao did not accept, and they never allowed 
the Royal Government to administer or to control these areas. 

At the same time all of Viet Minh and all but a specified number of 
French troops were to withdraw from Laos. 

Withdrawal and regrouping of troops were officially completed 
early in November 1954, although the Communists undoubtedly left 
a clandestine network behind. At first the Pathet Lao claimed full 
military and political control of both provinces, terse aw to the agree- 
ments, but later they announced they were ready to collaborate with 
the Royal Government in applying the Geneva Accords. They stated 
that “in principle” the Pathet Lao administration in the two provinces 
was placed under the supreme authority of the Royal Lao Govern- 
ment. The Pathet Lao were unwilling, however, to permit Royal Lao 
Government officials to enter the Pathet Lao-controlled areas. In 
further defiance of the agreements, the Pathet Lao continued to build 
up their military power and to attack National Army posts in the 
two provinces. 

In December 1954 the International Commission for Supervision 
and Control composed of India (Chairman), Canada and Poland, 
which was established to supervise the execution of the Geneva agree- 
ments, recommended that talks between the Royal Government and 
the Pathet Lao be held as a means of attaining the political settle- 
ment envisaged therein. These talks began on January 18, 1955, and 
continued intermittently amidst occasional renewed Pathet Lao mili- 
tary attacks. No real progress was made in 214 years of negotiation, 
despite a long series of paper agreements; the Pathet Lao boycotted 
the general elections held in December 1955. 

Although the Royal Lao Government’s right to adminster these two 
provinces was again recognized in the ICC’s resolution of January 7, 
1956, the Pathet Lao remained in actual military control in major 
portions of the two provinces until the conclusion of military and 
political agreements in November 1957. And this was the time when 
the two Pathet Lao cabinet members were admitted into the govern- 
ment. This was one of the prices paid for this kind of reintegration. 

Even then, Communist agreement to these accords represented only 
a change in their tactics from armed rebellion to infiltration and sub- 
version. As a result of the accords the Communist leaders achieved 











32 UNITED STATES AID OPERATIONS IN LAOS 


legality and respectability as well as the prestige attaching to the | 


possession of two cabinet portfolios which they managed to hold untjj 
August 1958. ; 

Since that time there has been no cabinet representation among the 
Communists. 

Mr. Harpy. I think we will have to stop here for the time being 

We had two Pathet Lao coming into the cabinet, one of whom was 
a brother of the Prime Minister. I wonder how in the world, con. 
sidering the manner in which these Communists operate, you could 
distinguish between them, these two brothers, one a Prime Minister 
of a supposed non-Communist government and the other the leader 
of Communist group in that nation; and the two serving in the 
same cabinet, one subordinate to the other, theoretically. It would 
certainly be a wonderful place to have a subversive. It would be 
the finest thing possible to get him in as the Prime Minister and 
nobody would ever know the difference. 

It worries me that this is the kind of situation that we had con. 
fronting us. 

We have to answer the roll call now. We will come back as soon 
as possible. 

(Whereupon, a recess was taken.) 

Mr. Harpy. Let the subcommittee come to order. Let the record 
show the presence of Mr. Meader and myself, constituting a quorum 
under the committee rules. 

Mr. Reppan. Will you proceed ? 

Mr. Kocuer. I will go very briefly into political developments 
since 1955. 

There were elections in December that year, at which time 39 men- 


bers of the Assembly were elected. From then on until March 1956, | 


a conservative pro-Western coalition composed of nationalists and 
independent parties generally dominated the Assembly. 

Katay was the first Prime Minister after the December elections, 
He resigned in February 1956, following the organization of the 
new Assembly, and then after Katay failed in two attempts to recon- 
stitute a government then Prince Souvanna Phouma did succeed in 
forming a new government. 

He resigned in May 1957, when he construed an adverse vote on 


him upon his policy of handling the Pathet Lao negotiations as 4 


vote of no confidence. 

There was a second Prince Souvanna Phouma cabinet in August 
November 1957, and then Souvanna resigned in order to form 4 
coalition government which included two Pathet Lao representatives 

Subsequently, there was a third Souvanna Phouma cabinet in Ne 
vember 1957, which went through July 1958. Although this cabinet 
was intended to last only until the May 4 supplemental elections and 


the subsequent reorganization of the Assembly, its life was extended | 


by the difficulties of the two conservative parties in reaching a com- 
promise allowing them to unite and form a cabinet, and this cabinet 
would exclude the pro-Communist Pathet Lao. 

Mr. Harpy. Let me interrupt you a minute there. I want to tr 
to understand when they got rid of the two Communist cabinet 
members. 

Mr. Kocuer. The two cabinet members came in in November 199i, 
and lasted until the elections were on—May 4, 1958. And then at 
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the time of the reconstitution of the new government, which was in 
x > . T - 

August 1958, the Pathet Lao, or the Neo Lao Hak Xat as they are now 

called, were excluded from the government. : ; 

In other words, the two Pathet Lao people were in the Souvanna 
Phouma cabinet between November 1957 and May 1958. 

Mr. Harpy. I had the impression that the elections of May 1958 
increased the Communist representation. Isn’t that true ? 

Mr. Kocuer. These were the results of the elections at that time. 
The Neo Lao Hak Xat made the strongest showings in the elections 
and they won 9 out of 21 contested seats. Only 21 seats were being 
contested at that time. In addition to that the Leftist party won 
four seats. So, you could say the Leftists won about 13 out of the 21. 

The Indepencent and Nationalist parties—in other words, the two 
anti-Communist parties—won the remaining eight seats. The reason 
they did so badly is because they had split the vote. 

Mr. Harpy. Notwithstanding the fact that the Communists actually 
increased the number of seats that they held, they lost the two cabinet 
posts following that election ? 

Mr. Kocuer. That’s right. 

Mr. Harpy. That indicates, then, that the non-Communist forces 
were not working together prior to the May 4 election. 

Mr. Kocuer. That, and remember there were only 21 seats being 
contested. But the whole Assembly was 59. So that you did have a 
majority of the anti-Communists in the overall. 

Mr. Harpy. You must have had some Communists already in the 

vernment to have the two Pathet Lao members in the cabinet, 

idn’t you? 

Mr. Kocner. Yes. You had the Rally of the Lao People. This was 
the anti-Communist group which was formed to be composed of the 
Independents and Nationalists. They had 36 seats and they dominated 
the conservative bloc which controlled the Assembly. 

In addition to that they had a small group called the National Union 
Party, with two seats and two unafliliated deputies, who also cooper- 
ated mostly with the conservative alliance. The opposition controlled 
19 seats. 

Mr. Harpy. The only point I was trying to clear up was that prior 
to the May 4 election, 1958, you had two Communist members of the 
cabinet ? 

Mr. Corcoran. No, sir. Before the election, there were no Com- 
munists. 

Mr. Harpy. You had two Communist ministers, according to the 
statement just made, who came in in the latter part of 1957. Isn’t 
that right ? 

Mr. Kocuer. This was not as a result of the election but as a result 
of the agreement. 

Mr. Harpy. I understand. It was asa result of the agreement with 
the Pathet Lao that brought the two provinces in, is that right ? 

Mr. Kocrer. Right. 

Mr. Harpy. Then, the election followed that agreement, which put 
two Communists in the cabinet. I suppose it did not have any effect 
at that time on the number of Communist seats in the Parliament, or 
whatever you call it. Did that change as a result? 

Mr. Kocuer. The number of Leftist votes after the elections in- 
creased. But it still was not anywhere near a majority. You see, the 
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elections did result in a Communist victory but the elections were only | 





for 21 out of the 59 seats. So that, even though 

Mr. Harpy. I realize they didn’t have a majority. But they diq 
strengthen their representation. Notwithstanding the fact that the 
did strengthen their representation, they somehow managed to lose the 
two cabinet posts. 

Mr. Kocuer. That’s right. This was done through Phoui. 

Mr. Reppan. What two posts did the Pathet Lao hold Prior to 
the election ? 

Mr. Kocuer. One was Minister for Planning; and the other, Minis. 
ter for Religion and Fine Arts, I believe. 

Mr. Harpy. Was the Minister for Planning the brother of the Prime 
Minister ? 

Mr. Kocuer. This was Prince Souphanouvong, the brother of the 
Prime Minister. 

This brings us to the first Phoui cabinet, in August 1958. That 
lasted until January of this year, 1959; and in between you remem. 
ber, last October, one of the great achievements of this cabinet was the 
effectiveness and the implementation of monetary reform, the thing 
that had been batted back and forth for several years. 

This was finally accomplished at that time, last October. 

Then, in January, the Crown Prince opened a special session of the 
National Assembly which voted extraordinary powers to the Prime 
Minister until December 1959. Then, acting under these powers, 
Phoui formed a new cabinet of 14 members, including four members 
of the Committee for the Defense of National Interests—these an 
anti-Communist reform-minded members of the younger generation— 
in other words, some new faces for a change, people who seem to have 
a great political future—as well as three Army officers and seven mem- 
bers of the Rally of the Lao People, so-called Lao Hom Lao. 

The new government pledged itself to constitutional reform, mor 
or less in the de Gaulle pattern, in other words, to enable Laos better 
to cope with the problem of internal Communist subversion and the 
underlying problem of economic development. 

This brings us up to the present day. 

Mr. Reppan. With respect to the Minister of Planning, could you 
tell us what control he had over ICA projects or other activities? 

Mr. Kocuer. We think that he has been bypassed or was bypassed 
during the period when he was Minister of Planning. The USOM 
people dealt with the officials under him in respect to aid procedures 
and aid matters. 

Mr. Harpy. Weren’t we naive, too? 

Mr. Kocuer. No, we really think that worked out. I think he tried 
to get control of some of these things but I think he was, by and large, 
unsuccessful because there was no change or orientation of any kind 
in our aid, or any suggestions from him which would try to makes 
new orientation or change. I think he may have been going very 
slowly and he may have had this in mind eventually to accomplish, 
but he wanted to be on his good behavior in the thing. 

He wasn’t in there long enough to make himself felt. 

Mr. Reppan. Then, as I understand you, it was the considered judg- 


ment of the State Department that he had no control over ICA projects | 


or programs; is that right? 


— 


Mr. FE 
the oa) 
Mr. 

Mr. F 
to appr 
tions w] 
Commu 

Mr. I 
was acti 

Mr. I 
make al 

Mr. E 

Mr. C 
underw 
Works | 
Plannin 
with the 

Mr. I 
approve 

* r.C 

Mr. I 
there w 

Mr. C 

Mr. I 
played : 
Do you 

Mr. € 

Mr. I 
you mig 

Mr. I 

Mr. | 
operati 

Mr, } 
same de 
munist 

Mr. ] 
fairs si 

Mr. } 

Mr. I 

Mr. ] 
office, Vi 
Plannit 

Mr. ] 
great d. 
there v 
happen 
cations 
any wa 

Mr. . 
office, a 
look in 
plannir 


41 


ey 
he 


Lat 
m- 
‘he 
ng 


the 
me 
TS, 


ore 
ter 
the 


you 


sed 
YM 
res 


“ied 
ree, 
ind 
e a 
ery 
ish, 


dg- 
ects 


UNITED STATES AID OPERATIONS IN LAOS 35 


Mr. Kocuer. We had no indication that he affected ICA projects or 
id program 1n any way. 
ihn or. Aistunlly he had to approve them as Minister. 

Mr. Kocuer. I am not sure of that point. I suppose he would have 
to approve it. But he didn’t seem to try and change the recommenda- 
tions which came up to him from people in his ministry, that is, anti- 
Communists. , wt 

Mr. Harpy. During that period of time the Minister of Planning 
was actually spending a lot of money 4 

Mr. Kocuer. I am not sure of that. Mr. Corcoran would like to 
make an observation. 

Mr. Harpy. All right. 

Mr. Corcoran. As I understand it, the projects which were already 
underway were pretty much in the hands of the Ministry of Public 
Works and the Ministry of Health, and other ministries apart from 
Planning, and the ICA representative we understand dealt largely 
with the personnel of those ministries. 

Mr. Harpy. With respect to those projects which had already been 
ap roved # vil 

r. Corcoran. That’s right. 

Mr. Harpy. They had been approved by his predecessors. Maybe 
there weren’t any approved while he was there. 

Mr. Corcoran. That ismy understanding. * * * 

Mr. Harpy. Do we have any information as to whether he actually 
played a part in the spending of any money for the Communist Party ? 
Do you have any information ? 

Mr. Corcoran. I don’t know. I can obtain it. 

Mr. Harpy. We will try to obtain it from somebody else. I thought 
you might know something about it. 

Mr. Kocuer. Notas far as we know. 

Mr. Reppan. I would like to make reference at this time to the 
operation “Booster Shot.” 

Mr. Meaper. Before you get on to that; were you in charge of the 
same desk at the time, this period of 8 months or so, when the Com- 
munist was the Minister of Planning? 

Mr. Kocuer. I was in charge of the Office of Southeast Asian Af- 
fairs since February 1958 ; in other words, the last year. 

Mr. Meaper. So you were in charge only for a portion of the period ? 

Mr. Kocner. A portion of that time. 

Mr. Meaper. Is there any reason, in the routine handling of your 
oflice, why you should be aware of any influence that this Minister of 
Planning might have had on ICA programs? 

Mr. Kocuer. Certainly something that we were looking out for a 
great deal, because he did know his own orientation, and I know that 
there were lots of suspicions about his behavior and what would 
happen to the aid program. We were certainly sensitive to any indi- 
cations that he was trying to control or change the aid program in 
any way. And I can say—— 

Mr, Meaper. Let me ask whether in the normal routine of your 
office, assuming that you didn’t take a special interest and affirmatively 
look into the matter, would the operations of the ICA in this field of 
planning normally come to your attention in any routine way? 
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Mr. Kocuer. No, not in a routine way. But after all, if Pring | 
Souphanouvong, the Communist, was the head of the aid program, | 


his influence on that aid program would be a political matter ang this 
was something that we would have wanted to know. ; 
_ Mr, Harpy. You might have wanted to but if you didn’t have 200d 
intelligence you might not have ever found it out. 

Mr. Kocuer. That is possible. 

Mr. Meapber. It seemed to me that perhaps there wasn’t any wa 
whatever to determine what he was doing—whether he was doin 
nothing, or whether he was going along with the program the sams 
way his predecessor had done, or whether he was trying to make q 
change. It might never have come to your attention because ther 
is no requirement that those things be brought to your attention, 

Mr. Kocuer. There is no requirement. At least say this, the Em. 
bassy and the Country Team realized the importance of this matter tg 
Washington and they would certainly have been aware of the neces. 
sity of reporting it. And I am sure that they did. 

Mr. Meaper. Did you give them any instructions to do so? 

Mr. Kocuer. I don’t remember any instructions, but there may 
very well have been. I can check on this. 

Mr. Meaper. I would be interested in knowing whether there wer 
any special instructions to the Embassy and to the USOM in Laos to 
cal] to your attention any matters of deviation from past policy. 

Mr. Kocuer. We can check on this. ; 

Mr. Harpy. I would assume that there must be general under. 
standing on that line, but the existence of such a general understanding 
and normal policy doesn’t necessarily indicate it is going to be carried 
out. That is the problem I think that we have here. 

And I suppose it is a problem anywhere, for that matter. My guess 
is that the amount of information that funnels into Washington from 
the field is sometimes meager, extremely meager, and it is determined 
by the judgment of the people in the field, the Embassy or the Mission 
Director as to whether or not in their judgment something is im- 
portant enough to pass it on. 

There, again, you run into a problem of being so close to something 
that its significance could very easily be passed over when you are 
working day-in and day-out with the people of the host government. 
It doesn’t necessarily indicate any reflection on the purpose or intent 
of the people. But it does leave a pretty sharp question, at least 
in my mind, as to whether that kind of information was coming back 
to Washington and to the extent that it ought to come. 

Mr. Kocner. It is certainly right that there are priorities in the 
type of reporting and the subjects to be reported back from the field. 
1 think in this case that it was pretty much uppermost in the minds 
of both the field and Washington that this was a very important 
matter. 

(The following statement was submitted by the State Department:) 


The Department of State was well aware of the influence the Pathet Lao 
members in the cabinet might wield and in connection with the Pathet Lao posts 
in the Government, the Department, at the time the distribution of ministries 
to the Pathet Lao was being considered, pointed out to the Embassy examples 


of Communist infiltration and influence in countries where Communists had 
obtained control of key ministries. 
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In early 1958 the Embassy reported to the Department evidence that the two 
ex-Pathet Lao cabinet members were indeed intending to use their ministries for 
political purposes. 

Mr. Meaver. I would like to suggest, Mr. Chairman, that the files 
be reviewed for the period during which this Communist was the 
Minister of Planning to see whether or not State Department files 
reveal any projects or programs approved by the Planning Ministry 
during the period that we are talking about until he went out of 
office. There may be nothing. If there is nothing I would like to 
have a statement to that effect. 

Mr. Harpy. I think we might be able to clear that up. 

Mr. Meaver. I don’t want him to go to ICA files, just their own 
a Harpy. I think, No. 1, we should find out whether there 
have been any projects approved during that period. If there weren’t 
any approved, that would eliminate it. 

Mr. Meaper. Just see what their files reveal. 

Mr. Harpy. That is what I am talking about. It would be rela- 
tively simple to find out whether there were any projects approved 
during that period. 

If there were none, that would eliminate the problem. If there 
were some, then they would have the question of looking to see what 
the files would indicate. 

(The following information was subsequently submitted by the 
Department of State :) 


Prince Souphanouvong’s tenure in office gave him little time to influence the 
formulation of the Laos aid program during any one fiscal year as he assumed 
his post in November 1957 and left the post in August 1958, or too early to par- 
ticipate in the formulation of the fiscal year 1959 program; obligations for fiscal 
year 1958 projects, formulated before he assumed office, took place during his 
tenure. There is no indication that Prince Souphanouvong exerted any influence 
over the aid program; it appears that he preferred to utilize his position for his 
own political ends and those of his party within the National Assembly itself and 
the Cabinet rather than through any operational procedure. 

Attached is a list of the individual project agreements for fiscal year 1958. 
None were signed by Prince Souphanouvong. 


Project listing, fiscal year 1958 


Number Title 
ale Ee oe Agriculture Extension. 
I tacts cidiein:scimpliniaececsgisédeiatinnsill Livestock and Poultry. 


cles catch nc caienjeh cieaehosasoaicgs Crop Development. 


EET ee eee ea Forest Resources. 

seat itched sate wd nces ced woke Vientiane Power. 

tS oe) rr a National Road System. 

es cl ora ects ccnuniciadlin Operation Mekong. 

Na Health Workers, 

Ne Technical Education. 

ER 9 SE a Teacher Training. 

No General Education for rural development. 

ee | Police. 

a | ge Government Purchasing Office. 

a Customs Facilities. 

ee 8 hs en American Aid Commission. 

chats kt et hs Xieng Khouang Development. 

ag Civie Action. 

a a Rural Self-Help. 

39-82-062__..______ alata ae a Operation Brotherhood. 
ee eT et Technical Support. 

39-99-0004 


IIa oss hee iinecisenwocsahatbatnthets a. Consumer’s Cooperative. 
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[A discussion concerning Operation Booster Shot has been deletaj 
for security reasons. | 

Mr. Reppan. Mr. Kocher, this morning the chairman read th 
opening sentence from the mutual security budget presentation fy, 
fiscal year 1960 on Laos, which refers to the recovery of th 
two Communist-held provinces and the reintegration of the Con. 
munist Pathet Lao in the national community, and it is characterize 
there as a danger. 

It says here that the “reintegration of the Communist Pathe 
Lao into the national community has presented a danger that Com. 
munist capabilities might jeopardize the country’s survival as ap 
independent state.” 

Did the State Department recognize that as a possibility priop 
to the agreement or consolidation ? 

Mr. Kocuer. In other words, the dangers of reintegrating the 
Pathet Lao into the Lao community ? 

Mr. Reppan, Yes. 

Mr. Kocuer. Yes, this was generally recognized, so long as I can 
remember, except, of course, under the actual terms of the Geney, 
agreement which were as you remember that the Pathet Lao was 
supposed to lay down their arms and peacefully to allow gover. 
ment administration into these two provinces. 

But the Pathet Lao always seemed to come up with other ideas 
and other suggestions which had a certain degree of attractiveness 
to the government in power. 

They, for example, wanted to have certain cabinet positions with- 
out ever having gone into election to warrant them. They wanted 
to be recognized as a legal political party. So that all these thi 
above and beyond what the Geneva agreement called for we thought 
were unjustified and should not be acceptable to the Lao Government, 


[Security deletion] 


Mr. Reppan. Do I gather that the terms they did enter into wer 
favorable? 

Mr. Kocuer. No. I think the pressures on the government at the 
time were so great for this reintegration that the Prime Minister 
decided to risk it anyway and go ahead and do it. 

Mr. Reppan. Who was putting the pressure on the government 
to enter into this coalition ? 

Mr. Kocurr. These were mostly cabinet members, and they also 
said that there was a feeling, a strong feeling among the population 
for unity. They had been disunified for so long that now for the 
first time they really wanted to get together as one country with 


all the Lao people together and then everything would work out | 


fine. 
[Security deletion | 


Mr. Reppan. You say the Lao Government was told that if they 
went through with this coalition we might withhold aid from them! 
Is that a correct interpretation ? 

Mr. Kocuer. I don’t think it was quite as strong as that. That 
we would have to consider reassessing our policy toward Laos. 

Mr. Reppan. What did that mean to them ? 
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Mr. Kocuer. I think it probably meant that we would certainly 
think seriously about the aid program and that it might possibly 
mean some reductions. 

Mr. Reppan. Was it ever made more clear to them than that as to 
just what we meant ? 

Mr. Kocuer. I think those phrases that I have used are the ones 
that were used with them. Again, I am not quoting exactly word 
for word, but the general idea was this. _ 

Mr. Reppan. No one laid it on the line, in other words, that if you 
go through with this coalition, no more aid ¢ 
Mr. Kocuer. It wasn’t done as bluntly as that. 

Mr. Reppan. Do you think it might have helped if it had been 
put that bluntly ? ; 

Mr. Kocuer. I don’t know, because it could have worked out the 
other way, too, because if we had done this, said this, and still al- 
lowed ' 

Mr. Harpy. I would just as soon you didn’t answer that question. 
It would have to be on the basis of hindsight. If you had thought - 
so at the time, you would have done it. 

Mr. Reppan. Do you know whether or not the Department of 
State was prepared to reduce the aid or stop aid to Laos in the event 
of this coalition ? 

Mr. Kocuer. I don’t say in the event of coalition. I say we were 
prepared to reassess our policy and then estimate on the basis of known 
conditions and facts at the time as to whether we thought Laos was 
about to be lost. Because the whole criterion is whether Laos is will- 
ing to maintain its independence and withstand communism. If coali- 
tion at that time indicated to us that Laos was lost, I think we would 
have cut off our aid program inevitably. But because we thought 
that there still was a good fighting chance of keeping Laos in the free 
world camp, we decided not to withhold aid but to go ahead at least 
until the elections. Remember, Prince Souvanna Phouma came to 
Washington at that time and there was this great assurance on his 
part that the elections would be won, and he thought we would give 
hima chance to see how it turned out. 





[Security deletion | 


Mr. Reppan. Have you finished with that portion ? 

Mr. Kocuer. I have finished with the brief summary since 1955. 

Mr. Reppan. This morning we touched briefly with the Secretary on 
the American foreign policy objectives in Laos. Do you have any- 
thing prepared which is perhaps more definitive than the Secretary’s 
statement this morning in that area? 

Mr. Kocurr. I can say briefly that our basic foreign policy objec- 
tives in Laos have been to assist the Royal Government in overcoming 
the internal Communist threat and in resisting external Communist 
pressure and enticements. This is both internal and external. At the 
same time —— 

Mr. Reppan. Excuse me. As to the internal Communist threat, 
what was your policy with respect to that? 

Mr. Kocuer. To help the Royal Laos Government in overcoming 
this threat. 

Mr. Reppan. Does that mean that they were seeking to drive the 
Pathet Lao out of the two foreign provinces. Is that the policy ? 
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Mr. Kocner. I am not sure how full-fledged a campaign was eye | Mr. I 
waged as to their capabilities on this point. Perhaps if there had of the 
been a full-fledged campaign—again I am assuming, and I may be would n 
wrong—assuming there was none—if there had been perhaps the was com 
would have had the capability of driving them out. But this naan neva A¢ 
is a question of supplies, equipment, of terrain difficulties, and whether Pathet - 
the capabilities existed. Again, I don’t think I can judge. we saw 

Mr. Reppan. Of course, that goes to what the Royal Lao Govem. __ inch of : 
ment did. But what was our policy; what was our stated goal with of the R 


respect to the Pathet Lao? Mr. i 

Mr. Kocuer. I think we certainly wanted to have the Royal Ig advance, 
Government establish its control over these two provinces and to hay Mr. K 
observed the provisions of the Geneva Accords. There was certainly it actual 
a time when it was expected that negotiations would result in this Mr. k 
and I think it was only after repeated obstructions on the part of th with the 
Pathet Lao that it became obvious that these negotiations would no} Mr. K 
result in anything favorable to the Royal Lao Government. try to p' 

Mr. Harpy. I gather that our policy objectives were not ver Mr. f 
clearly set forth in specific terms; is that correct? Is that as cley unfa 
a policy picture as you have with respect to what the objectives wer Mr. I 
the definitive objectives in Laos? ' wouldn’ 


Mr. Kocurr. That is with respect to security. There are one o able. I 
two other things that can be mentioned as objectives of the Unitel Place. 





States in Laos. One of these would be the encouragement of greater Mr. I 
cooperation and stronger affiliation with the free world. Another believe! 
would be to help develop a stable, free, representative government, Mr. K 
Mr. Harpy. Have these been the same policy objectives that we Mr. R 
have had over a period of time ? tion of } 
Mr. Kocuer. They haven’t changed. Mr. H 
Mr. Reppan. Mr. Kocher, as I understand your testimony, the State [The 
Department opposed this coalition on any terms? | been del 
Mr. Kocuer. Yes. We opposed anything which was not in ac | 
cordance with the Geneva Accords, and coalition giving cabinet posi Mr. K 
tions to the Pathet Lao without elections was certainly completely out-| governn 
side the Geneva Accords. 3 of perh: 
Mr. Reppan. So that bent eve 
Mr. Kocuer. So this was opposed. Mr. R 
Mr. Reppan. So that the two alternatives were either the capitul- Mr. I 


tion of the Pathet Lao to the terms of the Geneva Accords, or the driv- indicate 
ing out of the Pathet Lao by armed force. Those are the two al  successf 


ternatives presented. Mr. F 

Mr. Kocuer. Certainly. And after all, if after this conference in Tam) 
which so many nations have participated, there had been a decision | You kno 
on what was perhaps to happen subsequently, the laying down of arms Mr. K 
the reintegration into the Lao community, here are the terms of ref | that. 
erence, here are the laws, the rules that we ordinarily and certainy{ Mr. F 
would expect the Pathet Lao to abide by, as did the rest of the worl | Are t! 

Mr. Reppan. When we saw the disinclination of the Royal Lao Mrs. ] 
Government to press any military attack on the Pathet Lao, and we Mr. h 


saw well in advance the possibility of this coalition, did we make any that the 
effort to come up with a compromise or did we in any way assist the what I 
Royal Lao Government in reaching the best possible agreement with | coalitio 
the Pathet Lao? _, Mr. K 
| It appes 
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Mr. Kocuer. No, I think that we stayed pretty close to the terms 
of the Geneva Accords, and we saw that any departure from that 
would mean a giving in by the Lao Government, which we thought 
was completely unnecessary and not called for because again the Ge- 
neva Accords provided for such and such. So therefore, it was the 
Pathet Lao who were unwilling to observe these agreements. And 
we saw no reason why the Royal Lao Government had to give an 
inch of compromise because any compromise would mean a weakening 
of the Royal Lao Government. 

Mr. Reppan. But you knew well in advance, more than a year in 
advance, that that was a definite possibility, did you not? : 

Mr. Kocuer. Coalition had been threatened for quite a while before 
it actually took place. 

Mr. Reppan. And you knew it would be on terms not compatible 
with the Geneva agreements ? 

Mr. Kocuer. Which is why we bent every effort to withstand and 
try to prevent the coalition government. 

Mr, Reppan. That doesn’t answer my question. You anticipated 
an unfavorable coalition, isn’t that correct ? 

Mr. Kocuer. No, I think we were always hoping that coalition 
wouldn’t take place. That, if it did take place, it would be unfavor- 
able. But we didn’t accept the inevitability of it having to take 
place. ay 

Mr. Reppan. Until it was actually presented to you, you didn’t 
believe it was going to happen ? 

Mr. Kocner. Until it actually took place. 

Mr. Reppan_ Mr. Chairman, if I may, I would like to read a por- 
tion of Mr. Robertson’s letter. 

Mr. Harpy. All right. 


[The letter referred to and a portion of the discussion thereof have 
been deleted for security reasons. ] 


Mr. Kocuer. As I said, many times it appeared as if the coalition 
government was about to take place, even before that, over a period 


of perhaps 2 years before it actually did take place. We each time 
bent every effort to prevent that. 


Mr. Reppan. But you made no—— 

Mr. Kocuer. Just the fact that it did not take place at this time 
indicated that we were still bending every effort, and that we were 
successful. It took place 11 months afterwards. 

Mr. Harpy. You take credit for it whether you deserve it or not. 

Iam not suggesting that you didn’t. I don’t know. I doubt that 
you know whether you did. 

Mr. Kocuer. This was a lot of work done in the State Department 
on that. 

Mr. Harpy. I don’t doubt that. 

Are there any questions at this point? 

Mrs. Ker. I have none, Mr. Chairman. 

Mr. Meaper. I found it a little difficult to reconcile the statement 
that they were anticipating this coalition in December 8, 1956, with 
what I understood your testimony to be, Mr. Kocher, that until the 
coalition actually occurred you didn’t think it was going to occur. 

_ Mr. Kocuer. That we didn’t think it was inevitable. Several times 
It appeared pretty close, and this time I think was one of the closest 
use I remember it almost happened. 
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[Security deletion ] 


Mr. Reppan. I have one question here, Mr. Kocher, which I beliey, 
you can answer very shortly. Did the initial agreement with Laog o 
any Subsequent agreements commit the United States to supply apy 
specific dollar amount of aid either in terms of supporting all op, 
fixed portion of the Lao budgetary items, or providing any certain sup 
each month or each year? 

Mr. Kocuer. The answer is “No.” Neither the initial agreements 
with Laos nor any subsequent agreements committed the United States 
to supply a specific dollar amount of aid in terms of supporting all or 
a fixed percentage of Laos’ budgetary items or providing any certain 
sum each month or year. 

Mr. Reppan. Did you bring with you today the supporting figures 
covering the estimated total value of the American aid that went int 
Laos as its portion of the Indochina aid? And do you also have the 
figures of the value of the American aid to Laos since the establish. 
ment of a separate program there, broken down into the several cate. 
gories of mutual security ? 

Mr. Kocuer. Yes, we have. 

Mr. Reppan. Would you just give us the overall figures? 

Mr. Kocuer. As you know most of the U.S. aid to the associated 
states of Laos, Cambodia, and Vietnam between 1950 and 1954 went to 
Vietnam. Total obligations during that period were $1,459.7 million, 
A breakdown of Laos’ share of this aid is not possible since no aid was 
given directly to Laos and no record kept of how much was given in- 
dividually to each of the three associated states. 

We do have figures, however, broken down since 1955. 

Mr. Reppan. At the conclusion of hostilities in 1954, wasn’t there a 
division of material among the countries of southeast Asia? The mili- 


tary equipment and other supplies which we had sent in there as aid! | 


Mr. Corcoran. The countries of Indochina? 

Mr. Reppan. Yes. A portion of that was allocated to Laos? 

Mr. Corcoran. A portion of the old Indochina program. 

Mr. Reppan. Do you have the figures for that allocation ? 

Mr. Kocurr. We do not have those figures. 

Mr. Corcoran. I think aid figures are available. I have seen a fig- 
ure on that. 

Mr. Kocner. We will look into that. 

Mr. Harpy. There was a portion of it allotted to Laos, wasn’t there! 

Mr. Corcoran. A small portion; yes, sir. Vietnam got the bulk 
of it. 

Mr. Kocuer. We will look into that figure and give it to you, Mr. 
Chairman. 

Mr. Reppan. Do you have those figures there? 

Mr. Kocuer. Yes. 

A few of them are classified. Part of it is classified. 

Mr. Harpy. I think we have a lot of classified matter that we have 
been talking about here today. 

Mr. Reppay. Is the classification marked on there? 

Mr. Kocuer. Yes. 1959 and 1960 are secret. These are Exhibit Aid 
figures. 





Mr. RE 
been pres 
of the rec 

(Due t 
publishec 

Mr. Hs 
was a que 
of aid, bi 
=. 
specific 

Mr. Ke 

Mr. H. 
for speci 

Me Ki 

Mr. H 
to what 

of their | 
termine 
Mr. K 
and Em 
given to 
narily d 
support 
Mr. 
certainly 
up the t 
Mr. K 
Mr. H 
mitment 
underst« 
Mr. k 
standing 
to be the 
Mr. H 
Mr. k 
progran 
the forr 
Mr. I 
fact tha 
underst: 
to pick 
Mr. K 
pick u 
that th: 
Mr. I 
we pick 
Mr. I 
million 
in the L 
Mr. | 

been m: 

the ext 


pay? 





Perse 


ea 
ili 


dt | 


ave 


Aid 


UNITED STATES AID OPERATIONS IN LAOS 43 


Mr. Reppan. Mr. Chairman, I have here the figures which have just 
been presented to us by Mr. Kocher. I ask that this be considered part 
of the record. laa , ai : 

Due to security classification this material is not included in the 
published record. ) : : 

Mr. Harpy. Mr. Kocher, let me check one thing: A while ago there 
was @ question raised as to whether there had been any definite amount 
of aid, budget aid, committed to Laos during a particular period of 
time. I believe you answered that for that period there was no 
specific commitment by time periods; is that right? 

Mr. Kocuer. That’s right. 

Mr. Harpy. Is there a difference in that now? Are we committed 
for specific amounts of dollar budget aid by time periods now? 

Mr. Kocuer. No. 

Mr. Harpy. What kind of understanding do we have with respect 
to what we are going to pick up the tab for, or underwrite the cost 
of their budget? Outside of the military budget? How do we de- 
termine how much budget aid we are going to give them? 

Mr. Kocuer. This is worked out, of course, on the basis of USOM 
and Embassy estimates. But there is no commitment that we have 
given to the Lao of any kind. I think that they would be extraordi- 
narily disappointed if sometime there should be a decision not to 
support their army. ; 

Mr. Harpy. If we don’t have any specific commitment in writing, 
certainly we have given them to understand that we are going to pick 
up the tab for the entire cost of the army, haven’t we! 

Mr. Kocuer. There is that understanding. 

Mr. Harpy. So whether it is in writing or not, don’t we have com- 
mitments with respect to other budget assistance that are at least 
understood to be commitments even though they are not in writing? 

Mr. Kocuerr. I think that there would be even less of an under- 
standing on other things than the army. The army would seem to me 
to be the basic-—— 

Mr. Harpy. It is pretty definite, I believe. 

Mr. Kooner. It is pretty basic and it is the largest part of our aid 
program anyway. ‘The other part of it certainly is less tangible in 
the form of any understanding between the two countries. 

Mr. Harpy. The army part of it is the bulk of it. In spite of the 
fact that we don’t have any written commitment, there is a general 
understanding on the part of the Lao Government that we are going 
to pick up the check for whatever the cost is; is that right? 

Mr. Kocuer. I wouldn’t say, for whatever it costs. But that we will 
pick up the check to support the army again. And we wouldn’t expect 
that that cost would vary extraordinarily. 

Mr. Harpy. We didn’t expect to increase the pay in January, but 
wepicked up the check for it just the same. 

Mr. Kocuer. But at the same time other items were reduced. The $1 
million which went into the pay-raise was deducted from other items 
in the Lao Army budget. 

Mr. Reppan. In that connection, Mr. Kocher, haven’t provisions 
been made to augment the budget with funds from other sources to 
the extent that the military budget will have to be used for increased 
pay? Actually, aren’t you bringing in funds from-another source? 
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Actually, there is no reduction in the budget. As I read the cable | 
before me concerning this, it is an increase to the extent of the pay | 
raise. 

Mr. Kocuer. I think there were increases for other reasons, pe. 
haps equipment, transportation items, and so on. Defense certainly 
will be in a much better position to tell you about that than we ate 
here. 

Mr. Reppan. The reason I raise it is because you have indicated in 
response to the chairman’s question that other portions of the budge, 
were reduced in order to meet the cost of the pay raise. 

Mr. Harpy. What was reduced, do you know ? 

Mr. Kocuer. I believe some quartermaster items and communi. 
tions items. I would have to check up on this to be sure. 

Mr. Harpy. Don’t you think it would be pretty safe to guess they 
were put back in, after being temporarily reduced ? 

Mr. Reppan. The portion I have reference to, Mr. Kocher, is this: 
This is an airgram from Vientiane to Washington, State and Defeng:: 

1. There is forwarded herewith the defense support budget of ANL for the 
calendar year 1959, as prepared by Chief PEO, based on a submission of require 
ments by the Government of Laos. 

2. The ANL, in their original submission, requested $ * * * for calendar year 
1959. This has been reduced by PEO to$ * * * after considerable study by the 
staff and representatives of ANL. A large portion of the reduction is the regu} 
of transfer to the MAP of items to be furnished in kind. 

3. USOM has agreed with the budget as submitted herewith in the amount of 
*** kip—$ * * * —but is not in a position to provide funds necessary ty 
fund the pay increase. In view of the limitation on the ANL budget, and the da 
sire of the American Ambassador and Chief, PEO, to make necessary funy 
available, it is suggested that chapter 17, Transportation, be reduced by $ * #3 
or * * * kip. It is our opinion that this amount will be sufficient to cover the 
proposed increase in pay. These funds in a like amount to be provided ij 
United States dollars from accessorial funds, or other MAP projects, as deemei 
appropriate, in the amount of $ * * * for transportation. Currently CINCPAC 
Las indicated a preference to funding internal air transportation from DS. 
dollars. 

Mr. Harpy. It is just a bookkeeping transaction. 

Mr Kocner. It would appear to be. 

Mr. Reppan. So that the pay increase has not been fitted within 
the orisinal military budget. 

Mr. Kocner. It would not appear to be. 

Mr. Harpy. They reduced some other items and then turned around 
and said, we will let them get some additional military assistane 
dollars. 

Mr. Kocuer. Next week Mr. Robertson and Mr. Parsons may have 
something more on this, too. 

Mr. Harpy. Do you have anything further? 

Any auestions? 

Mr. Monacan. I have none. 

Mr. Harpy. Mr. Meader? 

Mr. Mraper. I have none. 

Mr. Harpy. I want to thank you gentlemen for your help. 

We will have Defense Department witnesses tomorrow. 

Let the subcommittee stand adjourned, to reconvene at 10 a.m, In 
this room, tomorrow. 

(Whereunon, at 4:10 p.m., the subcommittee adjourned, to reconvene 
at 10 a.m., Thursday, March 12, 1959.) 
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UNITED STATES AID OPERATIONS IN LAOS 


THURSDAY, MARCH 12, 1959 


House OF REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFFAIRS 
or THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Porter Hardy, Jr. (chairman of the subcommittee) presiding. , 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, John S. 
Monagan, George Meader, and Robert P. Griffin. . 

Also present: John T. M. Reddan, chief counsel : Richard P. Bray, 
Jr., counsel ; Miles Q. Romney, counsel; Walton Woods, staff inves- 
tigator; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mrs. Kee, Mr. Monagan and 
myself, constituting a quorum under subcommittee rules. 

This is a continuation of the hearing begun yesterday. We are 
glad to have representatives of the Department of Defense with us 
this morning. 

Mr. Shuff, are you going to lead off, or will the Admiral ? 

Mr. Suurr. Mr. Chairman, I will lead off and will be followed 
by Mr. Holcombe and then by Admiral O’Donnell, and then we will 
all be available for further questions. 

Mr. Harpy. That is fine. 

Mr. Shuff, I believe you have a prepared statement. 

Mr. Suurr. Yes, sir. 

Mr. Harpy. We usually like to have a biographical background, if 
you would be good enough to give us the benefit of that, along with 
your full name and your official position. Your prepared statement 
shows your title. 

Mr. Suurr. Yes, sir. 

Mr. Harpy. Will you go right ahead, please. 


STATEMENT OF CHARLES H. SHUFF, DEPUTY ASSISTANT SECRE- 
TARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 
OF DEFENSE; ACCOMPANIED BY COL. SIDNEY V. BINGHAM, LAOS 
DESK, OFFICE OF THE REGIONAL DIRECTOR FOR FAR EAST, 
INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Mr. Suurr. I am the Deputy Assistant Secretary of Defense, Inter- 
national Security Affairs for the Military Assistance programs. My 
age is 43. I have been in the Government twice in my life. This 
latter time I came in May of 1957. I have held my present job 
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since that time. Prior to that I was assistant to the president at) 
Westinghouse Electric International and did business around the | 
world for that company. Prior to that time I was Deputy Assistay 

Secretary of the Air Force for Military Assistance programs for 

just short of 2 years. Prior to that I was sales manager of Easton 

Airlines. My academic background is public schools in the city ¢ 

New York, and I am a 1936 graduate of Cornell University, ~ 

Mr. Harpy. I am glad they have sent some youthful people along 
When folks with that much experience speak of being a 1936 grad. 
uate, it makes me feel my age. 

That is a pretty good indication of a long association with they 
matters of military assistance over a period of years. Your contag 
with foreign countries covers more than your governmental seryica 
I see, because I understood that you also had a considerable conta 
with Westinghouse. ; 

Mr. Suorr. Yes, sir. 

Mr. Harpy. So over a period of how many years have you beg 
closely affiliated with international matters relating to the military! 

Mr. Suourr. Off and on since 1952. ; 

Mr. Harpy. Thank you very much, Mr. Shuff. We are glad t 
have that background. f 

Now will you go ahead with your statement. 

Mr. Suurr. Thank you, sir. 

Mr. Chairman and members of the committee, the small kingdop 
of Laos is a country of significant importance to the free world. | 
shares borders with Communist China, Communist Vietnam, free | 
Vietnam, neutralist Cambodia, Thailand, and Burma. A glance at | 
a map will show how readily it could be used as a corridor of aggres. | 
sion to the balance of southeast Asia. Particularly significant js th | 
threat of access to Vietnam where we have made important gains | 
both in political stability and military potential and where the Con- \ 
munists might well bypass the narrow border of the 17th parallel. 

The war between the Communists and the French Union fore 
which was ended by the Geneva Accords of 1954 left the French in 
the area exhausted and to a degree demoralized. The accords stip- | 
ulated the retention of a French-military mission to train the Laotian | 
Army. 

[Security deletion ] \ 


Mr. Suvrr. I believe that it is practicable to keep the Laos firmly | 
disposed toward the free world. An important factor is the lack of |. 
profound bitterness toward the French which existed in Vietnam. 
Another is the strong aversion to communism by the royal family, both | 
the old King and the Crown Prince, whose astute influence is strongly | 
felt in the country. But the most important factor in keeping Laos 
on our side is the emergence of a group among the country’s politicians 
and government officials known as the Committee for Defense of Na- | 
tional Interests which has combined with the Laotian Army to combat 
Communist influence. This combination of the CDNI and the army 
looks constantly toward the United States for guidance and support. | 

It has been recognized that the only instrument available to the 
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Lao Government that could help to combat the spread of Communism 
was the Laotian Army. Because there were no communications in the 
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country, even the most elementary political concepts were absent in 
the villages. It has been planned to make the army one adept in bush- 
type warfare but also one which would get out into villages and, as 
, symbol of a government friendly to the free world, carry out a 
civic action program which would counter the Communist campaign 
to win over the people of the country. 

The Geneva agreement of 1954 which brought to a halt the full-scale 
hostilities between the French and the Viet Minh in Indochina pro- 
vided, among other things, that Laos would not conclude any military 
agreements with any other country than kK rance. Provision was made 
for a French training mission of up to 1,500 officers and men, and for 
a French garrison force not to exceed 3,500 officers and men. Laos 
was already signatory to the pentalateral agreement of 1950 concluded 
between the United States, France, Vietnam, Laos, and Cambodia. It 
was under that agreement that the United States provided military 
supplies and important financial support to the French in their war 
with the Viet Minh. This pentalateral agreement remained in effect 
after the conclusion of the Geneva agreements, and is the agreement 
that gives legal status to the military aid program and the Programs 
Evaluation Office of today. 

Since Laos was thus precluded from signing any further military 
agreements, it has not been deemed possible for the United States to 
establish a regular Military Assistance Advisory Group in Laos. 
However, the U.S. Operations Mission soon found itself expending 
more U.S. money for support of the Armee Nationale du Laos than for 
allother phases of U.S. economic assistance. It was, therefore, deemed 
necessary that the operations mission have set up within its frame- 
work an organization to deal with the problems involved in rendering 
financial and material support to the ANL. Stemming from this re- 
quirement, the Programs Evaluation Office was established. 

Initially, the mission of the PEO was to provide military advice 
to the Ambassador and the Director of the Operations Mission. This 
chiefly involved analysis of the requirements for financial support 
submitted by the ANL and administration of the MA program. 

Its own interpretation of the Geneva agreement has prevented the 
United States from assuming a direct role in the military training 


of the ANL. 


[Security deletion] 


There has, however, been an intense desire among the ANL to learn 


- English. In furtherance of this, a 20-student English-language lab- 


A cc. en 


—— 


oratory has been installed in Vientiane. Four others are programed 
forcertain other locations within the kingdom. 

The PEO has evolved from a plan developed in 1955 jointly by 
the Department of Defense and the Department of State. 

PEO relations with the ANL have improved steadily from the 
beginning, and at the present time the PEO’s relations with the ANL 
are extremely good. 

Moreover, the interest of the Lao in things American have made 
dficers and men of the ANL extremely anxious to receive further 
instruction under American auspices. A start in this respect has 
hen made by detailing a few officers with the requisite English 
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capability to schools in the United States with courses commensnun, 
with their capability. Another manifestation in this respect jg tj 
avidity with which the ANL has embraced opportunities for Amey, 
can method instruction at service schools conducted by the Philippi! 
Army. 

The strength of the French training mission has decreased fro, 
the authorized 1,500 to the present strength of less than one-foyyy 
of this number. Recently there has been an improvement in theg, 
Franco-American relations. The new chief, PEO, fought alony. 
side the French mission chief in World War II. They have eg 
lished extremely cordial relations which promise well for the futup 

The chief, PEO participates in discussions with the Country Tey, 
and advises the Ambassador and other members of his views q 
matters that impinge on the interests of the Army of Laos or ¢' 
the Programs Evaluation Office. He coordinates with the Diregty| 
of the USOM on matters of mutual concern, in particular on matte)! 
related to the ANL budget and U.S. payments thereon. 

The growing Communist threat to the free Government of Lag 
was highlighted by the gains achieved by the Communists in th 
supplementary elections of May 1958. Although the Commmis 
vote was considerably less than that of the conservatives, they wa 
13 of the 21 contested seats. As a consequence, during this past sun. 
mer, the center and right-wing political parties in Laos were cq. 
solidated in an effort to present a united front to the Communis; 
and a new government was established, this time without Cop. 
munist membership and with a more generous representation of, 
younger individuals. 
[Security deletion | 


Once this new government got shaken down and after considershi 
urging on the part of the U.S. country team, in October, a curreng 
reform was established which set the rate of exchange at the mor! 
realistic rate of 80 kip to the dollar as opposed to the wholly artificil 
previous rate of 35 to 1. 

With these important measures firmly established, the Country) 
Team in October developed a plan for the intensification of all «| 
our programs in Laos. This plan, which has received the enthusiastit| 
support of all interested Washington agencies, has as its prima, 
purpose the reduction of Communist influence in Laos so as to i: 
crease the chances of the Conservative candidates in the general ele: 
tions that are expected to take place some time next year. Iti 
basically an extension and acceleration of existing and new projets 
selected so as to have maximum impact upon the popular imagint| 
tion and carried on in the fields of administration, satis works, vil 
lage improvement, health, agricultural improvement and inform} 
tion. The ANL is the only instrument of government which can 
serve out in the villages as a symbol of the present pro-free worl 
government. At present, we are furnishing means and technicd 
leadership for these civic action type projects. , 

We are planning to improve the supply situation within the ANL 
This will involve the deployment of a technical team of U.S, Arm 


personnel on temporary duty to inventory all military equipment il} 


Laos and compile lists of serviceable and unserviceable material. lt 
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is then contemplated to get rid of the latter and make up shortages 
by providing replacement items. __ 

, group of 82 Filipino technicians provided under the military 
assistance program is currently in Laos assisting the ANL in the 
operation of their logistic system. _ 

First reports indicate the Filipinos are taking hold and doing a 
markedly good job. 

In addition to improving the supply and logistics capabilities of 
the ANL by the means just described we plan also to increase the 
activities of the PEO and military assistance program in the training 
field by setting up special courses for selected Lao junior officers and 
NCO’s and our military service schools and training installations in 
the United States. 

I think we have reached the point in Laos where we can see the 
distinct. prospect of the increasing success of our programs. Even 
though our efforts in certain areas there have in the past fallen short 
of our immediate expectations or desires, I am convinced that had it 
not been for our mutual security program, Laos long since would 
havegone Communist. We have made substantial progress in convine- 
ing the Lao that their best interests lie in cooperating with the West 
and we are working hard to assist them to establish and maintain a 
stable, free and representative government with the will, determina- 
tion, and capability of resisting the Communist threat both from 
within and without. It is emphatically in our national interest to 
insure that this unstable and weak country which is of such strategic 
and psychological importance to the free world position in Southeast 
Asia, remain non-Communist. A non-Communist Laos serves as 
a buffer between the Communists and the free countries of Southeast 
Asia, The loss of faith in the United States on the part of the uncom- 
mitted nations of the world as well as on the part of our allies should 
Laos fall would be a serious American defeat in the cold war. 

The committee staff has provided us with several specific questions 
which my associates and I will answer. Three of the questions relate 
themselves to the general overall military situation, objectives and 
planning for this-country and with your permission, I will answer 
them together. 

[Security deletion } 


At that time (1954) the French Army had 5,000 regulars in Laos, of 
whom 1,500 were serving as advisors to the Laotian Army, and 3,500 
were in French military garrisons. 

At this point in time the Laotian Government had virtually no 
military or political control over the two northern provinces of Phong 
Saly and Sam Neua, regroupment areas for the Communist Pathet 
lao troops. In general, Royal Lao troops were equally distributed in 
upper, central, and lower Laos, near population centers and lines of 
communication. There were sufficient stocks of small arms and indi- 
vidual equipment to equip all Laotian and French forces in Laos. 
There were few trained Laotian officers and NCO’s, and Laos was 
completely dependent on the French for training and maintenance 
of its forces. 

This limited capability was faced by the Pathet Lao Communist 
force whose strength was estimated at 5,000. Pathet Lao military 
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forces were organized into 9 infantry and 1 heavy weg 
battalions. “~ 
Considering my earlier remarks on the subject of the threat Possi. | 
bilities of using Laos as an attack corridor, the French with th 
assistance of a weak and poorly organized Lao army were militari} | 
disposed to offer the greatest resistance possible to the use of th 
vulnerable route. . 
Turning now to the U.S. military objectives in Laos and the d 
to which they have been realized, let me say that in its broadest Concept | 
our national objective is to prevent Laos from passing into the Con. 
munist bloc and to encourage greater cooperation and stronger afjlig. 
tion with the free world. Militarily this is accomplished by assist; 
the Lao Government in organizing, training, and equipping tha 
armed forces. nt 
To implement this objective, the Laotian Forces have been organ- 
ized into the following combat units. 


[Security deletion ] 


The degree to which the U.S. military and national objectives haye 
been realized in Laos is best measured by the fact that Laos is today 
still a member of the free world. Placed in the perspective of reali. 
ties, the leverage of the U.S. Military Assistance Program has bee 
exercised in a way that has strengthened the posture of the incumbent 
government. The United States has provided the means of main. 
taining the Lao National Army as a military and psychological safe. 
guard for the Government of Laos which has been under intense | 
diplomatic, military, and subversive pressures from its more powerful | 
Communist neighbors. 

Concerning the long-range planning which has guided the Military | 
Assistance Program in Laos, let me assure the committee that what- | 
ever we have done has been done in furtherance of our basic objective 
of keeping Laos in the camp of the free world. 


[Security deletion] 


In an underdeveloped and primitive country such as Laos wher 
there is neither wide range of skills nor depth in military, adminis 
trative, or executive experience, it is neither practical nor useful to 
organize a sophisticated long-range plan such as is common practice | 
in countries with more mature military history. 


[Security deletion] 


In conclusion I would now like to call on my associates, Mr. John | 
Holcombe and Admiral O’Donnell, to answer the remaining que | 
tions which fall into their specific areas of competence, following | 
which we will all endeavor to answer any further questions that 
our testimony may generate. 

Mr. Harpy. Thank you very much, Mr. Shuff. I don’t knov 
whether the members of the committee can readily return to specifics 
on Mr. Shuff’s presentation so that we could proceed to take the | 
other two presentations first and then come back and question yol | 
on all. What is your pleasure? 
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Mr. Meaver. I have one or two things to clear up on the record. 
Mr. Harpy. I think there might be one or two things of a specific 
nature that we could clear up and then get the general questions later. 

Go ahead. 

Mr. Meaver. On the second page of your statement, Mr. Shuff, 
you say that the Geneva Agreement provided that no one but the 
French would have a military group in Laos, 

Did we readily agree to that in the Geneva Conference, or did we 
oppose it unsuccessfully? How did that come about? 

Mr. Suurr. I am sorry, sir, I can’t answer that question. 

Mr. Meaver. Do you know whether we opposed it? 

Mr. Suvurr. This is Col. Sidney Bingham, of my staff, sir. This 
igsomething, of course, where we wouldn’t have participated directly, 
and I have no direct knowledge of it. 

Colonel Brncuam. The United States, sir, was not a signatory to 
the agreements. However, we unilaterally made a statement, after 
the agreements were signed, to the effect. that we would fully go 
along with the avreements as promulgated. We were present as an 
observer at the Geneva Conference, as I understand it. 

Mr. Harpy. So far as you know we didn’t make any expression 
of our own position through the participants? 

Colonel Brnanam. That is correct, sir. Unilaterally, however, we 
indicated publicly that we would support the agreements although 
we were not a sienatory thereto. 

Mr. Mraper. Whether any efforts were made, whether we were 
particinants or observers, to eliminate that. do you know? 

Mr. Suurr. I think, Mr. Meader, this might be a question more 
specifically directed to the State Department since they would have 
been the people who would have this and their records would show 
this and ours would not. 

Mr. Meaper. You don’t know the answer? 

Mr. Suurr. No, sir. 

Mr. Meaper. The second question I had: Does the fact that you 
have to operate through this PEO, and cannot have a MAAG, limit 
the effectiveness of your assistance to the military effort in Laos? 

Mr. Suorr. I think, sir, probably going a step behind that is the 
real reason. And I think we have been limited in our effectiveness. 
The reason that we could not have military in there which made it 
imperative that we have the PEO certainly was a restricting factor. 
If we had been able to have military without the restrictions on our 
training, which was a responsibility assigned to the French, I feel 
myself. personally, relatively sure that we would have a better pro- 
gram than we have now. We have been restricted in that we haven’t 
been able to do the training. 


[Security deletion ] 


The French stil] have the training responsibility. 

Mr. Mraper. In that connection, have the French been cooper»‘ive 
with our efforts, or have there been clashes and obstructions in what 
we have attempted to do? 

Mr. Suurr. That question must be answered, Mr. Meader, in two 
ways. In the past there have been certain difficulties but we have 
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excellent relations with the present incumbent French head of mig. 
sion, General D’Arrivere, an old friend of our new P EKO. 

Mr. Meaper. What is his name? 

Mr. Suurr. John Heintges. 

There is a kinship that is quite rare in this type of operation, | 
was in Laos for a couple of days in November, and 1 met Gener) | 
D’Arrivere there. I find him to be a broad-gage guy. He is a very 
much more influential kind of a person. With this new relationship 
between General D’Arrivere and John Heintges I feel sure that we 
can make more progress. I would also like to add to that that ip 
areas where our people have been better able to understand the French, 
we have made more progress—and I cite as a specific example the 
little Air Force effort there. It is pretty rudimentary. But the PEQ 
person ni med Jake Skinner, who is the only man out there with Ajp 
Force background, had previously served in France. Both he and his 
wife speak French and understand the French. He gets along fine 
with his counterparts. He made progress with his responsibilities 
because he talked to the French in French, and he understood the way 
they thought. He had them to his home and he and his wife went to 
their homes and there was a kinship there that put the association 
on something more than just a business basis. 

Iam sorry to ti ake so long in answering your question, but I would 
like to give you a little feel of the b: acker ound. 

Mr. Meaper. I thank you. I might say that I was very impressed 
with your statement. It isa forthright and clear statement. I am 
not familiar with the other questions. 

Mr. Suvurr. Thank you. 

Mr. Meaper. I wanted to clear up in my own mind some of thess 
questions. 

Mr. Harpy. Since you raised it, I have one or two that I will bring 
out now. 

Does the PEO operate under the guidance and direction of the 
State Department or the ICA Mission? Which is it responsive to? 

Mr. Suurr. It is administratively responsible to ICA, but receives 
guidance on MA matters from DOD/Washington. 

To give you a short statement on this, Mr. Chairman, this isn’t the 
best arrangement but it was the best one that could be conjured up 
at the time. 


[A discussion followed which was deleted for security reasons.] 


Mr. Harpy. If we have any vehicle for accomplishing our objective 
I think this committee would certainly suggest that we ought to try 
to find a way to put that vehicle into motion. However, I think that 
is particularly true in Laos because at least from what we know of 
the thing up to now we are not too happy with it. We would rather 
seea MAAG. 


[The discussion, which continued was deleted for security reasons.] 


Mr. Suurr. Mr. Hardy, I don’t know if you know about some of 
the difficulties that we have had to try and get somebody with some 
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rectly, 33-percent lack of people. In other words, we only had two- 
thirds of the people that. were authorized for this job, because we 
couldn’t hire them. This is a pretty rare bird to find; somebody who 
ig retired from the military who wants to go to Laos to work. Laos 
isn't the garden spot, as you know. And to find people with the 
requisite skills to do the kind of jobs that need to be done here, we 
just weren't finding them. 

Mr. Harpy. I am not questioning the seriousness of the problem, 
Mr. Shuff. I am questioning the adequacy of the answer that has 
been provided. 

Mr. Meaver. I would like to make an inquiry off the record. 

Mr. Harpy. All right. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

The effectiveness of this arrangement will be pretty much the key 
tothe success or failure of our effort over there, I believe that is correct, 
isn’t it? 

Mr. Suurr. I am counting on it, sir. 

Mr. Harpy. So unless that does provide a better answer than any- 
thing we have had heretofore, much of the optimism in your statement 
will be without foundation, is that right? Your statement is pretty 
optimistic in a good many spots, and based on past record I don’t find 
much to justify it. It must be based on anticipation. 

Mr. Suurr. It is. 

Mr. Harpy. Anticipation of this arrangement working out ? 

Mr. Suurr. That is right, sir. 

Mr. Harpy. In my books it is an awfully weak reed to rest on. 

Mr. Suurr. We have had a lot of people putting their head on this 
and trying to think of an answer to this for a long time. I don’t think 
of a better way of approaching it, and it is the best way we could 
figure out. 

‘Mr. Harpy. I am not questioning that. I think if you had thought 
up a better one you would have used it. I just wish that I could share 
the conviction which you seem to have that improvement will follow. 

Mr. Suurr. I am just awfully sorry I can’t bring John Heintges in 
here and let him talk to you, because I think his enthusiasm for the 
jo — 

Mr. Harpy. I am glad he has some enthusiasm. 

Mr. Suurr. He has a lot of it, sir. 

Mr. Harpy. Because it will take it to work this out. 

Mr. Suurr. It will. 

Mr. Harpy. But it will take more than enthusiasm. 

Mr. Sourr. Mr. Chairman, from the country’s point of view they 
have already said that as far as they are concerned the Geneva 
Accords have been lived up to. 

Mr. Harpy. I understand that, and actually, based on that. position 
of the Lao Government, it would seem to me that they would be in a 
position to say they would be glad to have a MAAG. 

_Mr. Suurr. Sir, I would like to see a MAAG there. I have always 
insisted that we should have a MAAG there. 

Mr. Harpy. I think your presentation indicates that you consider 
the PEO would be a more effective thing than a MAAG. At least 


nted } that is the way I interpret some of your remarks about the disadvan- 


cor- | 
} 


tage of having a MAAG in there. 
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Mr. Suourr. If I have left that impression with you, Mr. Chairman 
I surely shouldn’t have. I think that a Military Assistance Advisom 


Group in this situation would be considerably more effective than 4 | 


PEO. 

Mr. Harpy. You certainly did leave that impression. I don’t knoy | 
that I have it marked here now. But since you indicated that that Was 
not your intent, let me ask you this question. 

Have we specifically been denied the establishment of a MAAG 
since the Commission has moved out ? 

Mr. Suurr. I don’t believe that we have specifically asked for, 
MAAG. Lam talking about something that I don’t know fully aboy 
This is a State Department concern. I don’t know specifically whether 
we have asked about a MAAG. 

Mr. Harpy. [f you think we should have a MAAG, don’t you think 
that maybe at least we should find out whether a MAAG is acceptable 
that it might be preferable to this present setup ? } 

Mr. Suurr. I think, sir—and I am talking for the State Department 
here and I shouldn’t be—I think that they also think a MAAG would 
he better than what we have and are waiting for the right time to 
ask for a MAAG. 

Mr. Harpy. Do you know who decided initially that we shouldnt 
have a MAAG over there? 

Mr. Suurr. I would guess that the 1954 Geneva Accords decided . 
for us that we could not have a MAAG there, sir. 

Mr. Harpy. Do you know who made that interpretation? 

Mr. Suurr. I would guess the State Department. It would be their 
responsibility. . : 

Mr. Harpy. Do you know whether there was actually any definitive | 
position with respect to that, to the effect that the Geneva Accords do 
deny us the right to put a MAAG in there ? 

Mr. Suourr. I don’t know that. I can’t answer for what happened 
in 1954, sir. But I know that the State Department, prior to this 
time, a year ago, 18 months ago, felt that it was infeasible to puts 
MAAG in there with the Geneva Accords still in effect. 

Mr. Meapver. How do you hope to get a MAAG then unless the 
parties to the Geneva Accords meet again and delete that limitation! 

Mr. Suurr. In the-first place, because of the Lao Government de 
nouncing the.Geneva.Accords and stipulating that the accords have 
been fulfilled. 

Secondly, I expect that the State Department will see when the time 
is ripe and make whatever representation is necessary to see whether 
it makes sense to have a MAAG. 

Mr. Meaper. Do you know anything about the attitude of the 
French? I rather suspect it was the French who pressed for the point 
that no one but the French should have military groups in Laos | 
wasn’t it? 

Mr. Suvurr. I would expect that they were certainly one of the ones 
who pressed for that. ; 

Mr. Meaper. Do you know of any change of attitude on their part 
so they would be agreeable to our sending a MAAG there? 

Mr. Suurr. No, I don’t know of any change of attitude but I know 
that they are in discussion on the subject. 
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Mr. Harpy. The one aspect of this that I am concerned about here 
is whether a MAAG is desirable, whether or not there has been any 
oficial determination that we are precluded from putting a MAAG 
in there. Certainly if the Lao Government has taken the position 
that they have completed their responsibilities under the Geneva Ac- 
cords, the Commission has moved out, what is there to prevent our 
establishing 2 MAAG unless it is unacceptable to the Lao Govern- 
ment ! ak 

Mr. Suurr. This is the State Department area, Mr. Chairman, 

Mr. Harpy. Then we will pursue it with the State Department. 

Are you aware of any official document that indicates it is not 

rmissible for any reason, either because of the French or because 
of the Lao Government, for us to establish a MAAG? 

Mr. Suurr. That I think I would defer to the State Department. 

Mr. Harpy. You can answer as to whether you are aware of any 
official document ¢ 

Mr. Suurr. Any official document? No, sir. 

Mr. Harpy. That would establish that. 

Mr. Suurr. This has been a matter of negotiation and consultation. 
There have been various documents, various cables. But I don’t 
know of any official document. 

Mr. Harpy. That answers the question, because that was my ques- 
tion, as to whether or not you know. 

Mr. Suurr. I don’t suggest that there is none, but I don’t know of 
any official document. 

Mr. Harpy. I understand. I wanted to know if you knew of any 
that would clear this up. 

[have two or three more questions on this; as long as we are talking 

about this. I will bring in something else that may not be within 
your bailiwick. 
‘ You have listed the organization of the Laotian force. In docu- 
mentary information which we have had before us, there has been 
considerable basis to suppose that these are perhaps not even well 
organized military units. Are they actually effective units, actually 
organized as you have indicated ? 

Mr Suurr. They are actually organized as I have indicated. 


[Security deletion ] 


Mr. Harpy. Aren’t they essentially guerrilla forces? 

Mr. Suurr. They are essentially bush-type fighters. 

Mr. Harpy. So they are not organized military units as such? 

Mr. Suurr. If you are going to compare a Lao infantry battalion 
with a U.S. infantry battalion I would say definitely they are two 
different things. 

Mr. Harpy. I don’t think we would begin to make a comparison. 
Still you must have, if you have an organized military unit, even 
fighting bush-type warfare, you must have some sort of tie-in with 
its direction. 

I wonder whether or not there is any real basis to assume that they 
are even organized as such and are responsive to command direction. 
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Mr. Suurr. They are really organized as such; they are reall 
responsive to command direction; they have battalion he: adquarters 
they have battalion commanders; they are not very comparable, ; 
say again, to a U.S. operation. "But they are starting now to 
communications and command responsibiliti ies. These things do a 

Mr. Harpy. Do you have any questions, Mrs. Kee? 

Mrs. Ker. I have none. 

Mr. Harpy. Mr. Monagan? 

Mr. Monagan. I have some but I don’t know whether this is th 
place to ask them. 

Mr. Harpy. If it is specific on Mr. Shuff’s statement you might 


want to clear them up, otherwise we will wait until we get the other 
statement. 


Mr. Monagean. I will ask a few then. 

Mr. Shuff, you say, in the last paragraph on page 1, in talking! 
about the Laotian Army, that it is planned to make the army one 
that will carry out a civic action program which would counter the 
Communist campaign, and so forth. What do you mean by that! 
more specifically ? 

Mr. Suurr. I think the Admiral has one part of his testimony 
which will go into considerable detail about auto icon forces whieh | 
are directed by the military. 

One other thing that I can reach for immediately is the facet that | 
most of the roads that are being built in Laos today, such as they 
are, are being built by army labor, by army people using engineer 
equipment. 

It is a country where communication is absolutely almost. grve. 
somely minimal. And to the extent that they are making road | 


between villages or between civic communities this is part of wha 
I am talking about here. 


Mr. Monacan. It is governmental assistance in a sense in programs } 


other than those strictly military ? 

Mr. Suvurr. You see, Mr. Monagan, the one stable force in Lao, 
the one communicating agency —and I use the term communicating | 
with people—is the army. The : army also has a part in, for instance, 
the health operation. 

They are the fellows who go into villages and spray the DDT for| 
anti-malaria control and other health measures. It is so different 
from what we know here in a more advanced community life. This 
army is really the talking arm of the government. 

Mr. Monaaan. Supplement al government, in a way? 

Mr. Suurr. It is the manifestation of the st: ability, the one stable 
line of communication of the government to these villages which ar 
placed at remote distances from the capital to which there is littl 
or no communication. I mean physical co mmuni ‘ation. 

Mr. Monacan. Just as a matter of information, I was wondering 
how, after the election of May 1958, a new government was established 
with apparently a different composition from the one that was cre 
ated as a result of the May election. 

Mr. Snurr. May I ask Colonel Bingham to answer that question! 

Mr. Monacan. Cert: ainly. 

Colonel Brneram. As I understand it from my State Department 
colleagues, the government that existed at the time of the election was 


| 
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established in the fall of 1957 at the time the Pathet Lao Provinces 
were integrated into the country. This government was set up under 
the arrangements that were made at that time for the purpose of this 
integration and the elections were scheduled at that time. ; 

The Prime Minister subsequent to the elections took the position 
that the purpose for which his government had been established had 
been fulfilled and therefore he disbanded that government. 

Mr. Monacan. Is there any plan as to what would be done with 
the surplus military equipment that you spoke about disposing of? 

Mr. Suurr. Yes, sir. There are a group of people who are in 
Vietnam called the “TERM” people. I don’t know if you have heard 
the term “TERM” before. Have you, sir? 

Mr. Monacan. No, I haven't. 

Mr. Suurr. The translation of this is “Temporary Equipment Re- 
covery Mission,’ whose job it was to classify and redistribute that 
amount of military hardware which was left in Indochina at the end 
of the Indochina war. 

We are seeking to determine what portion has either been so poorly 
handled—and I say this because I know that some of it has been poorly 
handled and stored—and what they don’t have a need for to determine 
whether it should be salvaged or whether it should be redistributed. 
This is actively under way at the moment. 

Mr. Harpy. If I might interject, a little later on in the hearings 
we are going to get into some detailed discussion of what has happened 
tosome of the equipment over there which would have a considerable 
bearing on the extent or quantity which would be involved in the 
surplus equipment which would be disposed of because it was 
unsuitable. 

I think we will get into that inore completely later on. 

Mr. Monacan. There is one paragraph here on page 7 of your 
statement, Mr. Shutf, the second full paragraph, that I can’t under- 
stand. I don’t know just what you mean by it. I wonder if you would 
explain that to me, beginning with “Considering” ? 

Mr. Suurr. ‘That was meant to be a kind of a cap-off to what I had 
sald in the previous two or three paragraphs, and in answer to the 
question posed by the committee to supply a brief discussion of the 
military situation and posture of Laos upon assuming independence 
on January 1, 1955. 

Mr. Monacan. Do you mean that the French wanted to prepare a 
resistance but that they had a poor tool with which to work? I am 
not just clear as to what your point is. 

Mr. Suurr. I was just saying what the situation was. The French 
were deployed, the Laotians were deployed, and I think I said earlier 
that the French were pretty disconsolate and their morale wasn’t very 
high as a result of the Indochinese War, and that the Lao forces, 
not in a position to supply themselves, not in a position to maintain 
the gear that the French had given them, were a weak partner in being 
disposed along the route that would have been an attack route had it 
been so challenged. There isn’t any further significance in that 
statement. 

Mr. Mrapner. Will the gentleman yield? 

You didn’t mean to imply when you said we are militarily disposed 
to offer the greatest resistance possible to the use of this vulnerable 
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route, that the military force, the French and Laotian Army, woul a ® 
be successful in offering resistance ? Or. S, 
Mr. Suurr. No, sir. I didn’t direct myself to that at all. Mr. M 
Mr. Mraper. You can see how that phraseology might lead to ap Mr. Si 
implication that they were in position to resist any invasion along | Mr. H 
that route. wigs tra 
Mr. Suorr. I would say that to the best of their ability they were ag 2 wel 
well placed as they could be to do this. This y 
Mr. Monacan. Just one more question. You spoke, I think, afte in the P 
your prepared statement about this Air Force officer who spoke Mr. H 
French, and whose wife spoke French, and they were able to create Mr. S 
good relations with the people there as something incidental. Shouldn't It is a ve 
it be a matter of policy in all the services to get people like that who Admi 
would fit into that situation and create these better relations? Mr. S 
Mr. Suourr. It would be the most delightful and ideal thing that | graming 
we could hope for, sir, if it were feasible. To the greatest extent pos. Mr. # 
sible we tried to do this. But this is a fairly simple situation to follow y 
handle. Mr. H 
Think of it when it gets into Parsee. Think of it when it gets into | havea I 
Arabic. It gets pretty difficult. We try within the limits of ow Mr. H 
ability to do this. to a spec 
Mr. Monacan. You do have a definite policy ? | Mr. E 
Mr. Suurr. Yes, sir. We also have in September 1958, established which I 
a Military Assistance Institute which carries on a training program Mr. H 

for these people assigned to MAAG. It is a 30-day course that en- 
deavors to teach them some of the things that they will be exposedto | STATEM 
in military assistance activities where perhaps their former assign- | GRAM 
ments involved commanding a battalion, a squadron or a ship or some DEPA 

other assignment rather remote from the specifics of the kind of job 
here described. Mr. E 
Mr. Harpy. Mr. Shuff, a while ago in our discussion of this MAAG } Control 
proposition, I understood that you favored the establishment of | national 
MAAG as soon as we could. At least that was my understanding, | Mr. ¥ 
Mr. Suurr. The Department of Defense would like to see a MAAG | ing the 
operation if it is feasible. Mr. I 
Mr. Harpy. I thought I would like, since there was some question already 
in my mind during our discussion, to see if I had correctly understood | appeara 
your remarks in your prepared statement. I would like to call your Mr. I 
attention to the basis for them, found on page 5. has char 
Mr. I 
[Security deletion] us in the 
s ; : (A bi 

Mr. Harpy. On page 3 of your statement you refer to instructions 
at service schools conducted by the Philippine Army. Is the Phil |  Brocrarn 
ippine Army conducting service schools in Laos? John J 
Mr. Suurr. No, sir. | the Assis 
Mr. Harpy. Or are they in the Philippines? Mr. Hi 
Mr. Suurr. They are in the Philippines. ae Univ 
Mr. Harpy. So some of the Laotian people are being sent to the eau a 
Philippines for instruction ? the civil 
Mr. Snourr. Yes, sir. There are also, however, some Filipinos | Progress 
who come to Laos and by the way are strangely absorbable in Laos } | On Jar 
for a reason that I can’t explain, who have done some instruction legion 0 


work in Laos. But they are civilians, Filipino civilians. 
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Mr. Meaper. On that point I wasn’t quite clear whether any Lao- 
tian officers were being trained in the United States. 

Mr. Suurr. They are, sir. 

Mr. Meaper. How many? 

Mr. Suurr. We will get the figure for you. 

Mr. Hotcomer. I have the precise number. If memory serves, we 
have trained about * * * Laotians in the United States. Whether 
they were all officers or not I wouldn’t know. 

This was through the fiscal year 1959 program. The number trained 
in the Philippines, Okinawa, and elsewhere overseas has been * * *. 

Mr. Harpy. Thank you. 

Mr. Shuff, again I want to thank you for a very clear statement. 
Itisa very good presentation. . 

Admiral, are you going to follow Mr. Shuff or Mr. Holcombe? 

Mr. Suurr. Mr. Holcombe, who is Director of the Office of Pro- 

aming and Control, will take over at this point. 

Mr. Harpy. You didn’t bring us one of these sheets that we could 
follow you with? 

Mr. Hotcomner. I am prepared to answer specific questions and I 
have a lot of papers here. 

Mr. Harpy. Go ahead, Mr. Holcombe. Will you address yourself 
toa specific question ? 

Mr. Horcomser. I am going to speak to several specific questions 
which I will identify as I go along. 

Mr. Harpy. Go ahead. 


STATEMENT OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, INTERNATIONAL SECURITY AFFAIRS, 
DEPARTMENT OF DEFENSE 


Mr. Hotcomse. I am the Director of the Office of Programing and 
Control in the Office of the Assistant Secretary of Defense for Inter- 
national Security Affairs. 

Mr. Meaper. Mr. Chairman, might I suggest in lieu of his repeat- 
ing the biographical background, that it be put in the record ? 

Mr. Harpy. That will be satisfactory. As a matter of fact we 
already have a statement from Mr. Holcombe in view of his previous 
appearance. 

Mr. Hotcompe. Yes, sir, on January 27, 1957, and my background 
has changed only by a matter of months. 

Mr. Harpy. We will put the biographical sketch we have before 
us in the record to complete it. 

(A biographic sketch on Mr. Holcombe follows :) 


BIOGRAPHIC DATA ON JorIN L. HotcomBr, SUPPLIED BY DEPARTMENT OF DEFENSE 


John L. Holcombe, Director, Office of Programing and Control, Office of 
the Assistant Secretary of Defense (ISA). 

Mr. Holcombe was born in North Platte, Nebr., Aug. 28, 1911. He attended 
the University of California, Berkeley, Calif., 1928-34; George Washington 
University Law School, Washington, D.C., 1984-36: and American University 
School of Public Affairs, Washington, D.C., 1936-37. He began his career in 
the civil service with assignments in the Department of Justice, the Works 
Progress Administration and the Federal Security Agency. 

On January 29, 1941, Mr. Holcombe entered the Army. He was awarded the 
Legion of Merit for exceptionally meritorious service in the organization and 
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activation of key replacement training centers and overseas replacement depots 
He was promoted to colonel in January 1945. 

After World War II, Mr. Holcombe resumed his career in Government ag y 

Division Chief with the Veterans’ Administration. In 1948 he joined the pg. 
tional defense establishment as Budget Officer in the Office of the Assistany 
Secretary of Defense (Comptroller). In September 1953 the Assistant Segre. 
tary of Defense (Comptroller) appointed Mr. Holcombe as his Deputy fy 
Kurope and the Middle East. In this capacity he also served as principal] ga 
fense fiscal adviser in the U.S. delegation to NATO, and was responsible fo, 
U.S. representation on several international committees. 
‘ On May 15, 1956, Mr. Holcombe was assigned to the position he presently 
holds. In this capacity he is responsible to the Assistant Secretary of Defense 
(ISA) and the Deputy Assistant Secretary of Defense (ISA) for military ag. 
sistance programs for programing and control of the military 
gram and related projects. 


Mr. Hotcomne. I will address myself to the second question of the 
list provided by your staff which asks for the respective extent of 


assistance pro- 





f 


articipation by the Department of State and the Joint Chiefs of | 


Staff in the establishment of the level of forces for Laos. This is also 
connected with question No. 14, which asks that we bring with us and 
be prepared to talk about certain specific documents, also on this 
same subject. 

I thought that the best way to lay the background for this discys. 
sion would be to go over the pertinent documents that I have been 
able to find in the files, which include all of those listed in your 
question 14, and a few others that seemed to me to be significant 
which were not there listed. 

Mr. Harpy. Maybe we didn’t find those. 
them along. 

Mr. Hotcomee. I have tried to complete the record. 

[Mr. Holcombe identified and read from a number of classified 
documents relating to the manner in which force objectives for Laos 
were determined. The substance of these documents has been deleted 
from the record for security reasons. Their general purport how- 
ever is that the determination as to the support of certain force ob- 


jectives in Laos was made by the Department of State, and not by 
the Joint Chiefs of Staff. ] 


Mr. Harpy. I am trying to deal 


Thank you for bringing 


the abstract rather than on 


specifics. 
Mr. Suurr. I am trying to project myself here a little bit, too, 
Mr. Chairman. 


I would guess what might have happened in this situation is the 
fact that Defense and State got together and started talking about this. 
They had gotten word from the country team on location. The 
Defense Department had gotten word from CINCPAC, also on loca- 
tion. And I think that probably State persuaded Defense that this 
was a good idea and that this was backed up by recommendations from 
the field and the Joint Chiefs of Staff felt that on that b: isis they would 
go along with it. 

Mr. Harpy. I don’t believe you quite grasp the point that I am 


trying to understand. 

‘Why would the Joint Chiefs of Staff have any business e xercising & 
judgment or making an approval of a troop strength which is based 
on political considerations in which only the State Department is 
competent ? 
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Mr. Suurr. I think they probably were asked, sir. That is why 
they made the judgment. 

Mr. Harpy. I wonder why they were asked and I shall have to go 
to Secretary Robertson to find out. I am having considerable diffi- 
culty in understanding why the military are asked to make decisions of 
that kind and do make decisions of that kind which are completely 
beyond their competence, it seems to me; and conversely, why the 
State Department so often makes determinations of a military nature 
based on political factors which are completely irrelevant to the basis 
on which the decisions are made. 

Mr. Suurr. Let me talk in the abstract for a minute, Mr. Chairman. 
This program as a whole is made up of ingredients of military, politi- 
cal, and economic in every country we deal with. The relationship of 
those ingredients is different in every country. There are some coun- 
tries in the world where the political ingredient of the mix is over- 
riding. It doesn’t seem to me to make sense to have the State Depart- 
ment say, “Because of political reasons, these people in country Z 
ought to have three battalions of infantry and four battalions of 
artillery, a small air force and two navy ships.” 

If for political reasons there is a requirement to give military hard- 
ware, then I would guess that the State Department, in the delibera- 
tions that went before anything was written such as has been here de- 
scribed, talked to the people who are the experts on “if we are going to 
have military hardware in this country,” what form should it take? 
I don’t know anybody more competent to answer that question. 

Mr. Harpy. I don’t think that touches on this point, though. 

Mr. Suurr. This is a change in something that has already been 
done. I can’t imagine what went back and forth between the Country 
Team and the State Department, and the State Department and the 
Country Team and CINCPAC in that interim. 

Mr. Harpy. Here is what I find difficult to understand. The mili- 
tary had come up with a certain figure which they had reached on a 
basis of some supposed rational determination as to what was required 
for internal security. The Department of State comes back and says, 
“We want to make that larger and we want to do it because of political 
considerations. We want you to approve our determination that it 
should be this because of political considerations.” 

What has the military to do with that and why should they even 
go through the inane exercise of passing on the judgment of the De- 
partment of State? They have already said what they think is re- 
quired. 

Mr. Suurr. All right, sir. If it happened the way you describe it— 
and I don’t have any notion that it did—then I think it would be inane. 
However, let me say this, sir: You don’t set these things in concrete. 
Force goals anywhere around the world are not something that stay 
put. I don’t know the incidents that occurred. There is a year’s lapse 
here. I don’t know what transpired in that year that made it sensible. 
There might have been several things that transpired in that year 
that made it sensible to move it up. Because a force goal is valid at a 
certain figure one year is no reason why it is valid at that same figure 
another year. 

Mr. Harpy. I don’t think we are getting into that aspect here. Ac- 
tually, I suppose at the very beginning, if the JCS or anybody else 
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competent in that area had been asked to take a position as to whether 
a force of a given strength would be too many to doa job which a some. | 
what smaller force could perform, I suppose they could have answereq 
it in the same way they did this time on the basis of the same facto 
because they don’t say there were any more required from the stan@. 
point. of providing internal security. 

The whole basis of it is the psychological impact, the morale and 
political considerations. That 1s the only basis, as I understood the 
language which Mr. Holcombe read. It is the only basis which the 
military had to justify an approval of an increased figure. 

My question is where do they get their competence in that area, and 
why should they even be asked? They were simply asked to pass on 
a figure for these reasons. Isn’t that what it amounts to? 

Mr. Hotcomsr. I can suggest one other factor, Mr. Chairman. At | 
this time there was consideration of a very small air unit, not a com. 
bat air unit, but one that would help solve extremely difficult logistical] 
problems, particularly in supporting the force in the Pathet Lao area 

Mr. Harpy. I ask you if that isset forth as the basis for the decision} 

Mr. Hotcomsg. On May 10 the Assistant Secretary of Defense wrote 
a note to the Chairman of the Joint Chiefs of Staff 





Mr. Mraper. What year? 


Mr. Hotcoms. This is May 10, 1956. 

The JCS recommendation that I was talking about just before was 
on the 13th of April, and the actual letter on the increase of the forces 
was on the 7th of February. 

On the 10th of May the Assistant Secretary of Defense advised the 
Chairman of the Joint Chiefs of Staff that their approval of the in- 
crease was interpreted to include an air unit. This had been part of 
the—not all on the record—this had been part of the considerations 
in the previous month when this increase was under consideration, 

Mr. Harpy. That interpretation was made after approval was 
given; wasn’t it? 

Mr. Hotcompsr. That is correct. 

Mr. Harpy. They had room in there to do it. The truth of the 
matter is if they had come up with some other proposition that 
needed a few men, you had a cushion in there that would have pro- 
vided it; didn’t you? 

Mr. Hotcomnr. * * * Yes, sir. 

Mr. Meaper. Mr. Chairman, I would like to clear up in a little bit 
more detail this figure which JCS initially estimated would be neces- 
sary or sufficient for internal security. Is there some detail memo- 
randa or anything of record to indicate how they arrived at that 
firure ? 

Mr. Hotcomer. There is attached to that letter, sir, a list of the 
troop units that they recommend, and each of them has after it 4 
number of men. 

Mr. Harpy. Don’t they add up to * * *? 

Mr. Hotcompr. The whole think adds up to * * * including schools 
and camps and pipeline. In other words, there is a military type 
analysis here of how they arrived at the final figure. 

Mr. Meaper. A kind of table of organization ? 

Mr. Hotcomer. More of a troop list, sir. 


~—- 





Mr. M 
affecting 
with ? 

Mr. H 
section i 
the JCS 
were out 

Mr. M 

Mr. | 
reasons, 

Mr. WV 
making 
they cot 
say, if y 
do it. 

If it’ 
less of | 
security 

What 
that a | 
in 1956- 
were SU] 
anythin: 
on what 

Mr. F 
ments 0 
tions all 
they shc 
period, 
able to 1 
as to hor 
have th 
Staff an 
tiors wl 

Mr I 
on this 
Mr. Dil 
arose, 1 
determi 
area for 
as to ho 
lection 
the Lao 

To ge 
I woulc 
sound b 
be ealle 
of force 

That 
reasons 
psvchol 

Mr. § 
The act 





as 


he 
of 


ns 
Nn. 


rat 
ro- 


bit 


No- 
hat 


the | 


ta 


vols 
ype 


UNITED STATES AID OPERATIONS IN LAOS 63 


Mr. Meaper. Is there in addition to that any summary of conditions 
affecting internal security which this force would be expected to cope 
with ? 

Mr. Harpy. I think you probably weren’t in here when he read the 
section in the document which provided the basis for the approval by 
the JCS. That was the basis of the discussion that I had while you 
were out of the room. 

Mr. Meaper. This is my thought 

Mr. Harpy. It was based exclusively on morale, psychological 
reasons, and so forth. 

Mr. Meaper. I heard that. What I was trying to find out, without 
making any recommendation that there be any forces at all because 
they couldn't contro] the military supplies and the troops, they did 
say, if you want to maintain internal security this troop strength can 
do it. 

If it was a peaceful country, well run and stable, it would require 
less of a police force or an army to maintain stability or internal 
security. 

What I am getting at is—and based upon Mr. Shuff’s statement 
that a level of force in 1955 could be completely different than one 
in 1956—was any study made of the problem with which these troops 
were supposed to cope in maintaining internal security, and is there 
anything of record, either in 1955 or in 1956, that gives any detail 
on what these troops were supposed to handle. 

Mr. Hotcomebr. The Joint Chiefs of Staff and the military depart- 
ments of course have continuing intelligence surveys and investiga- 
tions all over the world. These are not available to us and probably 
they should not be. I know that during this period, as in any other 
period, this sort of thing was going on and the JCS had this avail- 
able to them and were using it. We do not have the exact rationale 
as to how they arrived at this troop list. But then we do not generally 
have the military rationale and the considerations within the Joint 
Staff and the Joint Chiefs of Staff to get their military recommenda- 
tions which we, as laymen, have to accept. 

Mr Harvy. Returning briefly to the euestion of the JCS passing 
on this kind of policy, in yesterday’s discussion of the matter with 
Mr. Dillon—I believe it was with Mr. Dillon—the same question 
arose, although we did not get into participation of JCS in the 
determination or the approval of troop strength becouse that is an 
area for discussion with the military. but we did raise the question 
as to how the increased figure was arrived at. According to my recol- 
lection it was a compromise based on the argument presented by 
the Laotian Government that they wanted even more. 

To get back to the original basis for the question which T raised, 
I would like to know if anybody, anyone in the military, has any 
sound basis, any sound reason why the Joint Chiefs of Staff should 
be called upon or should participate in the approval of an increase 
of forces based on any such considerations as that. 

That is the whole question. That is why I was interested in the 
reasons that were given, that JCS approved it for political and 
psychological reasons. Why should they have to approve that? 

Mr. Suurr. I don’t know why they should have to. Mr. Chairman. 
The act says that military assistance program will be the imple- 
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menting arm of the foreign policy and also be directed toward th 
security and general welfare of the United States. I think in abstrag 
now the JCS sometimes feels—and I must not talk for them edie 
across the board—that if we do things for political reasons some. 
times if they can have some control over the kind of figures and the 
kind of forces that result from that requirement or from that imple 
mentation of our foreign policy, the U.S. interests can best be served 

This doesn’t explain, I agree, why the JCS should have bee, 
called on to approve this or not to approve it. | 

I can’t answer the question. 
_ Mr. Harpy. Actually in this particular case the amount of the 
increase isn’t too significant. However, it is the principle behind jt 
that bothers me. I am wondering why we should put the milita 
in this sort of a position. I don’t think anybody ought to be put in} 
position of approving forces or equipment or material, or what not 
to be supplied above the quantities that his best judgment indicates 
are required. 

That is the situation in which we find ourselves. 

Mr. Meaper. I might make a suggestion based upon your statement 
that it is only a small increase. I would like to suggest that between 





January 1955 and January 1956—January 1955 being shortly after | 


the hostilities were over there—that there may have been substan. 
tial progress made toward stability and that the number of troops 
necessary for internal security in January 1956 might have been 
substantially lower. 

Mr. Harpy. I think there is a very definite possibility that that 
could have been the case. However, there isn’t anything that we know 
about. Maybe there is something that will indicate that a new survey 
had been made. I don’t know. 

Do you care to comment on that? 

Mr. Suurr. Yes, sir. 

Having been out there—and of course not having been there at this 
time-period—I would kind of question that, Mr. Meader. 

Mr. Meaper. I didn’t make that assertion, Mr. Shuff. 

Mr. Suurr. I know you didn’t. I am taking the other side of the 
assertion. 


Mr. Meaper. I am taking your philosophy that these troop figures | 


do not necessarily remain constant and that someone, presumably 
based on all these intelligence reports, and so on, in the Joint Chiefs 
of Staff said if you want to maintain internal security, or for political 
reasons you want some troop level, the troops necessary to maintain 
internal security as of February 1956, are the same as we said last 
year, except maybe they want to add an air force. 

Mr. Suurr. Mr. Meader, as an assertion, and it will of course only 
be an assertion, I can think that after January 5, 1955, as far as the 
military strength in Laos was concerned, I would guess just by being 
there and hearing some of the other stories of the aftermath and the 
ebb of what happened after the Indochinese war, I would guess that 
there was a relative amount of chaos. 

I don’t think, knowing a few Laotians and knowing some of the 
accomplishments that they have made and the acceleration with which 
they made it, that they made very much progress in the first year. I 


also know, as you do, that they started having their own Commt- 
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nists to fight almost as soon as the Indochinese war was over, and 
fought them on through to 1957, again as an assertion, quite conceiv- 
ably there were discussions of this, and it was said, we need to supply 
this little air force. There is not much of an air force, and it hadn't 
been supplied up to that time. We ought to really start supplying it. 

When we did start supplying it we haven’t supplied it very substan- 

i even yet. 
a 5 Harpy. We didn’t give them any jets? 

Mr. Suurr. No, sir. ' 

But while they might have said that about the air force, there 
might have been another couple of units that they did talk about 
that would have equalled this. I don’t know. his could very well be. 

Mr. Harpy. And if it had been, Mr. Shuff, certainly it seems to me 
that the memorandum would have so indicated instead of placing it 
exclusively on these very tenuous and intangible reasons. 

However, that is water over the dam. We can’t tell much about it 
other than what is there. : 

Iam sorry, Mr. Holcombe, I got so far sidetracked. We can get 
back on the beam now and let you pick up where you left off. 

Mr. Bray. Can we get one point in the record relating to that 
document dated February 7, 1956. Is there anything in your record 
demonstrating that the JCS was aware of the consideration of the 
air force at the time they approved the increase? Anything in the 
record, Mr. Holcombe ? 

Mr. Horcomee. There is nothing in the record to indicate that. 

Mr. Bray. Thank you. 

Mr. Suvurr. There is an implication at a later date that there might 
have been some consideration. 

Mr. Hotcomse. In discussion with people around at that time I 
know of two things that were in foremost consideration. One was 
the difficulty of getting supplies to the Laotian forces that were fight- 
ing the Pathet Lao up in the north jungles where there were no 
roads and very few streams to travel by, and the necessity for some 
kind of airlift was evident and agreed to by our people. 

The other was the fact that there is an indication in the record 
that the Laotian forces at this time were suffering casualties of about 
100 men a month. When you suffer casualties, of course, you have 
to increase your training, and the whole pipeline in order to provide 
extra personnel just to have the same force in the front lines as you 
would have without that extra pipeline. 

Those are not matters, however, of record; they are matters that 
we have ascertained by conversation. 

Mr. Bray. If we get into the realm of conjecture, the record should 
show that up to this time Laos had neither an air force or navy 
but strictly a ground force, as a result of which, when one is trying 
to place a reasonable interpretation on this statement in the absence 
of other documents, it would seem that this would be an increase in 
existing forces. 

Mr. Horcompr. It is true that they did not have an air force, at 
least as of the time when I was making a study in there in 1953. 

There was at that time a French Air Force in the Indochina states 
which numbered about 12,000 men. I could also find out how many 
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lanes they had. They did provide some airlift to ail of the Associate 
tates’ forces. 

Mr. Suurr. May I ask my colleague a question, Mr. Chairman? 

Mr. Harpy. Go ahead. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

Mr. Suurr. There is one other conjecture here, and that is—and] 
don’t know this to be a fact, and I think we have to do some home. 
work on looking up the date here—it is quite conceivable that the Tao. 
tians had an air force of their own of some variety before we decided 
to give them any substance in the air force line. 

Mr. Harpy. You know it might be unfortunate that we got into 
this area of conjecture because we get too many things that could be, 
We are liable to get confused as to what somebody was guessing and 
what was a demonstrable fact. I shall try to avoid injecting any area 
where it will require conjecture in the response. 

Now, can we get back to where you left off ? 

Mr. Bray. Previously, we were on a document dated April 13, 1956, 
I think we had just gotten to that. 

Mr. Harpy. Before we go on 

Mr. Hotcomrr. May 10, 1956. 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

Mr. Bray. In the document dated April 13, 1956, Mr. Holeomhe, 
would you paraphrase the paragraph headed, “Recommended Major 
Combat Force Objectives” ? 

Mr. Hotcomrnr. Laos? 

Mr. Bray. Yes. 

Mr. Horcomper. In substance. this paragraph states that the Geneva 
Accords did not permit the establishment of a MAAG in Laos, so that 
no force objectives for Laos have been recommended by the Joint 
Chiefs of Staff. 

Ts that what you had in mind? 

Mr. Bray. Yes. 

Mr. Harpy. They didn’t put any numbers on those? 

Mr. Hotcompe. No personnel. This is a statement worldwide for 
each country and they do not normally have any numbers of personnel, 
They just list major units. This follows the form for the rest of 
the world. 

Mr. Bray. Would you turn next, Mr. Holcombe, to 2 document dated 
May 31, 1956, to the Secretary of Defense from the Joint Chiefs 
of Staff? 

This, I believe, is a document which generally discusses MAP pro- 
graming guidance for fiscal 1958 ? 

Mr. Hotcompr. That is correct. 

Mr. Bray. That contains an appendix, does it not, entitled “Major 
Combat Forces Not Within MAP Force Objectives.” 

Mr. Hotcomrr. That is correct. 

Mr. Bray. That lists naval vessels excessive to force objectives 
some five countries. It also lists Laos, does it not? 

Mr. Hotcomse. That is correct. 
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Mr. Bray. What units are listed there as not being within MAP 
force objectives ? 
Mr. Hoicomse. 
[Security deletion ] 


Mr. Bray. Do those forces listed comprise the total armed forces of 
Laos, all of which are supported by the United States? 

Mr. I’oucompe. As of May 1956. 

Mr. Dray. Let me put it another way 

Mr. Hotcompe. I do not have the exact force data. 

Mr. Bray. Does any reference to Laos appear anywhere else in this 
particular document, which is a definitive comprehensive document ? 

Mr. I’otcomse. I believe there is no other reference to Laos in the 
document. 

Mr. I’ray. If there is any question in your mind as to whether or 
not this is the entire Laos armed forces, would you give us a submis- 
sion on that, please, when you have had an opportunity to check ? 

Mr. Ilotcompr. I would hazard a guess that this is the total Laos 
force. 

Mr. Ifarpy. If you will, give us an accurate confirmation on that. 

Mr. I'otcompe. I will be glad to correct the record accordingly. 

(Mr. Iloleombe subsequently confirmed the foregoing testimony.) 

There is one factor that has not appeared in these documents, but 
there “Ss a governmental position that when the security threat 
diminished enough and when the political conditions permitted, we 
would expect that the Laotian forces which we supported, which means 
all their forces, would be reduced substantially in strength. 

Since this time every time when we have considered a budget we 
have raised the question at the policy level as to whether these con- 
ditions had been fulfilled and have been assured that they were not ful- 
filled and we must continue to program for the current number of 
forces. 

Mr. Harpy. May I understand whether this conclusion that these 
conditions had not been fulfilled so that we will have to retain the 
current number was based on an appraisal of the requirements for in- 
ternal security, or was it based on political considerations? 

Mr. Hercompr. My question, sir, has been directed to whether both 
of thos conditions have been met. Since they both had to be met it 
was unimportant to me whether we were half there or not. 

In other words, these conditions were conjunctive. My question 
was, have both of these conditions been met? I was told both con- 
ditions had not. 

Mr Ilanpy. You never raised a question and know of no place where 
there would be any specific doubt as to whether the actual requirements 
for internal security might have been reduced to the point where a re- 
duced force would have been adequate ? 

M Horcomer. The most recent recommendation we have had from 
the Joint Chiefs of Staff was in January 1959. 





[Security deletion ] 


In January 1958, the JCS included all of the Laotian forces then 
existing, both in the strategic objectives and for military assistance. 
The submission in this form stated that at that time they were re- 
quired from a military point of view. 
= 41067—59 6 
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And similarly, the most recent recommendation of January 1959 
which again separates the recommendation into strategic forces anq 
military assistance forces, carries all of these Laotian forces in both 
the strategic and the military assistance supported forces. 

Mr. Harpy. They supported them so long they finally adopted 
them ? 

Mr. Hotcomer. That is your conclusion, sir. 

Mr. Harpy. That is my conclusion. 

Mr. Bray. I think the record should show that the two documents 
referred to, usually called the “Pink Book” and the “White Book,” 
I believe, are fairly thick documents each containing a page, I would 
say, on each country in the world, and scarcely constitute the type of 
independent, careful decision one would expect the JCS to make nor. 
mally on force objectives matters. This is supposed to be a recording 
of decisions they have already reached. I believe Laos would prob. 
ably be unique if no decision had been reached before the date that 
these were published. 

Mr. Hotcomer. It is true that these figures appear in the docu- 
ments that you describe, Mr. Bray, but those are the Department of 
Defense documents covering all of the programing guidance. The 
actual JCS recommendation reached us in the same form as they have 
in past years, in a letter to the Secretary of Defense, just as in those 
which we quoted where they said there was no aid recommended, 

Mr. Bray. Do you have such a recent letter specifically corrected 
for Laos with you this morning? 

Mr. Hotocomee. It is a document that is as long as the one we have 
just been reading from. 

Mr. Harpy. Don’t read it all. 

Mr. Hoxcomper. I do have it here. I do not have an extra copy 
which I can leave with you. In this most recent one; 1959, JCS for 
the first time gave us tasks for the Laotian military forces. 


[Security deletion ] 


Mr. Reppan. What is that period of time? 

Mr. Hotcomse. For the time required to invoke the U.N. Charter 
or the SEATO Treaty. 

Mr. Reppan. What period of time would be required to do that? 

Mr. Hotcomse. I do not remember that there is in the record any- 
where a military determination or military evaluation of what that 
time would be. 

Mr. Reppan. You mean they are aiming at a time limit for a hold- 
ing action ? 

Mr. Hotcomer. That is correct. 

Mr. Reppan. I am wondering if you have ever seen the country 
statement for January 1958; their statement with respect to the 
capabilities ? 

[Security deletion] 


Mr. Harpy. This discussion that you have just given of the JCS 
document of January of this year; did it provide a breakdown by 
numbers ? 

Mr. Hotcomps. No, sir. As in past years this is a document that 
provides us with major force units, and it specifies the force units. 
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It does not give us the number of personnel, to the best of my 
knowledge. i) “ite 

Mr. Harpy. How does that tie in with the breakdown in the pres- 
entation of Mr.Shuff¢ 

Mr. Hotcomse. I think it is the same. 

Mr. Suurr. Mr. Chairman, it is essentially the same. The bat- 
talions are reorganized into a regiment in this other. 

Mr. Hotcompe. It is a slightly different organization. This recom- 
mendation of January 1959 has not yet been approved by the Secre- 
tary of Defense, nor have we received the State Department com- 
ments on it. 

Mr. Harpy. Actually, what I am trying to understand is whether 
either of these two breakdowns anticipated the full utilization of the 
recommended force. Do you know? 

Mr. Hotcompe. The JCS recommendations indicated no change in 
personnel, and since the organization is substantially the same, with 
minor differences in designation and organizational units, it would 
seem to indicate that no change in personnel was envisioned by the 
Joint Chiefs of Staff. 

Mr. Harpy. So then, the rejection of your proposal to reduce to a 
lesser figure this time would indicate that JCS had made a determi- 
nation you couldn’t go down to that ? 

Mr. Hotcomsr. At least on the grounds of the security threat which 
is within their purview. As to the political conditions, presumably, 
they have made no indication one way or the other. 

Mr. Harpy. Of course, we don’t have anything to indicate what 
factors went into the JCS determination. 

Mr. Hotcomez. That is correct. 

Mr. Harpy. Since previously they approved an increase, it seems 
reasonable to suppose that similar factors could have been involved 
in the recent JCS decision. 

Mr. Horcompr. The major increase at that time was in the Air 
Force. If the Air Force is still in here, and as a matter of fact, it 
specifies more aircraft than exists at this time, it indicates there is no 
reason to believe that any decrease in strength is proposed here by the 
Joint Chiefs of Staff. 

Mr. Harpy. But still we might have the fact of morale, psychologi- 
cal, and political considerations making up this requirement which 
the JCS has submitted. We don’t have anything to indicate whether 
it was or was not; do we? 

Mr. Hotcompe. No, sir. 

Mr. Mraper. Are you talking about the breakdown on page 7 of 
Mr. Shuff’s statement ? 

Mr. Harpy. I asked whether or not that conformed to the one that 
the JCS had. 

Mr. Mraper. That is what I thought you were talking about. 

There is a question in my mind. You mentioned “Commandoes,” 
didn’t you ? 

Mr. Hotcomnr. Yes, sir. 

Mr. Mraper. I don’t see any reference to “Commandoes” in that 
term. Isthat volunteer battalions? 

Mr. Hotcomnr. There were * * * volunteer battalions in the pre- 
vious force goal, now * * * commando groups. 
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Mr. Mraper. The same thing? 

Mr. Horcomse. Not necessarily the same thing but involving the 
same people and substantially the same organizations perhaps with 
some reorganization. 

Mr. Suurr. Colonel Bingham confirms this, Mr. Meader. 

Mr. Reppan. Do you have anything further on the level of forces 
Mr. Holcombe ? F 

Mr. Hotcomnr. That tells the full story as nearly as I have been 
able to research it. 

Mr. Harpy. Do you have any further questions ? 

Mr. Bray. No, sir. 

Mr. Harpy. Do you have any questions ? 

Mr. Monaaan. No. 

Mr. Harpy. Do you have any ? 

Mr. Meaprer. No. 

Mr. Harpy. This is a good breaking time. 

Let the subcommittee stand adjourned, to reconvene at 2 o'clock 

(Whereupon, at 12:30 p.m., a recess was taken until 2 p.m., this day.) 


AFTERNOON SESSION 


Mr. Itarpy. Let the subcommittee come to order. 

Mr. I'o'combe, I believe you did not finish your presentation, 

Mr. Tloucomnr. No, sir. I have three more questions to answer. 

Mr. I" \~py. Go right ahead on your next one, if you will. 

Mr. T'orcomnr. If I may, I will take the fifth question before the 
fourth, since it is a little more factual and may answer some questions 
from mombors of the committee that would arise later. The question 
is the brea's’own figures covering ‘he military assistance given Laos 
since t's bee'nning of the separate Laos program. I would like to 
say, at ‘hy onset, I have a chart here I would like to speak to, and 
] have a cony of it which the reporter may have. 

After vo" ct force goals you still have to decide what ‘he country 
can pre“'ety use. <All of the reports have indicated that in Laos 
we hav> » -~oh'em of being able to profitably use even the equinment 
they already have, therefore we have instructed everyone who is 
repor‘ing © nd making up the programs to limit the program to 


those i'->* which will make more useful the equipment and supplies 
and the ~ni‘s that have previously been furnished and equipped, 
rather t=» ‘o continue to pour in additional equipment of a major 


nature which would just add to equipment already no‘ being used. 

Sines 1°°° and through the 1959 program, we have rroeramed 
$ * * * million worth of military assistance which is chargeable to 
the country program for Laos. 

Mr. '': »» Mr. Holeombe, the biggest item that yeu have on there 
represents 2 transfer from the Indochina program, Was that material 
that. wes in nsable condition, or had it been reconditioned ? 

Mr. TTorcomne. A great deal of it was actually in the hands of the 
Lao foress. In other words the Lao being a part of the Indochina 
force had part of the material charged against the Indochina pro- 
gram. A considerable amount of this represents merely a bookkeeping 
transfer of equipment which had been through quite a lot of com- 


bat, maybe brought back and rehabilitated several times, or found 


on the battlefield. 





Mr. FE 
accurate: 
the orga: 

Mr. H 
the orga 
nished. f 
it is onl} 
program 
material 

Mr. i 
of think 

Mr. I 
proxima 
material 
Indochin 
of the f 
were in 

Weal: 
or book 
period f 
transpol 

aid to 

or the 
$ * * * 
able pa 
whether 

$ * * 
ing’s tes 
in the L 
English 
seas ins 
in the fe 
tives. 
which 
to bette 
in othe! 

Mr. ] 

Mr. ] 

The r 

Mr. | 

is that 

Mr. ] 

can be | 
is inclu 

Mr. - 

item ? 
Mr. . 
this, ye 


Mr. I 
amutu: 
Mr. ] 
they co 





~ 


UNITED STATES AID OPERATIONS IN LAOS 71 


Mr. Harpy. The question in my mind would perhaps be more 
accurately phrased if I had inquired as to whether this represented 
the organizational cost. ; 

Mr. Hotcomse. That is correct, Mr. Chairman, it did represent 
the organizational cost. Much of it was equipment which was fur- 
nished- from excess World War II stocks of the United States, and 
it is only a bookkeeping figure that was transferred through several 
programs and finally charged to the Laos program. Much of it was 
material that we would salvage in the United States. 

Mr. Harpy. Thank you. I hope I didn’t interrupt your trend 
of thinking. 

Mr. Hotcompr. No, sir. As the chairman has pointed out, ap- 
proximately one-half of the total, and nearly all of the major combat 
material involved in these forces was actually transferred from the 
Indochina program. They were either items that were in the hands 
of the forces as a result of the Indochina campaign or items that 
were in the pipeline already programed and on the way to that area. 

Wealso have in this total $ * * * million which is again a statistical 
or bookkeeping entry. This is a pro rata charge over the 4-year 
period for the cost of warehousing, storage, packing, handling, crating, 
transportation, and all of the other accessorial costs that have to be 

aid to the military departments in the operation of our program. 
For the purposes of accounting and presentation we have allocated 
¢ * * * million to Laos on a statistical basis. Actually a consider- 
able part of this is a fixed overhead charge which would go on 
whether you had a smaller or a larger program. 

$ * * * million of it is for training. As I indicated in this morn- 
ing’s testimony we have provided a limited amount for training people 
in the United States, limited largely by the fact that they can’t speak 
English in most cases. We have provided more training in our over- 
seas installations. But the biggest part of the training program was 
in the form of mobile training teams composed of technical representa- 
tives.. Additionally, we furnished training aids to the Laos forces, 
which included some binaural English trainers that will permit them 
to better master our language so that they can take more training 
in other places. 

Mr. Harpy. That is the total 4-year cost of training? 

Mr. Hotcomesr. That is correct, sir. 

The next big item 

Mr. Harpy. Just one minute. That does not include the PEO, 
is that right ? 

Mr. Hotcomsr. The expense of the training to the extent that it 
ean be furnished by the PEO in the form of inspections and so forth 
is included in this amount. 

Mr. Harpy. PEO then is actually charged against the training 
item ? 

Mr. Hotcomne. Some of the PEO expenses are charged against 
this, yes, sir. 





[Security deletion | 


Mr. Harpy. So that I can be clear: The cost of PEO is then actually 
amutual security program cost ? 

Mr. Hotcompr. Part of the costs are mutual security programs and 
they come generally out of two areas of the military assistance pro- 
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grams. The part that relates to administration in the making up of 
programs and so forth comes out of our administrative costs. "The 
part that is going out in helping the French do the training and gp 
forth, to the extent we have been able to work with the headquarters 
there in setting up systems for logistical supply, for personnel utiliza. 
tion and so forth, is charged against the training costs. All the re. 
maining costs, such as costs of the areas, motor pool and so forth, js 
charged directly against ICA. So we have a three-way break on costs, 

Mr. Harpy. Thank you. 

Mr. Hotcomesr. The direct forces support was originally provided 
out of economic aid. This continued worldwide through fiscal year 
1956. 

In 1957, worldwide, direct forces support was transferred to the 
military assistance program. This over the 3 years 1957 and 1959 has 
has accounted for $ * * * or something over one-quarter of the total 
military assistance chargeable to the country of Laos. 

Mr. Harpy. There again that includes essentially military budget 
items other than military pay ? 

Mr. Hotcomsr. These do not come under the military budget of 
Laos. However, they are the kind of items that a country that was 
able to would take care of under its own military budget. They are 
basically items that are common to civilian and military utilization, 

Mr. Harpy. I understand. But does the Lao Government include 
in its budget similar items for the same purpose ? 

Mr. Hotcomer. Generally, no. There may be down here under 
“other operating supplies” some items that, because of their special 
nature, could possibly be in both the defense support and direct forces 
support but generally and in principle these items are provided di- 
rectly to the forces and represent the total requirements for these items 
of the forces. 

Mr. Harpy. I believe the major military aspect of defense support 
isthe pay, the budget support, which constitutes the pay of the military 
establishment, is that correct ? 

Mr. Hortcomer. There is more than that in defense support. 

Mr. Harpy. Somewhat more. 

Mr. Hotcomer. But the major item is the pay and allowances, yes, 
sir. 

Mr. Harpy. The items that you have on this chart constitute the 
budgeted military personnel cost items, other than pay, which would 
normally be in the government’s budget, but which we are taking care 
of directly and without going through the Lao Government budget! 

Mr. Horcomer. You are correct, Mr. Chairman, that they are mili- 
tary costs. They are not necessarily the military personnel costs. 

Mr. Suurr. Some of the goods, Mr. Chairman, probably would not 
be a personnel cost, in the normal accounting sense, for example. 

Mr. Harpy. That depends on how you figure it. 

When we figure military personnel pay we generally take into 
account the equivalents. 

Mr. Hotcompr. Maybe it will become clearer, Mr. Chairman, if I 
go through the items. 

Mr. Harpy. I think that is clear. 

Mr. Hotcomer. The item of food is clearly a military personnel 
cost. So would the item of clothing; medical supplies and minor 
equipment again are normally charged to military personnel costs. 
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The petroleum products, used primarily to fly airplanes and run 
trucks on manuevers and ships to haul cargo, are not normally con- 
sidered as military personnel costs. 

The other operating supplies are for barracks cleaning, gun cleaning 
and all of the other things that it takes to run an establishment. This 
may also include. a smal] amount of personnel costs but mainly it is 
the cost of operating a military establishment. 

Lastly we have $ * * * construction, and this pretty much is, as we 
have said, for the type of construction that increases the supply and 
training capability. Again it is in support of our primary purpose 
of getting an establishment that can use this relatively large amount 
of equipment that they still have. a 

There are two items here that do not fall in the supply and training 
category. One of them is a statistical charge. 


[Security deletion ] 


The remainder of these funds is chargeable for housing of our own 
people in the Program Evaluation Office. This was a program that 
was instituted fairly recently in order to try to get people who we 
could keep there longer and wouldn’t be subject to the fast rotation 
of tours. 

The remaining about $ * * *,asI said, is substantially for improv- 
ing the supply conditions so that we will have a better place to store 
the things we sent in there and won’t lose so many. 

Finally, for actual military materiel there is a relatively small 
amount of $ * * *. Of that a very large part is spare parts, which 
again, of course, is required to keep going the equipment in the hands 
of the Laotians. 

We have training ammunition for the day to day training of the 
troops. And lastly we have $ * * * for military equipment. This 
again is mostly composed of minor items of support. 

As you look over the list—it is a very long list but there is nothing 
init that bulks very large. It provides warehouse handling equipment 
and engineer equipment in order that the major equipment which was 
already furnished out of prior years’ military assistance programs 
through support of the Indochina combat, can be made more effective 
and the troops can do a better job both in their military capacity and 
in their incidental civil action work with the loeal communities. 

Mr. Harpy. And that equipment differs from the type of equipment 
which was transferred from the Indochina program ? 

Mr. Hotcomrr. Some of the same kind of equipment was trans- 
ferred under the Indochina program. This has been largely support 
equipment, whereas that. was largely combat equipment. 

Mr. Reppan. Mr. Holcombe, in the material that you have in that 
chart, is there anything which contemplates or is included in a stock- 
pile of military equipment beyond the capabilities of the Laotian 
Army to use ? 

Mr. Hotcomse. A portion of this material has not yet been delivered 
to the Laotians, since it includes the fiscal 1959 program and we are 
just in the middle of fiscal 1959. It includes several million dollars 
worth of equipment which is in the pipeline and not yet delivered. 
This is not a stockpile such as I think you referred to Mr. Reddan. 
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Mr. Reppan. Do you contemplate such a stockpile for use of othe 
forces than the Laotian forces? 
Mr. Hoxicomse. We do not, so far as I know. 


[Security deletion] 


Mr. Reppan. Are the storage facilities adequate to permit any 
stockpiling ? 

Mr. Hotcompr. Maybe I misunderstood you. What we normally 
consider a stockpile is what is retained under U.S. ownership for mil. 
tary assistance which will not be transferred to the country, as in the 
case of material we had for Germany before they were ready to use it, 

We have no stockpile in thissense. Of course the country has stock. 
piles. They have to have stockpiles because you can’t live on a hand. 
to-mouth basis over an area this large. These stocks we have tried ty 
keep within their ability to maintain, but we cannot say that we hays 
been entirely successful in that. There have been stocks that haye 
been in excess of their ability to maintain, admittedly. 

Mr. Reppan. Can you put any dollar value on the loss of materia] 
due to lack of storage facilities? 

Mr. Harpy. You are not talking now about stockpiles? 

Mr. Reppan. I am talking about the Laotian stockpiles. 

Mr. Hotcomer. No, sir, I would not be able to put any value on that, 

Mr. Suvurr. I would second Mr. Holcombe in this. I am sure] 
don’t know how we would put any dollar value on this. I don’t know 
how we could even approach it. 

We are, as I mentioned earlier this morning, now seeking to deter. 
mine what portion of the material that they have on hand can no longer 
be utilized by their forces. Whether we will ever be able to determin 
monetarily what portion is not usable is still to be determined. I think, 
Over and above that, if they had the ability to delineate by line item 
the kind of things that weren’t usable, I don’t know how we would 
affix a charge, an equitable charge for it since, by the sheer nature of 
the transfer from the Indochinese program it might have contained 
some things very easily that Laos has not and perhaps will not b 
able to use. 

What kind of condition it will be in by the time they get to use itis 
also a question. 

Mr. Honcomer. Further, if we find that some item is not usable— 
and there obviously are items that are not usable—it is very hard to 
fix the cause of its not being usable because in many of the cases the 
item has been in U.S. hands through all or part of World War IL 
Then it has been through Indochina combat and is now in the 
Laotian Army. If we find that this item is not serviceable it would 
take Solomon himself to determine the exact cause or the distribution 
of the cause for its not being serviceable. This is not to deny that 
things are not being properly stored. 

Mr. Reppan. Do you have sufficient storage facilities to store the 
material that is coming in? : 

Mr. Hotcompr. We have as you can see, placed great emphasis 0 





construction. Most of the material we are providing is the relatively | 


short storage material. In other words it is consumables that gom 
and out as they would in a grocery store or a normal civilian 
occupation. 
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Under this construction program it might be interesting to just read 
a few items. In 1957, $ * * * of which $ * * * was for a supply 
depot at one town, > * * * for a supply depot at another, $ * * * for 
another supply depot, $ * * * for another supply depot, and $ * * * 
for surveys for additional supply depots. In other words the whole 
amount was for supply installations. 

Mr. Harpy. When was that? 

Mr. Hotcomne. Fiscal year 1957; our first year of military assist- 
ance construction. In 1958 we have $ * * *; all of which is for sup- 
ply depots except 5 * * * for a badly needed training center, and 

* * * for a hangar floor. 

In 1959 again the items read like this: 

Supply depot, medical storage, base supply depot in Vientiane, and 
then PEO housing already mentioned. 

Mr. Harpy. Who is responsible to see that the military assistance 
items, direct forces support items in particular, are received and 
housed, properly cared for, or shipped in at proper times and in 
proper quantities. 2 ee 

Mr. Hotcomse. Beginning with the fiscal year 1957, with the items 
programed in the fiscal year 1957, it is the responsibility of the PEO. 

Mr. Harpy. Did you read the GAO classified report issued last 
October ¢ 

Mr. Hotcomer. Yes, sir. 

Mr. Harpy. Are you familiar with what it has to say on this sub- 
ject ? 

Mr. Hotcomer. Yes, sir. 

Mr. Suurr. I am, as well. 

Mr. Harpy. GAO apparently found that the facilities over there 
for receiving these items were not adequate. Let’s read the first sen- 
tence : 

Military assistance material is being delivered to the country in quantities 
which cannot be utilized or properly stored by the country’s forces. 

Mr. Hotcompr. As we have indicated, most or practically all of 
the items that have been programed since 1957 have been of two 
categories, either items that were required for immediate consump- 
tion or items that were designed to improve the capability to store 
and maintain. You can’t stop delivering food if you are going to 
have the army fed, because the storage is not. of the ultimate. Once 
having decided that we were going to provide assistance to this army, 
we had to provide the assistance and try to improve the storage and 
utilization of the assistance while it was being consumed. 

Mr. Harpy. Nobody would raise any question about that. But 
if commodities were being shipped in there which couldn’t be stored 
and at least preserved until they could be consumed, it wasn’t a very 
economic type of operation. 

Mr. Suurr. No, and it wasn’t a very efficient one, Mr. Chairman, 
and I am ready to admit that during the period here reported, we 
could have done a lot better job. We would have liked to have done 
a lot better job. 

Backing up a little bit, the transportation proposition, as far as 
Laos is concerned, is pretty primitive. As you know, it is land- 
locked and the way that material has to come into Laos is via the port 
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of Bangkok. During the period of the report concerning that GAq 
finding, a large portion of the material came over the railroad. Ny 
only wasn’t it well stored when it arrived, but it suffered some ¢. 
pletion en route. 

Mr. Harpy. I gather that it suffered a lot of depletion. In fag 
you had some of it transported by truck from Bangkok, didn’t yoy 

Mr. Suourr. Some of it was transported by truck. I think prob. 
ably the major portion of it was transported by rail. 

As a result. of our findings in this situation, there were guards 
put on the train. In my opinion, however, without knowing actual] 
the facts on the scene, there is still a lot to be desired. 

About the time that this report was being investigated, which was 
some 6 months prior to the date of its issuance, we contemplated 
and went to air transportation of this material and we also established 
a PEO liaison office in Bangkok. In other words, some of the PEO 
people went down to the port in Bangkok when this materia] gp. 
rived by ship, made themselves aware of what was there, took thos 
items of equipment which were transportable by air and proceeded 
on a course of action which led to an increased transport. by air 


y 


This guaranteed us, while it was more expensive, the delivery of | 


more of the material than the other methods. 

One of the things that concerned me most. when I was in Laos~ 
and I will be very frank to tell you this—was some of the rather 
glaring and almost gruesome deficiencies in the storage space area, 
Some things were very well taken care of in the most primitive phys. 
ical establishments. Some of the funds that are in the 1959 pro- 
gram and some that we are asking in the 1960 program will go to 
the establishment of facilities in which material can begin to bk 
properly warehoused. 


While, for instance, the quartermaster clothing operation was very | 


well taken care of, the subsistence in the Lao forces was very poorly 
taken care of. And I admit this freely and frankly. | 

Mr. Harpy. Of course the thing that confronts us next is how long 
does it take to adjust deliveries to the ability to properly house the 
material. I understand from Mr. Holcombe’s testimony that we are 
building some warehouses in order to permit proper handling of this 
material. But if we continue to supply these items at a rate faster 
than they could be properly housed or utilized, that is a question I 
think we need to dispose of. 

Mr. Suurr. A quick answer, Mr. Chairman: I think the problem 
is not new, but I think the problem was with the material transferred 
from Indochina. That was the problem. 

Mr. Harpy. I am sure that was a problem. I want to try to estab 
lish the extent to which that problem has been corrected as of the 
present time. 

We will take a recess for a few minutes to answer the rolleall. 

(A recess was taken.) 

Mr. Harpy. Let the subcommittee come to order. 

I think we were discussing the warehouse situation, and I believe 
specifically the inquiry that I was making had to do with what we 
have done toward assuring facilities for using or housing these ma- 
terials as they are shipped in. I don’t know whether we have any 
concrete information on that, do we? 
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Mr. Suurr. Yes, sir, I think we have some concrete information on 
that. I will be glad to read from a briefing book which was given 
to me in Laos in November when I was there. However, in the in- 
terest of saving time, I will be glad to show this to the staff, the full 
text of this. 

Mr. Harpy. That might be a good idea. Can you briefly give us 
any information which would be substantial? I must observe that 
the GAO report was dated in October 1958. I don’t know how up 
to date it was as of that time, but I would suppose that actual accom- 
plishment 1 month later wouldn’t have been much. Maybe plans were 
under way. 

Mr. Suurr. I think, Mr. Chairman, it is safe to say that GAO re- 
ports come out about 6 months after the time that the people con- 
cerned have been on the scene. 

I would say this is a generality. Exactly how many months and 
days passed between the time of this report and the time of the in- 
vestigati on, I don’t know. But I would guess that it would be about 
that period. 

I think the early construction, the construction that Mr. Holcombe 
was talking about here, dealt largely with ammunition which was 
involved in this figure right here. A considerable amount of ammu- 
nition was in that figure. It was either in the hands of the Lao, in the 
hands of the French in Lao territory, or in the hands or on a location 
somewhere else in Indochina. 

Mr. Harpy. So that the construction that he spoke about then was 
not to provide facilities for the handling of the direct forces support 
items ¢ 

Mr. Suvurr. Don’t hold me to that exclusively, Mr. Chairman. I 
say the large portion of that construction was to house ammunition 
which was poorly housed. The ammunition was deteriorating at a 
very rapid rate. 

Mr. Reppan. So that the record will reflect the item you are talk- 
ing about, you pointed to the one called “Transfer from Indochina 
program, $ : 

Mr. Suvrr. I did. Thank you. 

Consequently, it was felt that if this ammunition wasn’t taken care 
of it would disintegrate to the point where it would no longer be use- 
ful, and I am sorry to say, Mr. Chairman, that we have knowledge of 
the fact that a f: airly reasonable amount of ammunition has arrived 
at that point in Indochina. Some of it can be reconditioned to serve 
a useful purpose. 

Mr. Harpy. Mr. Shuff, that particular point brings up another 
question. Since a considerable amount of it is not useful, presumably 
there might have been much of it in that condition at the time of trans- 
fer. 

Mr. Suurr. It could be. Nobody will ever know now. 

Mr. Harpy. So that the figure we have been talking about, * * *, 
doesn’t necessal ily have very much significance. 

Mr. Suurr. I wouldn’t say that, Mr. Chairman, since I am not per- 
sonally knowledgeable of what portion of that * * * fell into the 

categor y of useless ammunition. 


Mr. Harpy. It would be accurate to say that that would not reflect 
true value. 
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_Mr. Suurr. Since it was acquisition value, Mr. Chairman, and 
since it had gone through some combat already—I expect you know 
what materiel looks like after combat of whatever sort—I would think 
that that had a fair value of perhaps something in the nature of some. 
thing less than 50 percent. 

Mr. Harpy. What I am leading up to, and I got you off the track 
and I want to get you back to it, since you mentioned the fact that 
a considerable amount, or some of the ammunition which was in that 
big block had deteriorated to the point of not being serviceable, how 
do we get that out of inventory ? 

Mr. Suurr. That, Mr. Chairman, is what concerned me in No. 
vember. And my concern, plus the arrival of John Heintges on the 
scene—it wasn’t a prearranged proposition, it was by accident, a very 
happy accident—we both took the position that that which was no 
longer useful—and I don’t limit myself now to discussion of ammy- 
nition but rather all materiel which no longer had a useful appli- 
cation—should be either transferred elsewhere where it would be useful 
or salvaged. What has transpired since that time is an attempt to 
implement that kind of action, such as the Filipinos going in there 
to help codify and classify that which is in the depots of the Lao 
forces, and delineate that which has no useful value to them js eur. 
rently underway and has been for a matter of 3 months. 

Mr. Harpy. I am glad to know that. 

Now then, can we get back, if you recall, to where I took you of 
the track. We were talking about the housing. 

Mr. Suurr. We were talking about warehousing. 

I think some of the other things that were programed in 1959 are 
directly involved with improving the facilities, let me say, for the 
quartermaster supplies, the clothing, and the subsistence. I know this 
for a fact. 

Now, until such time as they get themselves built up, we are going 
to have to go on with what we have. 

Mr. Harpy. At least we ought to be able to regulate the flow. 

Mr. Suurr. Yes, we ought to be able to regulate the flow in, Mr. 
Chairman, but it isn’t something which is as responsive as perhaps 
you and I would like to have it be. This isn’t something that you 
regulate with a needle valve; this is something that is done on a little 
broader basis than that. For instance, if when we found that we were 
delivering too much food there, if we decided that we were going to 
close off, the sheer nature of an international pipeline the size of what 
we are talking about here doesn’t lend itself to real fine adjustments. 
Do you see what I mean here ? 

Mr. Harpy. I know exactly what you mean. But with the amount 
of material in this pipeline, we must have people who are following 
these commodities and diverting them if one market can’t absorb 
them. It would certainly seem that you would with respect to items 
which do require good storage. 

Mr. Sucrr. I will say this, Mr. Chairman: That I feel confident 
that the PEO, seeing that they were getting more food than the forces 
of Laos could utilize, regulated on an advance basis that which should 
come in the future. But as far as making minor adjustments in what 
was coming within the next couple of months, I would think that that 
would be more difficult than the system could accommodate. 
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Mr. Harpy. I notice in the GAO report that one way they had of 
trying to keep food from spoiling was to issue double rations. It 
seems to me to be a rather uneconomic sort of proposition, to feed 
somebody else other than the army, I guess. 

Mr. Suvrr. In this situation, Mr. Chairman, I am really not sure. 

Mr. Harpy. Anyway—— ‘ 

Mr. Suvurr. May I go back to something that I was talking to you 
about? Do you mind if I bring that matter up? May I back up 
a step or two? 

Mr. Harpy. Anything that will clear up this matter. 

Mr. Suvurr. I don’t know whether it will clear it up. We must 
remember in this kind of situation, where in the first place the French 
didn’t allow these people to do very much, they allowed them to 
fight, but they had little or no knowledge and had no responsibility 
for maintaining their own gear and running any kind of a supply 
function when the French were in charge. The French supplied them, 
had supplied them through their colonial experience in Laos and in 
Indochina. 

When you get out of the major cities in this part of the world, Mr. 
Chairman, most of these people are living in a rural village economy. 
They are pretty primitive. To expect to find any administrative 
know-how and any executive know-how is something which isn’t there. 

Mr. Harpy. I am fully aware of that, and unless we provide it 
or take steps to see that it is there, and the facilities to accommodate 
this material, I think we can all be pretty sure it won’t be. 

Mr. Suurr. The ramifications of this in practical application have 
been that we, to some greater or lesser extent, have had to take their 
figuresin some of these areas. We have had to. 

Mr. Reddan and I were talking about the strength here. We 
couldn’t send enough people to Laos, Mr. Chairman, to count every 
soldier at any one given point. So that the statistics that these people 
provided us relative to some of the items here concerned we have 
had to rely on. 

When we have seen that in relying on those figures they are not 
accurate, our people there have made changes in this program and 
the program has accommodated those changes in direct. relationship 
with the speed with which something this big can be responsive to 
those kinds of changes. 

Mr.-Harpy. I can appreciate the problem that you have there. 
But rf we are in the position of trying to gear our specific items of 
aid to numbers of people that we have no way to determine, it looks 
like maybe we started out with the wrong premise to begin with. 
There must be some system where we could assure a reasonable 
handling by the Lao Government. 

Mr. Suurr. We have made improvement, Mr. Chairman. Within 
the last 8 months we are now able to audit the defense budget in its 
entirety and in its detail. This has never been our prerogative before 
now. 

We have never had this prerogative before now. We are now doing 
this, 

Mr. Harpy. For instance, do we have any way, as of now even, to 
determine whether the food that is furnished under this direct forces 
support, clothing that goes in, medical supplies, the other items which 
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lend themselves to civilian consumption, actually are used for pur. 
poses that they were sent over, or whether they may be actually going 
into the black market ? 

Mr. Suurr. Let me answer that question this way: If you are asking 
me whether every band-aid—and I don’t mean to be ludicrous with 
this statement—goes on a soldier’s finger, I can’t answer that question, 
But I can answer you the question “that. the PEO, by a 7 ‘heck 
basis and on a check-and-balance basis, to the best of their a bility ig 
assuring that the medical supplies that go to the Army of Laos are 
indeed delivered to the Army of Laos. 

Now, we don’t have enough people at the unit organization evel 
to assure that every drop of iodine goes on a soldier’s finger. We 
couldn’t begin to do that. Nor could it be done with the United States 
Army, Mr. Chairman. But to the best of our ability that aid is as. 
signed to the forces for whom it is requisitioned and who need it, 

“What happens to it after it gets there, I assume that a lot of band. 
aids go on a lot of soldiers’ fingers, but 

Mr. Harpy. Of course, when we get to talking about individual 
band-aids and drops of iodine maybe we are getting a little bit in the 
extreme. 

Mr. Suurr. I was only using it for an example. 

Mr. Harpy. I appreciate that. But I think all of us recognize the 
fact that whenever—and it applies at home here—whenever an agency, 
whenever people have access to more of a commodity than they can 
use, or use effectively and efficiently, there is likely to be a lot of it 
wasted or a lot of it used for purposes for which it was never in- 
tended. 

Mr. Suurr. Let me answer that question this way: Whatever the 
PEO stipulates as the requirement for any given ~ennie let’s 

say, medical supplies, this is reviewed by: one, the Country Team; 
two, the Commander in Chief of the Pacific, the Unified Commander; 
three, the supplying military department and four, by our own office, 

If it is quite app: arent that if a battalion’s worth of medical supplies 
is being requisitioned for a company, we have CINCPAG, we have the 
Army, and we have our own office that should catch that type of 
transaction. 

Mr. Harpy. Of course, they undoubtedly should be able to catch 
it if you assume that requirements for a battalion of Lao troops 
would be about the same as a battalion of our troops. I would doubt 
very seriously whether that would be an accurate basis of evaluation 
when you get into these kinds of supplies. 

Mr. Suurr. All right, sir. I can assure you that this man, right 
here, Mr. Holcombe, gets called lots of very unples usant names for do- 
ing exactly what you say, relating or transposing requirements to fit 
a Lao battalion, cutting down from what a U.S. battalion would have 
to what a Lao battalion should have by virtue of the experience that 
is inherent in handling more than 40 countries. 

Mr. Harpy. There is a second factor in this, Mr. 

maybe I ought to mention. 
to review these requests. 
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believe that in things of this kind that we are talking about here now 
robably the only persons who are ¢ ompetent to pass judgment are the 
eople who sent in the requests initially in the PEO. 

J doubt very much whether any of this stuff that passed over your 
desk, whether your signature on it would be any more than an ex- 
pression of confidence in the man whose signature immediately 
receded yours 

Mr. SHUFF. My signature wouldn’t, since that is not my job. But 
we have people whose job that is, Mr. Chairman. 

Mr. Harpy. Perhaps it had to go over Admiral Felt’s desk. I doubt 
very serious sly if it could mean any more than that, and it wouldn’t be 
any reflection. 

Mr. Suurr. It wouldn’t be from Admiral Felt’s point of view be- 
cause he has responsibilities considerably broader than that. 

On the other hand, Admiral Felt has the responsibility, and with 
a service system of staff work. 


[Security deletion | 


Mr. Harpy. That may be, and they may have a pretty good general 
knowledge. But when they get down to the requirements for band- 
aids and iodine none of them will be particularly competent except 
those right on the job. I don’t want to belabor that. I think we got 
into it further than I intended to. 

I call your attention to the evaluation report of June 10, 1958, by 
the Chief of the PEO with respect to this very subject: 


[The excerpt from this report is deleted for security reasons ] 


That’s a pretty unfavorable evaluation. That is what they thought 
of itthemselves. I just wondered whether or not we are kidding our- 
selves with all of these additional checks we are establishing. I ap- 
preciate the magniture of the job. 

Mr. SHurr. We do it for the world, Mr. Chairman. It is only part 
of our problem with more than 40 countries. 


[| Discussion deleted for security reasons] 


Mr. Harpy. It gets back to maybe a more fundamental problem. 

Maybe we are just trying to be too universal a Santa Claus. Maybe 
we are stretching ourselves too thin. 

Maybe we are going to have to basically analyze those things to see 
whether there are some other means that we can employ to do what 
is necessary in these countries without getting into an assumption 
of all of the responsibilities of the local | government insofar as the 
military is concerned, as we are doing in this case. 

Mr. Suurr. Sir, the prospect only faces us in underdeveloped coun- 
tries, It doesn’t face us in the same kind of comparison as in countries 
where they are not just starting out on their own. These people are 
like what we were before the Revolutionary War. 

Mr. Harpy. I don’t know that I would agree that this pr oblem is 
completely dissimil ar to the problems that we experienced in some 
well-developed countries. 
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I appreciate the fact that this country is a new one, just gettip 
underway. But we have done some things just about as silly as thy 
in some of the countries that by no stretch of the imagination can }, 
considered to be new. 
And maybe they are underdeveloped. But perhaps we are incling 
to use the fact that some of them are underdeveloped as an exeyy 1 
for doing too much for them. I don’t know. U! 
Mr. Suurr. We have problems in some of the more developed coy. 
tries that we haven’t even thought about here, haven’t certainly dis. 
cussed, and a lot more hairy ones. 
Mr. Harpy. We haven’t been able to. 
Mr. Suvurr. When you expect these people to run a government 
almost from a standing start, where they didn’t have very much 
initiation to the prospect, and run a military establishment, even q 
modest one—and this is comparably speaking a modest military estab. 
lishment—where they had mother and father in the form of th 


French feeding them, practically spoon-feeding them up until q The si 
matter of 4 years ago, you can’t expect them to be accomplishei, Hon. Po 
overnight. Memb 


Mr. Harpy. That I have to subscribe to. I don’t think we cq, Monaga 
expect them to grow up overnight any more than we can the othe} _ Also_] 


countries in Southeast Asia where we have programs operating, Bray, Jt 

But I am afraid that too many of our programs are not much investiga 
more conducive to—maybe I should say they are a little less inefficient Mr. H. 
than this one. ; ; This | 


Mr. Suvrr. Mr. Chairman, around the world it must also be remem. Operatic 
bered that while we have spent $22 billion on this program since ifs Operatic 
inception our friends have spent six times this much in their om 25, rule 


budgets. ization ¢ 
(Discussion off the record.) | Itiso 
Mr. Harpy. On the record. | T. MeN: 
Let me express appreciation to these three gentlemen who have) been con 
been so helpful to us today. I am sorry that we haven’t been abl Mr. N 
to conclude this phase of the inquiry. But we are going to have to Mr. M 
adjourn because we have another rollcall. Mr. HL 
We have other witnesses from out of town scheduled for tomorrow (The | 
so we will not be able to continue this phase tomorrow. I will ask Mr. B 


Mr. Reddan to get in touch with your office, Mr. Shuff, to arrang Mr. Mea 
for a time to complete this presentation which will be satisfactory, ‘ommiutt 


to all of us. Mr. N 
Mr. Suurr. Thank you. advised | 
Mr. Harpy. I do appreciate your helpfulness and the frank dis Mr. M 

cussion we have had. I recognize the problems that we have in® Mr. E 


many of these areas. All we are trying to do 1s to see whether or not entitled 
we can point attention to some of the deficiencies and to be as helpful 80 desire 
as we can in trying to bring about the objectives that all of us ar Mr. M 


seeking. Mr. H 
With that the subcommittee will recess and meet again tomorrow | JOU aoe 
morning. records ? 


(Whereupon, at 3:55 p.m., March 12, 1959, the subcommittee aé- Mr. M 
journed to reconvene at 10 a.m., March 13, 1959.) 


Imentio 
1956, 19; 
forms a: 
preparat 


4106 





awe 


=a Fe 


$8 


in 


ant 
ich 
1a 
ab- 
the 
la 
hed 


call 


her j 


r 
_* 


uch 
ent 


em: 
2 its 
OW] 


have | 
able 
re to 


TOW 
| ask 
ange 
‘tory 


- dis 
in 9 
rT not ' 
S are 


TOW 


e ad: 


UNITED STATES AID OPERATIONS IN LAOS 


FRIDAY, MARCH 13, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:25 a.m., 
Hon. Porter Hardy, Jr. (chairman of the subcommittee) presiding. 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, John 8. 
Monagan, and George Meader. . 

Also present: John T. M. Reddan, chief counsel; Richard P. 
Bray, Jr., counsel; Miles Q. Romney, counsel; Walton Woods, staff 
investigator; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

This is an executive session of the Subcommittee on Foreign 
Operations and Monetary Affairs of the Committee on Government 
Operations. The committee operates under authority of paragraph 
95, rule 11, House of Representatives, and specifically under author- 
ation of resolution of the Committee on Government Operations. 

It is our purpose to take testimony this morning from Mr. Edward 
T. McNamara. This is a part of the general subject which we have 
been considering in our study of the foreign aid program in Laos. 

Mr. McNamara, you are appearing in response to a subpena? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Will you stand and be sworn, please, sir? 

(The witness, Edward T. McNamara, was thereupon sworn.) 

Mr. Harpy. I want the record to show the presence of Mrs. Kee, 
Mr. Meader, Mr. Monagan, myself, constituting a quorum under the 
committee rules. 

Mr. McNamara, the rules of the committee require that you be 
advised of those rules. Have you seen a copy ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. I should advise you that under those rules you are 
entitled to bring counsel of your own choosing to advise you if you 
sodesire. You have been made aware of that? 

Mr. McNamara. Yes, sir, I have. 

Mr. Harpy. Now, the committee, in its subpena, stipulated that 
you should bring certain records with you. Have you brought those 
records ? 

Mr. McNamara. Yes, sir, with some very minor exceptions which 
Imentioned to Mr. Reddan. I have copies of my tax returns for 1955, 
1956, 1957, and I haven’t prepared 1958. I have my notes and two 
forms and substantially most of the papers I will be using for the 
preparation. 
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Mr. Harpy. I think that will be satisfactory insofar as the 1958 
return would be concerned. If you haven’t prepared it, why obvi. 
ously, you couldn’t bring it with you. ” 

Mr. McNamara. Now, I am not certain that I have all my check 
stubs. I have a complete record of all my checking transactions, I 
have all of the checks and statements, but I didn’t have time 
through all the stubs to make sure I have all the stubs, but 
is substantially my stub record. 

Mr. Harpy. Suppose we check that as we come to it. 

Now, Mr. McNamara, will you, for the benefit of the record, state 
your full name and your present address # 


, to 20 
I think this 


TESTIMONY OF EDWARD T. McNAMARA, FORMER CHIEF OF PUBLIC 
WORKS AND INDUSTRY OFFICE, U.S. OPERATIONS MISSION, Laos 


Mr. McNamara. My name is Edward Thomas McNamara. 

Mr. Harpy. What is your address? 

Mr. McNamara. I was just going to ask you: My present official 
address is still 5147 Tennyson Street, Washington; but I am in the 
process of moving to Florida. At the moment, just a few days ago, 
we took a small apartment at 60514 West Henry Avenue, Tampa. " 

Mr. Harpy. That is fine, we have both addresses. 

Mr. McNamara. Now, this probably is not my permanent address: 
I don’t have any furniture there or anything else, but I will move to 
some other point in Tampa. I have accepted employment with a con- 
struction firm in Tampa. 

Mr. Reppan. Do you have a telephone there, Mr. McNamara? 

Mr. McNamara. No, sir. 

Mr. Reppan. How could you be reached ? 

Mr. McNamara. Clair-Mel Builders, Inc., 5224 South Dale, May- 
bury Highway, Tampa 11, Fla. I don’t know what the telephone 
number is there, but I can be reached by telephone through calling 
that office. - 

Mr. Harpy. That is fine. 

Go ahead, Mr. Reddan. 

Mr. Reppan. Mr. McNamara, may I have the documents that you 
produced—— 

Mr. Harpy. Before you do this, let me make this suggestion to the 
committee on a procedural matter. 

I believe that, in this particular subject, it would be better to let 
Mr. Reddan, the counsel, proceed and develop the inquiry according 
to his best judgment. 

Mr. Mraper. I would like to suggest that he get a background of 
Mr. McNamara. 

Mr. Harpy. We will dothat. But I shall try to withhold questions, 
and would like everybody else to, until we get to the end of Mr. Red- 
dan’s examination. Before we start on that, though, I will make this 
inquiry. 

Mr. McNamara, in order that the committee may have the benefit 
of a little background knowledge of your personal biography and ac- 
tivities, will you advise the committee what has been the extent of 
vour contact, particularly in governmental employment, and briefly 
what you were engaged in prior to your Government affiliation, es 


Thank you, sir. 
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ecially as your employment related to the ICA and to the various 
engineering and construction branches. I think you have been em- 
ployed by sever: al. aire e 1. ; pe 

Mr. McNamara. Yes, sir. Where do you want to start, from the 
present and go bae hk ¢ 

Mr. Harpy. Kither way. May we start at present and go back? 
It would be easier. 

Mr. Reppan. May we have your educational background, also, Mr. 
McNamara ‘ é 

Mr. McNAMaAra. If I had thought, I could have carried along a 
résumé, but I don’t have it with me, 

Mr. Harpy. That isall right. Youcan just go from memory. 

Mr. McNamara. I have done one recently, so 1 am fairly familiar 
with it. 

Presently I am employed by Clair-Mel Builders, Inc., as I men- 
tioned. This was eflective as of March 1 or 2 of this year. Prior to 
that—— 

Mr. Meaver. In what capacity ? 

Mr. McNamara. My title there is director of production. Actually, 
Iam responsible for their construction operations. It is a home- 
building firm. 

Prior to that. I was associated with Transport: ation Consultants, o1 
rather, General Lacey Murrow in T r ansportation Consultants; Mur- 
vow, Mendenhall, and Miller, which is a consolidation of General 
Murrow’s firm and hg other firms. They are interested largely in 
State highway work, but general lly 7 ederal, the one supported by 
Federal funds in the Interstate Syste My title was oflice engineer. 
My duties were working up i or reports, proposals; doing 
contact work with various clients. 

Mr. Reppan. Excuse me. What was that contact work with 
various plants / 

Mr. McNamara. Plants and prospective clients. 

Mr. Reppan. Does that include the Government ? 

Mr. McNamara. I had made contacts with the Government, yes, sir. 

Mr. Reppan. With ICA ? 

Mr. McNamara. No, sir. 

Mr. Reppan. With what branch of the Government ? 

Mr. McNamara. Department of Defense and its various depart- 
ments. 

Mr. Reppan. Any other department or agency of the Government ? 

Mr. McNamara. Yes sir, a couple of these planning groups, Na- 
tional Capital Planning. I can’t think of any other Federal Govern- 
ment contacts. 

Mr. Reppan. Anything to do with foreign aid or developmental 
funds? 

Mr. McNamara. No, sir, not directly with those people, but I did 
contact the embassies of other countries here. 

Mr. Reppan. What embassies? 

Mr. McNamara. Well, all of those in South and Latin America. 

Mr. Reppan. Any of southeast Asia ? 

Mr. McNamara. No, sir. Only that of Burma—well, no, Burma 
and Malaya. 

Mr. Reppan. Go ahead. 
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Mr. McNamara. The association with TCI started in November ot | Mr. Re 
1957. That was at the end of my work with ICA, which extended | municatl 
from November of 1955 to December of 1957. It was in this conn | eS 
tion that I was stationed in Laos. “| = 

Mr. Reppan. Under what circumstances did you go to work fy | NS kn 
TCI? When did you apply for the position ? | — 

Mr. McNamara. Actually, I didn’t make any application ag such | ee 
When I returned to the United States I had previously intended—wel ae 
I had notified ICA some 6 months earlier that I had intended to leaye = 
their service ae 

Mr. Reppan. Did you give them written notice of that ? = Ri 

Mr. McNamara. Yes, sir. There isan automatic form that is given } eas 
to foreign service employees about 6 to 9 months before the end of. a Mc 
their tour. I had intended, or I had hoped to be able to go into a yep. Mr. RE 
ture here in the United States that didn’t materialize, and I was Mr Mc 
considering two or three different possibilities. In December Gener Mr. Ri 
Murrow, whom I had seen several times er t 2 

Mr. Reppan. In November, you say ? Mir, Me 

Mr. McNamara. No, after I was back in December, just prior to Mr. R 
my joining the firm, in a conversation, you might say; it was just that} 9 you ir 
he asked me what I was going to do. I hadn’t settled on anything 6 19577 
He said, “Well, I have to go to Baghdad, so why don’t you come in Mr. M 
here with us and see how you like it ?” I iia | 


Mr. Meaper. Might I ask, Mr. McNamara, what are the firms you Mr. Rt 
had intended to join that did not materialize ? t Mr. M 

Mr. McNamara. Well, the proposition I was most hoping for wa Mr. M 
a firm that didn’t develop. It was in connection with becoming ass. | 44. 1957 
ciated with a John Houston here in Washington, who had been work- Vr. Mi 
ing to develop an underground conduit in which the A.T. & T. ws) ye yy 
very interested. But, prior to my getting back here, that deal failed | Mr. H 
to materialize in the way we had anticipated. Salih 


ti t .. | tosend y 
I also had an offer from my brother’s firm in New Jersey to join " 


them on my return to the United States. He is in the scaffolding busi- Wane 
ness. I had just started to make some contacts with the thought of| panicula 
getting myself employed. fa ae 
Mr. Reppan. You say you went with TCI in November of 1957 or ME Ry 
December of 1957 ? Mr. M 
Mr. McNamara. No. December. tone to I 
Mr. Reppan. Did you receive a letter on November 6, 1957, from Mr. H 
Vientiane and addressed to you at Lacey Murrow’s firm, Transports | yhile yo, 
tion Consultants, Inc. (TCI), replying to your request for inform Mr. Me 
tion on a schedule of operations on the airport job? Mr. 1. 
Mr. McNamara. This would be a letter Sen whom ? | motion t 
Mr. Reppan. From TCI in Vientiane. In other words, were you) ,; : 

: és - = rport } 
working for TCI as of November 6, 1957 ? Mr. M 
Mr. McNamara. No, sir. dodge th 
Mr. Reppan. Were you at all interested in their operations or plats | gone to 
in connection with the airport job? .| in TODs 
Mr. McNamara. I was interested in my capacity as being respons: gation, ; 
ble for the airports. \ Mr. Mi 
Mr. Reppan. As an ICA employee ? Mr. M 
Mr. McNamara. Asan ICA employee. Mr. H. 
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Mr. Reppan. Is there any reason why anyone would address a com- 
munication in care of Transportation Consultants, Inc., as of that 
date, November 6, 1957 ¢ i 

Mr. McNamara. As of that date, November 6, very likely, because 
I'd left Vientiane and anyone who was addressing that kind of a letter 
would know that I was going to be in touch with Lacey Murrow here 
in Washington. 

Mr. Reppan. Correct me if I am wrong, but I believe your testimony 
was that you did not know you were going to be employed by Lacey 
Murrow or TCI until after you got back here to the States? 

Mr. McNamara. That is true. 

Mr. Reppan. You returned for what purpose? You were still on 
the Government payroll, were you not ? 

Mr. McNamara. When I returned to the States? 

Mr. Reppan. Yes. 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Then you were returning to confer with ICA, were 
you not ¢ 
“ Mr. McNamara. Yes, sir. 

Mr. Reppan. My question is why would anybody address a letter 
to you in care of Transportation Consultants, Inc., as of November 
6, 1957 ¢ 

Mr. McNamara. I don’t know, sir, unless, as I say, they knew that 
[ would be in touch with Lacey Murrow. 

Mr. Reppan. All right. 

Mr. Monacan. When did you come back to the States? 

Mr. McNaMara. | arrived in New York, I believe, on November 
14, 1957. 

Mr. Meaper. When did you leave Vientiane? 

Mr. McNamara. November 3. 

Mr. Harpy. Let me ask you something. Did you request anyone 
tosend you information on the schedule of operations on the airport 
job and to send them to you in care of Lacey Murrow ? 

Mr. McNamara. Sir, I don’t remember exactly—I know that at that 
particular time I was interested in the development of the airport. 
I very well could have. 

Mr. Reppan. What was TCI’s connection with that airport? 

Mr. McNamara. ‘They were the designers; that is, they had a con- 
tract to locate and design the airport. 

Mr. Harpy. You were in frequent contact with TCI in Vientiane 
while you were there ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Did you ask somebody in that office to send you infor- 
mation to TCI in Washington on the schedule of operations on the 
airport job ? 

Mr. McNamara. I believe I might have, sir. I am not trying to 
dodge the question; I just don’t remember all of the particulars. It 
seems to me that when I got to—I recall receiving, getting documents 
in TCI’s office covering the overall operation of the schedule of op- 
erations on the airport job. 

Mr. Meaper. What airport are we talking about? 

Mr. McNamara. This was a proposed airport in Vientiane, Laos. 

Mr. Harpy. Was that one of the first things you worked on after 
you got back to Washington, the interest TCI might have in that job? 








SS UNITED STATES AID OPERATIONS IN LAOS 


Mr. McNamara. I would have to answer that question this way. | 


No, sir, I did not work in TCI’s interest prior to joining their payrgl 
and I did not work in TCI’s interest with ICA at any time. © 

Mr. Reppan. Let’s see if we can speed up the background infpp. 
mation just a little bit, Mr. McNamara. 

You were employed by TCI, and then prior to that time YOu wer 
employed by ICA from November 1955 to November 1957; is tha | 
right ? 

Mr. McNamara. That is right. 

Mr. Reppan. All right. And prior to that time? 

Mr. McNamara. Prior to that—— 

Mr. Reppan. In what capacity were you employed by ICA, anq 
where were you stationed ? 

Mr. McNamara. I was the Public Works and Industry Officer t) 
the United States Operations Mission to Laos, I was stationed jp 
Vientiane. 

Mr. Reppan. And prior to that time? 

Mr. McNamara. Prior to that time I was employed by Pete 
Kiewit Sons, Inc., as a chief engineer from June of 1953 to November 
of 1955. 

Mr. Reppan. Are you a licensed engineer ? 

Mr. McNamara. No, sir. 

Mr. Monacan. What was the answer? 

Mr. McNamara. “No, sir.” 

Mr. Reppan. Have you ever had any engineering training? 

Mr. McNamara. Yes. 

Mr. Reppan. Where did that training take place? What was the 
nature of it; formal training in school? 

Mr. McNamara. The only formal engineering training I have had 
has been principally International Correspondence School studies 
I am not a graduate engineer and I have not attended any engineering 
school. 

Mr. Reppan. Did you attend college? 

Mr. McNamara. No, sir. 

Mr. Reppan. Allright. Prior to that time what was your employ- 
ment? Were you employed by the Office of Secretary of Defense! 

Mr. McNamara. Yes, sir. I was detailed over there in September 
of 1952, while I was still on the Defense Production Administration 
payroll, and I think that OSD picked me up about, sometime early 
in 1953, and I was there until the end of May of 1953. 

Mr. Reppan. All right. And January of 1953 to May 1953, the 
Assistant to the Director of Installations, Office of Secretary of 
Defense ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And to what extent had you had experience in the 
building business or anything relating to public works prior to that 
time? Maybe we can shorten it a bit. 

Mr. McNamara. Well, I was born in the building business, you 
might say, sir. I was raised in a construction family and I have been 
working on construction jobs since about as long as I can remember. 


i 


I engaged in my own construction business from October of 1945 ‘ 


until about April of 1951, operating as a general contractor and also 
in residential developments. 
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Mr. Monacan. Where was this, Mr. McNamara? 

Mr. McNamara. In New Jersey. 

Mr. Reppan. East Orange ? 

Mr. McNamara. Yes, that was our headquarters, we operated in the 

neral northern New Jersey area. 

Mr. Reppan. You are married ? 

Mr. McNamara, Yes, sir. 

Mr. Reppan. Do you have any children? 

Mr. McNamara. ‘Two daughters. 

Mr. Harpy. Just one other question; on this matter of background, 
have you lived in several different places in the United States? You 
area native of what State ? 

Mr. McNamara. New Jersey. 

Mr. Harpy. Have you lived in several other cities in the United 
States ? 

Mr. McNamara. Yes, sir; I have. 

Mr. Harpy. What cities have you lived in? 

Mr. McNamara. I have lived in Upper Darby, Pa., for about 4 
years; I went to Upper Darby from New Jersey, and I then went back 
to New Jersey from there, and then I was in New Jersey for about 8 
years to 1951. Ithen lived in Arlington, Va., until 1953 

Mr. Harpy. What business were you in in Upper Darby, Pa. ? 

Mr. McNamara. I worked for the Simmons Co., manufacturers of 
bedding. 

Mr. Harpy. I see. And then, you went to East Orange N.J.; and 
what were you doing there ? 

Mr. McNamara. When I first went there, I was with Eastern Air- 
craft Division of General Motors. 

Mr. Harpy. And what were you doing after that? 

Mr. McNamara. After that, I started my own construction business. 

Mr. Harpy. I see. And then from there you say you came to Ar- 
lington, Va. ? 

Mr. McNamara. That is right. 

Mr. Harpy. What were you doing over there; is that when you were 
working with Defense Department ? 

Mr. McNamara. I worked first with Defense Production Adminis- 
tration, and then with the Defense Department. 

Mr. Harpy. And you left there when, 1953 ? 

Mr. McNamara. That is right, sir. 

Mr. Harpy. And you went where? 

Mr. McNamara. Took up residence in Portsmouth, Ohio, and 
worked for Peter Kiewit Sons, Inc. 

Mr. Harpy. What do they do? 

Mr. McNamara. They were constructing an atomic energy plant 
north of Portsmouth, Ohio. 

Mr. Harpy. I see. How long did you stay with them? 

Mr. McNamara. Until November of 1955. 

Mr. Harpy. And at that time, you became employed by whom? 

Mr. McNamara. By ICA. 

Mr. Meaper. Mr. Chairman 

Mr. Harpy. Yes? 

Mr. Meaper. Do I understand you were with Defense Production 
Administration from 1951 to 1953? 
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Mr. McNamara. I was with Defense Production Administratio 
from, I believe I started in April of 1951, and then in September of 
1952, I remained on their payroll, but I went to work as Assistant to 
the Director of Installations in the Office of Secretary of Defense 

Mr. Meaper. What was your function with DPA? 

Mr. McNamara. I was a construction specialist. I participated jp 


| 


the basic allotments of the control materials to the segments of the | 


economy, which were designated as “construction users.” 

Mr. Mreaper. You had nothing to do with either loans or rapid 
amortization ¢ 

Mr. McNamara. No, sir. 

_ Mr. Harpy. And when you went into Defense, you say you wer 
in the office of the Director of Installations ? 

Mr. McNamara. I was assistant to Mr. Creedon. 

Mr. Harpy. We had him over here a few times. 

Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

Mr. Reppan. Why did you leave TCI and what was the date of 
your leaving? 

Mr. McNamara. I felt that this position in Florida offered a much 
better opportunity for me, and was better suited to my talents, actu. 
ally, than my TCI employment. 

Mr. Reppan. Now, you say you submitted your resignation to ICA 
6 months before you left? 

Mr. McNamara. That is right, sir. Let me just clarify that, if you 
will. This was as part of a submission of a standard form, in which 
I indicated that I planned to leave ICA. 

Mr. Reppan. Were they really your plans, to leave ICA as of that 
time ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Now, did there come a time between that date and the 
date you left ICA when you planned to stay in Laos? 

Mr. McNamara. I am afraid, sir, the answer to that is yes and no. 
The Director who came in in the middle of 1957 asked me if I would 
be interested in becoming Deputy Director of the Mission, 

Mr. Reppan. Who was that? 

Mr. McNamara. Carl Robbins. I refused several requests for quite 
a period and, finally, I said: “Yes, I will consider it, if certain things 
are given to me.” Frankly, I did not believe they would be given to 
me. 

Mr. Reppan. What did you ask for? 

Mr. McNamara. A grade raise, full home leave, a contractual period 
of a year, something else, I think there were four or five items, but 
they were all in the general area of personal betterment, as far as I 
was concerned. 

Mr. Reppan. What happened as a result of your making those 
contingencies? 

Mr. McNamara. Nothing happened to it. 

Mr. Reppan. Do you know whether or not any recommendations 
were sent to Washington ? 

Mr. McNamara. I know that Robbins made a recommendation. 
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Mr. Reppan. Do you know what happened to the recommendation ? 

Mr. McNamara. No, sir; except that—based on my contacts with 

ple here in Washington, after I returned—I don’t believe it was 
ever seriously considered. 

Mr. Reppan. Do you know whether or not it was approved ? 

Mr. McNamara. I am quite sure—well, I don’t know. 

Mr. Reppan. Do you know why it wasn’t seriously considered ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Did it ever come to your attention that a regional in- 
spector in Bangkok, R. M. Kelly, had written to the Department con- 
cerning your nomination for that position ? 

Mr. McNamara. No, sir. 

Mr. Reppan. What were your employment responsibilities while 
in Laos? 

Mr. McNamara. I was responsible for the public works program. 

Mr. Reppan. Did that include supervising all engineering and con- 
struction projects? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And what about the contracts pertaining to those 
projects, did you have any duties with respect to the contracts, the 
drafting of the contracts or the awarding of the contracts? 

Mr. McNamara. No, sir, the major contracts were all handled in 
Washington. 

Mr. Reppan. Yes, but what about those that were handled in Laos? 

Mr. McNamara. Those that were issued in Laos, I believe I par- 
ticipated in the drafting of a couple of contracts, but it was not my 
responsibility. 

Mr. Reppan. Now, with respect to recommendation to Washington 
for the award of contracts, what was your responsibility in that area? 

Mr. McNamara. I don’t believe I have any responsibility as such, 
sir, but we did make recommendations through the Director to 
Washington. 

Mr. Monacan. Did you have any other responsibilities other 
than drafting in connection with these locally let contracts? 

Mr. McNamara. No, sir, the actual contract was not of my responsi- 
bility. I had no authority to sign a contract, I had no authority to 
let a contract. 

Mr. Monacan. How about with reference to proposals? 

Mr. McNamara. Well, even there, I didn’t have any responsibility. 

Mr. Monagan. Did you do any work in that connection ? 

Mr. McNamara. Only on an informal basis. 

Mr. Mraprr. Perhaps the way to get at this is to have him de- 
scribe precisely what his duties and responsibilities were rather than 
the things he didn’t have responsibility for. 

Mr. Reppan. Will you answer Mr. Meader’s question ? 

Mr. McNamara. Well, my responsibilities were to work up a public 
works program that. would fit into the available funds as tied into 
the overall program, and then having submitted all of the proper 
necessary documents to get the program actually set up, I then had 
responsibility for the overall supervision of any work that was to be 
accomplished under the program. 

Mr. Monacan. Could you go into the determination of what proj- 
ects were needed ? 
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Mr. McNamara. Yes. 

Mr. Monacan. That was part of the job to make a schedule— | 

Mr. McNamara. That is what I meant when I said, in the pro. 
gram, in the development of a given project as part of the pro 
and then process the necessary papers to have it established QS 4 
part of the program, after which eventually a contract would be jg. 
sued or procurement initiated and then it was my responsibility ty 
oversee this work, although I might say, in most of the contrac 
initiated by Washington, that responsibility as such was never quite 
clearly spelled out. 

Mr. Reppan. Now, you initiated all of the contracts, did you not 
in Laos, that were not originated in Washington. 

Mr. McNamara. No, sir. 

Mr. Reppan. But you issued the PIO/C? 

Mr. McNamara. Yes, sir. 

Mr. Monacan. What is that? 

Mr. Reppan. Will you explain the PIO/C? 

Mr. McNamara. PIO/C means “Program Implementation Order! 
Commodity.” PIO/C’s actually were issued by the procurement 
adviser, the other one they call PIO/T, which covered technical 
services. 

Mr. Reppan. Weren’t they issued at your request? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And it was based on that that the contracts for the 
project would be awarded in Washington ? 

Mr. McNamara. Yes, sir. It was one of—after the program was— 
the first piece of paper was what ICA calls a PPA—— 

Mr. Mreaper. What does that stand for? 

Mr. McNamara. Program proposal and approval, something like 
that. 

Mr. Reppan. That is right. 

Mr. McNamara. And the PPA stated rather broadly and generally 
the kind of a project that was being proposed, the amount of money 
that was estimated to do the job, and generally the manner in which 
the project will be accomplished. This first had to have Washington 


approval. If it had Washington approval, then the Mission issued, | 


I believe, what was considered a draft PIO, which then came to Wash- 
ington and if it was approved, then action was taken to, if it wasa 
PIO/C, to procure whatever was in the project; or if it was a PIO/T, 
action was taken to engage the services of whatever contract personnel 
was needed. 

Mr. Reppan. But they came from the Mission, PIO/T’s and 
PIO/C’s? 

Mr. McNamara. That is right; they were initiated at the Mission. I 
think they didn’t get to be formally PIO/C’s or PIO/T’s until they 
were actually approved here. 

Mr. Reppan. And you in your capacity there as Public Works Ofi- 
cer, were the one who initiated those ? 

Mr. McNamara. That is right. 

Mr. Mraper. May I just clarify something in my own mind? Yon 
were in Laos over what period of time? 

Mr. McNamara. I arrived there in December of 1955 and left there 
in November of 1957. 
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Mr. Meaver. And during that entire period you had the same re- 
sponsibility as Public Works Officer ? 

Mr. McNamara. Yes, sir. ; wes 

Mr. Meaper. Now, I am not quite clear. You said “Public Works 
Officer” ; as such you had no responsibility or authority—I guess “au- 
thority” would be the better word—either to let or to sign contracts, 
either of major projects or projects that were awarded locally? 

Mr. McNamara. That is right. 

Mr. Meaver. Who did have that authority ? 

Mr. McNamara. I believe the Mission Director and the Procurement 
Adviser; I don’t know who else might have had. 

"Mr. Meaver. But it was your responsibility to make recommenda- 
tions to those officials with respect to the award of contracts, was it ? 

Mr. McNamara. That is kind of a yes-and-no answer, I would have 
to give you, sir. It was never clearly stipulated responsibility, but 
when a project arose that was going to be handled on a local basis, 
we sat down around a table and came up with a decision. 

There wasn’t, that I can recall, any specific formula or method by 
which I made a specific recommendation. 

Mr. Meaper. It would just strike me offhand that a public works 
officer who had gone through the process of studying proposed public 
works projects would naturally make the recommendations about the 
execution of those. 

Mr. McNamara. Well, I wasn’t trying to evade your question, sir; 
all I was trying to get across was the fact that there was no formal 
procedure for doing this. Insofar as my recommendation was con- 
cerned, I think it was given top consideration. 

Mr. Meaper. Was there a job classification description for your 
position ? 

Mr. McNamara. For my work ? 

Mr. Meaver. For your position ? 

Mr. McNamara. Yes. 

Mr. Meaper. Could we have that? 

Mr. Reppan. ‘That is in the personnel file and we are getting that. 

Mr. Monacan. May I ask just one question / 

Was there a procedure, a formal procedure for the letting of con- 
tracts under which the Mission operated, requiring bids? 

Mr. McNamara. None, that I specifically know of, sir, and I think 
the reason for it, is that it wasn’t contemplated that the Mission would 
ever do much of this kind of work. 

Mr. Reppan. Weren’t you governed by general ICA regulations 
for the award of contracts? 

Mr. McNamara. Yes. 

Mr. Reppan. I believe that is what Mr. Monagan was referring to. 

Mr. Mraper. What was your rate of pay while you were there? 

Mr. McNamara. My base rate at the start was $10,200, and it went 
to $11,500, or $11,700; and in addition there was a 25-percent dif- 
ferential for the post, on top of that. 

Mr. Meaper. Did you have, in addition to that, any allowance for 
living expenses ? 

Mr. McNamara. Only at the start, and then that was canceled, but 
I was given a house to live in. I didn’t have any housing or rental 
expenses, 
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Mr. Reppan. I asked you this question before and I don’t know | 


Te let, | 


whether you answered it or not; but after those contracts we 
you had supervision over the contracts, the projects ? 

Mr. McNamara. Yes. 

Mr. Reppan. Did you also have the duty to certify as to the com. 
pletion of the projects and the quality of the work that was per. 
formed ? 

Mr. McNamara. I was responsible for signing a certificate of satis. 
factory performance. 

Mr. Reppan. And it was on that certificate that payment would hy 
made? 

Mr. McNamara. Yes. 

Mr. Reppan. At the time you went with Murrow, Mendenhall, and 
Miller, or TCI, did you ask for a conflict of interest clearance fro 
ICA? 

Mr. McNamara. No, sir. 

Mr. Reppan. Could you identify for us the principal contracts 
which TCI had with ICA or USOM during the period that you wer 
Public Works Officer in Laos? 

Mr. McNamara. Yes, sir. There was a highway reconnaissane 


m 


contract, which was expanded to include a study of the methods of | 


transport to and from Laos and also it was expanded to include q 
study of the transport utilization of the Mekong River. 

Mr. Reppan. How about the airport? 

Mr. McNamara. The airport contract was established in Vientiane 
for the design and location of the airport. 

Mr. Reppan. Did you have anything to do with the recommends. 
tion of any of those contracts? Did you recommend TCI for any of 
those contracts ? 

Mr. McNamara. Yes, sir, I did; except for the first one; I would 
say I had something to do with the recommendation on all the rest 
of them. 

Mr. Reppan. Were competitive bidding procedures followed in the 
award of those contracts? 

Mr. McNamara. I don’t believe so. 


Mr. Reppan. How were those contracts awarded: were they | 


negotiated contracts? 

Mr. McNamara. Well, the first phases mentioned that had to do 
with highway reconnaissance; that got to be something of a trans- 
portation study; were all handled in Washington. 

Mr. Reppan. The Mission made no recommendation ? 

Mr. McNamara. The Mission did make recommendation, yes, sir; 
but the actual handling of the contracts was done here. 

Mr. Reppan. Were any recommendations made as to whom the con- 
tracts should be awarded ? 

Mr. McNamara. Yes, sir; the Mission recommended that TCI bk 
awarded the work. 

Mr. Reppan. And did you participate in that recommendation! 

Mr. McNamara. Yes, sir; I did. 

Mr. Reppan. Do you know the approximate dollar volume of that 
contract ? 

Mr. McNamara. I believe in the first instance, it was, the first one 
must have gotten to be about $125,000 to $150,000. It started off with 
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either 25 or 50, and then it was 75 added, and then I believe another 
95 added. The airport was just under 25. 
~ Mr. Reppan. Just under 25? 

Mr. McNamara. That is right. 

Mr. Reppan. Now, how about the ferry ramp surveys? 

Mr. McNamara. Well, you mean the surveys or the actual designs ? 

Mr. Reppan. I want the surveys and then the ramps themselves. 

Mr. McNamara. Well, the work that was given to TCI on the ferry 
ramp was negotiated here in Washington. 

Mr. Reppan. But did you recommend them for that job? 

Mr. McNamara. Yes, we did. 

Mr. Reppan. In all of those cases, they were negotiated rather than 
competitive ¢ : é 

Mr. McNamara. I believe so, but the contract people here could tell 
you that better than I. 

" Mr. Reppan. To what extent did you participate in the negotiation 
or award of any of those contracts? The negotiations leading to 
the awarding of the contract: I will put it that way ? 

Mr. McNamara. Well, I didn’t participate in any of them other 
than the airport contract, which was negotiated and awarded in 
Vientiane. 

Mr. Reppan. Now, during your stay in Laos, did you have any 
contact with Universal Construction Co. ? 

Mr. McNamara. Yes, sir. 

Mr Reppan. Is that an American corporation ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Has it ever been an American corporation ? 

Mr. McNamara. I don’t believe so; it hasn’t been, to my knowledge. 

Mr. Reppan. In what official capacity did you have any dealings 
with Universal Construction Co. ? 

Mr. McNamara. Well, my dealings started off in something of an 
unofficial capacity in that the first contact I had with Universal was 
inconnection with four buildings that were constructed on the USOM 
compound, which were not in my responsibility, but I worked more 
or less in an advisory capacity to the administrative office because of 
my construction experience. 

Mr. Reppan. Was that under a contract with ICA; were those 
houses built under contract with ICA ? 

Mr. McNamara. No, sir; I think that contract was let locally 
through some sort of a waiver. 

Mr. Reppan. When was your next association with them? 

Mr. Meaver. I don’t understand that reply. The Universal Con- 
struction Co. was building four buildings in the USOM compound 
in Vientiane, but did not do it for ICA ? 

Mr. McNamara. Well, I think the reason for my giving that kind 
of an answer, sir, was I was thinking in terms of an ICA contract 
being a Washington contract as opposed to a USOM contract. 

Mr. Mraper. You mean, they were doing it for USOM 

Mr.McNamara. That is right. 

Mr. Mraper. And the contract was handled entirely by USOM 
Laos, and not participated in by ICA, Washington ? 

Mr. McNamara. This particular contract was negotiated in Bang- 
kok, by the executive officer there, who at that time was serving as an 
executive officer for Bangkok and Vientiane, both. 
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Mr. Reppan. That was a lump-sum contract in the amount t 
$49,000; wasn’t it? : 

Mr. McNamara. Yes, sir. 

Mr. Reppan. That couldn’t be initiated in the field; that was } 
dled by Washington ; was it not ? . 
oe McNamara. No, sir; I believe that there was a waiver involved 
in that. 


Mr. Reppan. All right. Was it your understanding, then, that this 


was not an American concern, not an American corporation at any 
time during your association with them ? : 


Mr. McNamara. That is right, sir; I never understood them to be | 


an American corporation. 

Mr. Hanxpy. Where did you understand they were incorporated or 
were they incorporated 4 

Mr. McNamara Frankly, sir, I never looked into that particular 
phase of it as such, They were on the scene and they were doing 
this work, 7 

Mr. Reppan. How many transactions did you have with Universal 
while you were there? 

Didn’t they have about 20 contracts either with USOM or ICA 
during the period that you were there as Public Works Officer? 

Mr. MoNamara. They had—I will try to enumerate them. 

Mr. Reppan. You don’t have to enumerate them now. 

Mr. McNamara. They had several contracts. Offhand, | 
wouldn’t—— 

Mr. Reppan. Were any of them USOM contracts as you distingnish 
them from ICA contracts ? 

Were they negotiated between the Mission and Universal ? 

Mr. McNamara, There were the barracks contracts and the con- 
tract for the 14 houses, were negotiated between the Mission and 
Universal. 

Mr. Reppan. All right—— 

Mr. MoNamara. Then, there was—— 

Mr. Reppan. Did you engage in any way in those negotiations? 

Mr. McNamara. Very casually, sir, they were handled by Mr, Ash- 
canase. A-s-h-c-a-n-a-s-e. 

Mr. Harpy. I think this is the gentleman we had a contact with 
in the Tehran area. 

Mr. Reppan. What was Mr. Ashcanase’s position at that time? 

Mr. McNamara. As I mentioned, he was serving as sort of a “two- 
headed” officer in Bangkok and Vientiane. 

Mr. Reppan. Did you learn during any of those negotiations the 
identity of the firm with which you were negotiating ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Any question ever come up as to whether it was an 
American firm or foreign corporation ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Have you subsequently learned the nationality of the 
corporation ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. When did you find that out, and what is the nation- 
ality 

Mr. McNamara. As far as I know, it is a Thai corporation. 

Mr. Reppan. A Thai corporation ? 


1an- 


' 


Mr. Me 
Mr. Ri 
Mr. M 
Mr. FB: 
corporat: 
Mr. Me 
later’, to 1 
Mr. Bi 
was also 
Mr. Mo 
Mr. H. 
of those ] 
States ? 
Mr. R 
Thailand 
but I hat 
at this t 
sponse tc 
was recel 
Univers: 
91, 1955. 
list of offi 
March, 19. 
(Signed 
Mr. H. 
Mr. Me 
locally in 
Mr. H. 
Mission 
Mr. Me 
Mr. H. 
would be 
tenstein « 
who you 
Mr. M 
were dea’ 
Mr. H. 
When 
Mr. M 
the midd 
Mr. H. 
tracts tha 
Mr. Mi 
Mr. Hz 
Mr. M 
with ther 
1957. I 
Mission \ 
Mr. Rx 
of contra 
Mr. M 
Mr, Ri 
They h 
they ? 


nd 


he 


un 


he 


UNITED STATES AID OPERATIONS IN LAOS 97 


Mr. McNamara. That was my understanding; yes, sir. 

Mr. Reppan. Who told you that? 

Mr. McNamara. I believe Mr. Peabody. 

Mr. Reppan. Did you ever hear that it was also a Liechtenstein 
corporation ? i ; 

Mr. McNamara. Yes, sir; I did. Iam sorry, this came about much 
later, to my understanding. ; 

Mr. Reppan. Would it surprise you to know during that period it 
was also an American corporation ¢ 

Mr. McNamara. Yes, it would. 

Mr. Harpy. Lam getting it confused. Was it chartered in all three 
of those places at the same time, Liechtenstein, Thailand, and United 
States ? 

Mr. Revpan. I don’t know whether it was ever incorporated in 
Thailand. I understand there has been a Liechtenstein corporation, 
but I have here a telegram which I would like to read into the record 
at this time from the Secretary of State, Carson City, Nev., in re- 
sponse to a request we made to him for information. This telegram 
was received 2 days ago and states: 

Universal Construction Co., Inc., a Nevada corporation, incorporated October 
91,1955. No Willis Bird mentioned in Articles of Incorporation nor in annual 
list of officers, et cetera, filed in this office, charter revoked first Monday of 
March, 1958. 

(Signed) John Koontz, Secretary of State. 

Mr. Harpy. You didn’t know it was a Nevada corporation ? 

Mr. McNamara. No, sir; I had only known that they were operating 
locally in southeast Asia, 

Mr. Harpy. Didn’t you have any official dealings on behalf of the 
Mission with that firm? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Obviously, each corporation is a separate entity and it 
would be a little difficult to be dealing simultaneously with a Liech- 
tenstein corporation and an American corporation. Did you know 
who you were dealing with? 

Mr. McNamara. To the best of my knowledge, sir, I thought we 
were dealing with a Thai corporation. 

Mr. Harpy. A Thai corporation. 

When did the Liechtenstein thing come into the picture ? 

Mr. McNamara. It seems to me that I first heard about it around 
the middle or latter part of 1957. 

Mr. Harpy. Well, that was while you were supervising some con- 
tracts that the corporation had with the Mission ? 

Mr. McNamara. I don’t believe they had any at that time, sir. 

Mr. Harpy. They didn’t have any in 1957? 

Mr. McNamara. No, sir; I think that the contracts that we had 
with them, well, I think they had some early in 1957, early part of 
1957. I don’t recollect that they were still doing business with the 
Mission when they were a Liechtenstein corporation. 

Mr. Reppan. Well, didn’t they have approximately $600,000 worth 
of contracts between February 1956 and November 25, 1957? 

Mr. McNamara. With the Mission, sir. 

Mr, Reppan. With either the Mission or ICA, 
ther had 12 contracts and 7 work orders during that period, didn’t 
they ? 
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Mr. McNamara. I guess they could have had, sir. 

Mr. Reppan. They had a contract for three barracks, three RB 
barracks and mess hall, contract for land survey, contract for water. 
main installation, contract for a water tower, contract for 44 
houses—— 

Mr. Harpy. Before you go too far, did you have any responsibility 
for the administration of those specific contracts that have just been 
enumerated ? 

Mr. McNamara. Those contracts, I did not have responsibility, sip 
they were the responsibility of the Administrative Officer who was 
responsible for any of the housekeeping chores. } 

Mr. Harpy. Well now, water tower, would that be 

Mr. McNamara (interposing). That was part of the water system 
for the USOM compound of Vientiane. : 

Mr. Harpy. Read the rest of them. 

Mr. Reppan. Contract for road maintenance? 

Mr. Harpy. Did vou have anything to do with that one? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Go ahead. 

Mr. Reppan. Contract for servicing road equipment ? 

Mr. Harpy. How about that 4 

Mr. McNamara. I had some responsibility in that, that was actually 
the responsibility of the Procurement Advisor. 

Mr. Harpy. Well, now, with respect to the road maintenance, what 
were your responsibilities ? 

Mr. McNamara. Well, I was responsible for the operation of the 
work under that contract. 

Mr. Harpy. Do you know the amount of that contract? 

Mr. McNamara. I believe that was $25,000. 

Mr. Harpy. And on the equipment—was that the next one, servicing 
of equipment—didn’t you have some responsibility in connection with 
that because of the fact that the equipment was involved in road 
maintenance ? 

Mr. McNamara. Yes, sir, I did have some responsibility. 

Mr. Harpy. Just what did you have to do with that contract? 

Mr. McNamara. Well, on that particular contract, I had one of 
my personnel working with Universal and with—there were some of 
the Vientiane people involved in overseeing the handling and setup of 
the equipment on the Thai side of the river, getting it across the river 
and getting it delivered to the Universal yard, and then we gave our 
information to the procurement office there, because as I understood 
it, the actual responsibility of it was theirs and anything we did was 
more or less from the standpoint of helping the overall project. 

Mr. Harpy. How did they get paid on that contract? Did they 
submit itemized vouchers? 

Mr. McNamara. I believe on that particular contract they were 
paid so much a month, yes, I am quite sure that was the way that 
worked, they were paid so much a month 








Mr. Harpy (interposing). Regardless of the amount of work per- 
formed ? 

Mr. McNamara. That is right, sir. 

Mr. Harpy. On road maintenance, how were they paid for that? 

Mr. McNamara. That was paid on the basis of their supplying 
personne] and doing road maintenance work. 
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Mr. Harpy. And did they submit vouchers periodically ? 

Mr. McNamara. Yes, sir, I think on a monthly basis. 

Mr. Harpy. Did you have the 1 responsibility of approving those 
wochers' 

Mr. McNamara. I issued the certificate of satisfactory performance. 

Mr. Harpy. Did you have anything to do with issuing such certifi- 
cates In connect ion with the « oe maintenance contract ? 

Mr. McNamara. Yes, sir, I did that. 

Mr. Harpy. Did you say that was done on a monthly basis? 

Mr. McNamara. That was my recollection, sir. 

Mr. Harpy. W “ould your certificates vary from time to time, or 
would there be a certificate for the same amount each month 4 

Mr. McNamara. The certificate of performance, sir, has no 
amount on it. 

Mr. Harpy. But it would have to indicate a performance—— 

Mr. McNamara (interposing). It is for a period of time. 

Mr. Harpy. In that case it would be for a period of time and not 
for a specific amount of work ace omplishe dl? 

Mr. McNamara. No, sir; that is correct. 

Mr. Reppan. On what basis did you sign the certificate of perform- 
ance, did you make a personal inspection of the work performed ? 

Mr. McNamara. In some cases, yes, in others, on the reports of 
people I had handling the work. 

Mr. Reppan. Who else did you have handling that work? 

Mr. McNamara. Well, the work on the handling of the set and 
storage of the equipment, was done by a Mr. Schmiedl. 

Mr. Reppan. Mr. Schmied]? 

Mr. McNamara. Yes. 

Mr. Reppan. Did he ever complain to you about how the work was 
being performed ¢ 

Mr. McNamara. Yes, sir. 

Mr. Reppan. After he had made those complaints, how long did he 
continue in that position ¢ 

Mr. McNamara. Well, he handled that particular work as long as 
we did it. 

Mr. Reppan. Did you sign certificates of satisfactory performance? 

Mr. McNamara. Yes. 

Mr. Reppay. In spite of his complaints ? 

Mr. McNamara. I signed certificates of satisfactory performance 
under any condition where I didn’t have a reason to lodge an unsatis- 
factory report. 

Mr. Reppan. What do you mean by that? 

Mr. McNamara. Well, it may be simpler to say I thought Universal 

was doing the best job they could do under the conditions. 

Mr. Reppan. Where did you get that idea? 

What did you base that conclusion on? 

Mr. McNamara. The equipment was arriving at the railway, it was 
getting across the river and it was being delivered to their yard and it 
was being assembled and it was becoming usable. 

Mr. Reppan. You mean you had no complaints as to the manner in 
which the equipment was being used ? 

Mr. McNamara. Not at that particular stage. 


41067—59——_& 
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Mr. Reppan. Did you sign any certificates of satisfactory per- 
formance after you had been placed on notice that the equipment, was 
being abused ? 

Mr. McNamara. I don’t quite follow you there, sir, I don’t recall 
being placed on notice that the equipment was being abused, 

Mr. Monacan. What were the bases of these objections that 
Schmied] made? 

Mr. MoNamara. First of all, sir, I think you would have to know 
Schmied1; he complained about everybody and e sverything. He was 
one of the more unhappy people there, and I was const: intly on carpet 
with the Director because he raised hell with everybody. 

Mr. Monacan. Just what were the objections? 

Mr. McNamara. Frankly, sir, I don’t remember any of them, but 
there were none that I considered of very much importance. 

Mr. Reppan. What was Schmied|’s job there ? 

Mr. McNamara. I believe he was set up as a construction engineer, 

Mr. Reppan. It was part of his duties to examine the quality of the 
work that was being performed ? 

Mr. McNamara. Well, it wasn’t so much that, sir, as it was to see 
that the job got done. 

Mr. Reppan (interposing). You didn’t care how it was done, just so 
long as it was done? 

Mr. McNamara. I don’t mean that, but it was necessary that the end 
use be attained. 

Mr. Reppan. The certificate of satisfactory performance, Mr. Me- 
Ni amara, certifies that the work has been done and been done properly, 
does it not? 

Mr. McNamara. Yes, sir, I would say so. 

Mr. Reppan. All right. Now, who had the duty to determine 
whether or not that work was done properly? 

Mr. McNamara. I did, sir. 

Mr. Reppan. And did you do it? 

Mr. McNamara. I believe I did. 

Mr. Reppan. I believe you testified just a moment ago that unless 
you had heard to the contrary, you assumed they were doing a good 
job, that Universal was doing a good job? 

Mr. McNamara. Well—— 

Mr. Reppan (interposing). Did you ever inspect any of the work? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you ever inspect any of the machinery ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you find at any time that the work was not being 
satisfactorily performed ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And did you thereafter sign certificates of satisfactory 
performance ? 

Mr. McNamara. Well, when I found that it wasn’t being performed 
to my satisfaction, it very generally was corrected. 

Mr. Reppan. Who was the president of Universal Construction? 

Mr. McNamara. I believe Mr. Peabody. 

Mr. Reppan. Who was Mr. Peabody? Did you know his first name! 

Mr. McNamara. Jerry Peabody. 

Mr. Reppan. Where does he live ? 
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Mr. McNamara. He presently lives in Bangkok. 

Mr. Reppan. Do you know his address there? 

Mr. McNAMaAra. ‘Yes, 1191 New Road. 

Mr. REepDAN. Who are the officers of Universal ? 

Mr. McNamara. Well, the only other one that I knew, and again, I 
am not sure : as to their organiz: vtional setup, was Mr. Willis Bird. 

Mr. Reppan. And what, from your observation, is his function or 
relationship to the organization ? 

Mr. McNamara. Well, he didn’t seem to have much to do with Uni- 
versal. Peabody ran any of the activities and Bird—well, I don’t 
know exac tly what he did, actus ally, but Pe sabody ran the construction 
end of it. 

Mr. Reppan. But you know he was an officer of the corporation 

Mr. McNAMara. No, I didn’t say that, sir; as far as my underst: oe 
ing was, Peabody and Bird were together in this venture. Now. who 
Wi as officers or who was called what, I fr: ankly, I don’t know. 

Mr. Reppan. All right, you knew that he was interested then in 
Universal Construction ? 

Mr. McNamara. Yes, sir. 

Mr, Reppan. Now, anyone else ? 

Mr. McNamara. No, sir, those were the only two that I knew. 
Well, let me go back a little bit. At one stage, there had been a 
Mickey Williams who was referred to as a partner, and also, I heard 
references made to a Mr. Peterson, who has an engineering firm in 
Tokyo, L believe, asa part. 

Mr. Reppan. I request that you identify them further as to name 
or to their title in the firm or other companies with which the y are 
connected ? 

Mr. McNamara. Well, I think Peterson’s firm is his own firm. Bird 
has a flock of companies in Bangkok, Williams, I think, has discon- 
tinued his association with Universal. 

Mr. Reppan. How about aC. T. Russell ? 

Mr. McNamara. Yes, I know him. 

Mr. Reppan. Who is Mr. Russell ? 

Mr. McNAMARA. He, J understood, was an employee of the firm. 

Mr. Reppan. Under what circumstances did you come to know Mr. 
Russel] ? 

Mr. McNamara. Seeing him around the operations there. 

Mr. Reppan. Was he an engineer ? 

Mr. McNamara. No, sir, I don’t believe so. 

Mr. Reppan. What did his duties appear to be, what was he doing? 
Was he in Laos ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. What was he doing? 

Mr. McNamara. He was in a general supervisory capacity. 

Mr. Reppan. How long was he there ? 

Mr. McNamara. Almost all of the time I was there, except for, 
it doesn’t seem to me he was there when I arrived. I think he got 
there maybe around the early or middle part of 1956. 

Mr. Harpy. Do you have any social contact with Mr. Russell? 

Mr. McNamara. Yes. 

Mr. Harpy. What was the nature of contact other than official ? 

Mr. McNamara. Well, I saw Mr. Russell probably daily. I don’t 
know what else to say beyond that. 
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Mr. Harpy. Well, you saw him daily on the job, I presume, byt 
I am thinking other than his official capacity as supervisor of the 
job for which you had a responsibility. 

Mr. McNamara. Well, I saw Mr, Russell on the job. I saw him jn 
my home, and I saw him out at the Pam Pam House, which was the 
Universal headquarters. I had a drink with him; I had coffee with 
him; I played cards with him. 

Mr. Harpy. Did you ever have any business dealings with him? 

Mr, McNamara. I started out—well, I did have several, but they 
were informal] business dealings. 

Mr. Harpy. What do you mean by informal ? 

Mr. McNamara. Well, we bought some jewelry from Mr. Russel] 
and I picked up some things for him on various trips up to Hong 
Kong, it was just a matter of a casual interchange. 

Mr. Reppan. What would be the approximate value of those gifts? 

Mr. McNamara. They weren’t any gifts, sir, just a matter of J 
bought some things from him, and then I bought some things for him, 
that he in turn reimbursed me. 

Mr. Reppan. Well, what did you buy, did you buy anything worth 
over $100? Or did he buy anything from you worth more than $100? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. What? 

Mr. McNamara. Well, it started out that he was going to buy my 
vehicle, when we got in there, and then, that deal fell through, when 
we kind of exchanged things back and forth. 

I bought, principal things, a diamond ring that he had, and I bought 
that from him. 

Mr. Reppan. How did you pay for that ? 

Mr. McNamara. Well, we sort of just kind of went along and closed 
all up at the end. 

Mr. Reppan. Do you mean that you two ran running accounts, 
open accounts ‘ 

Mr. McNamara. Not, as such, but it was just a very informal kind 
of thing. 

Mr. Reppan. How did this thing get started; when did the first 
transaction take place ? 

Mr. McNamara. I don’t know that I actually recall, sir. 

Mr. Reppan. Well, think. 

Mr. McNamara. I think probably the first thing of any note might 
have been probably around the middle of °56, when I was first talking 
about bringing my vehicle out there. 

Mr. Reppan. Tell us the circumstances of that, and what sort of 
arrangements were you trying to make? 

Mr. McNamara. Well, 

Mr. Reppawn (interposing). How long had you known him at that 
time? 

Mr. McNamara. Two months, I think. 

Mr. Reppan. And did you know he was connected with Universal! 

Mr. McNamara. I knew he was employed by them, I didn’t know 
that he was—had any official status in the firm or any title in the firm. 

Mr. Reppan. Were you dealing with him in your capacity as Public 
Works Officer of the Mission ? : 

Mr. McNamara. Not at that particular stage, I don’t think. 
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Mr. Reppan. When did you first start dealing with him? 

Mr. McNamara. I saw Russell pretty much constantly from the time 
he arrived in Vientiane. oi 

Mr. Harpy. Wasn't he responsible for supervising the contracts 
that you had to certify as to satisfactory performance $ I i 

Mr. McNamara. He was more responsible, sir, for the supervision 
of the housing work that was done up there. nee 

Mr. Harpy. Well, didn’t you have any responsibility in connec- 
tion with that ? 

Mr. McNamara. I had responsibility there, yes, sir. 

Mr. Harpy. Did you sign any certificates of performance with 
respect to the housing? _ ; 

Mr. McNamara. Yes, sir, I did. 

Mr. Harpy. And that was one of the major supervisory jobs on 
which he was employed ? 

Mr. McNamara. That is right, sir. 

Mr. Harpy. Over what period of time did that extend ? 

Mr. McNamara. Just about all the time he was up there, I would 


say. 

Mr. Harpy. Then practically the entire time he was there, he was 
supervisor on the job for which you had a responsibility to certify 
that performance had been proper? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. So you had to make it possible for his firm to receive 
payment ? ea 

Mr. McNamara. That is right, sir. 

Mr. Reppan. You say that in the middle of 1956, you were going to 
enter into a deal to sell him your car? 

Mr. McNamara. Yes. 

Mr. Reppan. But that did not go through? 

Mr. McNamara. No,sir. 

Mr. Reppan. All right, so there was nothing there. When is the 
first deal that went through? 

Mr. McNamara. Well, he—— 

Mr. Reppan (interposing). Would you prefer I characterize them 
some other way then a deal, I think that was your term, but I don’t 
want to—— 

Mr. McNamara (interposing). Well, I don’t know, sir, we just 
sort of transacted informal business back and forth, it wasn’t any 
kind of—I don’t know what might be the proper word to use. 

Mr. Harpy. Just explain exactly what that business was, as slowly 
as you can. I think this might be right important, when Mr. Rus- 
sell turns out to be, presumably, the top supervisor that Universal 
had on this housing job. Is that correct? 

Mr. McNamara. Not really. The top supervisor that Universal 
had was always Jerry Peabody on virtually all of the work, but 
Russell was the kind of general supervisor, foreman, expediter, or 
just about anything that had to be done. He was kind of the follow- 
up man of the job. 

Mr. Harpy. There isn’t any doubt about the fact that Russell 
was the workingman and Peabody was the owner, so to speak? 

Mr. McNamara. That is right, it was that kind of relationship. 

Mr. Harpy. So Russell was the fellow that actually did the super- 
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visory work, and he was the man that you were working with on , 
day-to-day basis? 

Mr. McNamara. That is right, sir. 

Mr. Harpy. And of course you were bound to have known from 
the beginning that Russell was at least a key employee in the Universa) 
firm, isn’t that right? 

Mr. McNamara. Oh, yes, sir. 

Mr. Harpy. And you indicated that you were not sure what the off. 
cial connection of Bird was with the firm, but you understood that he 
was one of the owners. Did you understand whether or not Russel} 
was one of the owners? 

Mr. McNamara. No, sir; I don’t know that I ever knew that. 

Mr. Harpy. So far as you know, he might have been; is that right! 

Mr. McNamara. Yes, sir. 

Mr. Harpy. I think it is a little peculiar that when we were discuss. 
ing people that you knew were connected with the firm, we didn’t find 
out anything about Mr. Russell until Mr. Reddan asked if you knew 
him. 

It might not have any significance, but now it develops there was 
apparently from the beginning, a pretty intimate running relationship 
involving the conduct of certain personal business affairs ? 

Mr. McNamara. Yes, sir, that is true. 

Mr. Harpy. Well, let’s find out a little more about these little per: 
sonal affairs and see what they amounted to in terms of dollars and 
over what period of time they ran and what the items involved were, 

Mr. McNamara. Well, I would say they probably amounted to a 
few thousand dollars, over a period of about a year and a half. The 
sum—they were some items of jewelry, as I mentioned a diamond ring 
that I bought from Russe]I—— , 

Mr. Reppan (interposing). How much did you pay for that? 

Mr. McNamara. I believe that was around $300. 

Mr. Reppan. And how did you pay for it ? 

Mr. McNamara. Well, as I said, this whole thing just sort of 
rambled along until I settled up with Russell before I left there. 

Mr. Reppan. And what was the final settlement ? 

Mr. McNamara. I believe at that time, I owed something around 
S200. 

Mr. Reppan. Now, did any money pass between you prior to that 
time ? 

Mr. McNamara. Well, yes, considerable money passed between us. 

Mr. Reppan. Explain that. 

Mr. McNamara. Money and things, I might say. Well, for i- 
stance, I don’t have a record of this, I didn’t attempt to keep a list of 
it. We brought a rather, or I bought a rather expensive watch for 
Russell’s wife in Hong Kong, and brought it back to him. 

Mr. Reppan. Did you buy it at his request 

Mr. McNamara. Yes. 

Mr. Reppan. And how much was that watch, approximately ? 

Mr. McNamara. I think somewhere around $300 or $400. 

Mr. Reppan. Did he pay you for that watch ? 

Mr. McNamara. No, sir, we didn’t—having started with the initial 
concept that he was going to buy my car, all we did then was balance 
out the account, until we reach the end of my tour, and I said, “How 
much do you figure that I owe you?” and he gave me a figure that 
seemed logical to me, and we just settled. 
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Mr. Harpy. That was the time you settled for around $300? 

Mr. McNamara. That is right, sir. 

Mr. MonaGan. $200. 

Mr. Reppan. You said there was considerable cash that passed 
between you; tell us about this? 

Mr. McNamara. Considerable cash and things I should s 

Mr. Harpy. Wait a minute, Mr. Reddan, before you get to th: at, let 
me fix the approxim: ate time of this settlement you all had of $200. 
You said that was just before you left ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. When was that again? 

Mr. McNamara. Between the middle and latter part of 1957. 

Mr. Harpy. That would have been in the fall of 1957 ? 

Mr. McNamara. I believe so, sir, I don’t remember just which 
month it was, but it was, yes, I would say fall is close. 

Mr. Harpy. Go ahead. 

Mr. Reppan. How much was involved all together in these transac- 
tions between the two of you! 

Mr. McNamara. Well, I would estimate something in the neighbor- 
hood of about $3,000. 

Mr. Reppan. That is, $3,000 on Russell’s part, and $3,000 on your 
part, for a total of $6,000, or are you talking about a total of S39 000 2 

Mr. McNamara. No, I am saying that it probably, well the total 
would be about what you said. 

Mr. Reppan. I said two totals, which one do you want ? 

Mr. McNamara. Well, in the first instance, I got from Russell some- 
thing slightly over $2,000 

Mr. Reppan (interposing). What was that? 

Mr. McNamara. That was an advance payment on my vehicle. 

Mr. Reppan. He gave you slightly more than $2,000 as an advance 
payment on your ve hic ‘le? 

Mr. McNamara. Yes, sir 

Mr. Reppan. Where was your vehicle at that time? 

Mr. McNamara. In the United States. 

Mr. Reppan. All right. 

Mr. Monacan. What was it ? 

Mr. Reppan. His automobile. 

Mr. Monacan. What was it? 

Mr. McNamara. 1955 Dodge sedan. 

Mr. Meaver. In what form did he give you the $2,000? 

Mr. McNamara. That was a check, I believe, sir, that I deposited in 
the Portsmouth National Bank. 

Mr. Meaner. Is that check on a U.S. bank ? 

Mr. McNamara. I don’t remember, but I believe it was. 

Mr. Reppan. Bank of America, Burlingame branch? I ask you if 
that was the certificate of deposit to your account? 

Mr. McNamara. Yes, I believe it is. 

Mr. Reppan. Two entries there, one for the top one is about $2,230? 

Mr. McNamara. Yes, yes, sir, $2,230. 

Mr. Reppan. Deposit of C. T. Russell’s check to you as advance pay- 
ment on your 1950 Buick ? 

Mr. McNamara. 1955 Dodge. 

Mr. Reppan. I am sorry, 1 955 Dodge, which was still in the United 
States at that time ? 
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Mr. McNamara. That is right, sir. 


Mr. Reppan. Mr. Chairman, may we have this deposit slip admitteg 


as an exhibit of this date? 
Mr. Harpy. Yes. 


Mr. Reppan. 
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This is a duplicate deposit slip dated October 18, 1956. 
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Mr. Reppan. What was the reason for that advance payment ? 
Mr. McNamara. Well, I wanted to have funds that I could transfer 
tothe United States in that account so that I could pay off the amount 
| ofmoney that was owed on the car at that time. 

Mr. Reppan. ‘To whom did you owe the money ? 

Mr. McNamara. Commercial Credit. 

Mr. Reppan. When did you pay it off? 

Mr. McNamara. About that same time. 

Mr. Reppan. How did you pay it ? 

Mr. McNamara. By check. 

Mr. Reppan. How much was the check ? 

Mr. McNamara. I believe 

Mr. Reppan (interposing). Do you have it there with you ? 

Mr. McNamara. I have it here some place. I believe it was about 
$1,500. -_ 

Mr. Reppan. Was it $1,400? 

Mr. McNamara. Yes, sir, it could have been. 

Mr. Reppan. Now, this check was for $2,230, what was the balance 
for? 

Mr. McNamara. The balance 

Mr. Reppan (interposing). Yes, the amount that you owed on the 
car, you say was $1,400 ? 

Mr. McNamara. Yes. 

Mr. Reppan. And you got a check from C. T. Russell for $2,230? 

Mr. McNamara. That is right. 

Mr. Reppan. What was the difference for between $1.400 and $2.230 ? 

Mr. McNamara. Well, that was half of what he agreed to buy 
the car for. 

Mr. Monacan. What was half? 

Mr. McNamara. $2,230. 

Mr. Monacan. He agreed to pay $4460 for the car? 

Mr. McNamara. That is right. Car delivered in Vientiane. 

Mr. Harpy. When were you going to make delivery? 

Mr. McNamara. We had agreed that I would have the car delivered 
to Vientiane and I would make delivery sometime prior to my 
leaving for the United States. 

Mr. Harpy. In other words, he was paying you half of the price 
of the car which you were going to have the use of for a period of 
more than a year ? 

Mr, McNamara. We hadn't settled on that, sir, but that is gen- 
erally right. 

Mr. Harpy. And a car which was still in the United States and 
he hadn’t seen ? 

Mr. McNamara. That is right. 

Mr. Harpy. Go ahead. 

Mr. Reppan. Did you ever borrow any money from Russell ? 

Mr. McNamara. Not that I recall, sir. 

Mr. Reppan. Did he ever borrow any money from you? 

Mr. McNamara. Well, as I said, other than the informal trans- 
actions, I don’t think that we ever—I don’t recall any transactions 
that were any straight borrowings, sir. 

Mr. Reppan. All right, you started off owing Mr. Russell $2,230? 

Mr. McNamara. That is right. 
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Mr. Reppan. And your statement is that over a period of a yey 
your accounts balanced out so that you owed him approximately $999 

Mr. McNamara. That is right. is 

Mr. Reppan. All right, now, tell me how you two made up thy 
$2,000 difference during that period? 

Mr. McNamara. Well, there were, as I say, different items that 
I purchased for Mr. Russell. 

Mr. Reppan. All right, you have said that. Now, I want you t 
be specific and I want you to remember this, Mr. McNamara, you 
are under oath, and it 1s just as much a violation of your oath ty 
be evasive and tell us you do not recall, when as a matter of fac 
you do, as it is for you to tell a direct falsehood. 

Now, as the chairman has already told you, you have the constity. 
tional privilege to refuse to testify, if you feel your answer would 
tend to incriminate you. 

' However, when you are responsive to a question, you must tell the 
whole truth, and mental reservation is as much of a falsehood as 
a deliberate lie. 

Now, with that in mind, I want to ask you once again, what wer 
these individual items that you gave to Russell ? 

Mr. McNamara. Mr. Reddan, if you want an accounting of hoy 
we settled this thing, I can’t give it to you. 

Mr. Reppan. Why can’t you? 

Mr. McNamara. Because I don’t know precisely what it was, 

Mr. Reppan. This is a large amount of money, Mr. McNaman, 
You are not a man of unlimited means, and here is a $2,000 item 
which you are trying to tell this committee that you just accepted Mr, 
Russell’s word for, as to whether or not it was sealed. How many 
trips did you make to Hong Kong? 

Mr. McNamara. About, oh, at least six, maybe a few more. 

Mr. Reppan. And on how many of those trips did you buy some 
thing for Mr, Russell ? 

Mr. McNamara. Pretty near every time. 

Mr. Reppan. Did you buy him anything any place else? 

Mr. McNamara. I believe I might have in Saigon, I am not abso- 
lutely sure, I think I did; I think I got him some things in Saigon, 
but they were not very expensive items. 

Mr. Reppan. Did you pay any duty on any of these things? 

Mr. McNamara. Nor, sir. 

Mr. Reppan. Were you supposed to pay a duty on them? 

Mr. McNamara. I don’t believe so, sir. 

Mr. Reppan. You can bring them into Laos without any duty? 

Mr. McNamara. That is right. 

Mr. Reppan. Did you obtain any certificates of origin for your 
purchases ? 

Mr. McNamara. No, sir, not for any of these things. I did 
items that I purchased there to bring into the United States. 

Mr. Reppan. All right. Now, tell us what you purchased in Hong 
Kong. You purchased a watch, you say, for Mr. Russell? ; 

Mr. McNamara. Sir, I don’t know what I am guilty of, but I cant 
give you-—— 

Mr. Harpy. We don’t want to suggest that you are guilty of any- 
thing, Mr. McNamara. 
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Mr. McNamara. You are asking me to give an account I can’t give 


a" Mr. Harpy. Well, we have an item of at least $2,000 that is involved 


here, and there cert: ainly must be some basis Soi it. 

Mr. McNamara. W ell, I know that there is a fairly substantial 
piece in it in moneys that I won at the — Pam, where in poker, 
where Russell was the banker of the game. I don’t think that would 
exceed $500, but I know that there is a sum of that magnitude on a 
couple of occasions. 

Mr. Reppan. Did you charge that off against the $2,000 you owed? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. You won money at the Pam Pam House, that is the 
Universal Construction Co.’s he: sata irters in Laos, is it not? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Now, when did you win this $500, over what period 
of time? 

Mr. McNamara. In about three occasions; oh, I would say over a 
§-months period. 

Mr. Reppan. In what year? 

Mr. McNamara. Probably from the end of—from the latter part 
of 1956 through the early part of 1957. 

Mr. Reppan. Is that your net winnings? 

Mr. McNamara. No, I wouldn’t say so. 

Mr. Reppan. What is that net amount—did you have any losses? 

Mr. McNamara. Yes, I had losses. 

Mr. Reppan. All right, to what extent did you have losses? 

Mr. McNamara. Prob: ably something close to the amount I won. 

Mr. Reppan. So they balanced out? 

Mr. Harpy. You didn’t pay them out in cash? 

Mr. McNamara. I paid out my losses, but where we played in a 
game, where Russell was the banker, the couple of times that I had 
hig winnings, he applied that to the money I owed him. 

Mr. Harpy. Now, didn’t Russell bring back things from Bangkok 
for you from time to time? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. And what was the value of those, would they offset the 
things that you bought in Hong Kong? 

Mr. McNamara. No, he didn’t bring any of very much value. 

Mr. Reppan. How do you know that? How do you know that yours 
were valuable and his weren’t, when you can’t tell this committee what 
you got him? 

I don't mind accepting your statement if you can particularize. 

Mr. McNamara. The kind of —— he bought were generally ma- 
terials and items of that nature. I don’t recall that Russel] ever 
bought anything of any large value. 

Mr. Harpy. Exce pt a di mond ring? 

Mr. McNamara. That is right, he had that in Laos with him. 

Mr. Reppan. Did he give you the money when you went to Hong 
Kong to make any of these purchases ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Why not? 

Mr. McNamara. I just said I would buy them for him, and we would 
work things out when I got back. 
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| 
Mr. Reppan. What would you estimate the total value of the gifts 
that Russell gave to you, or materials or things that he gave to yout I 
won't call them gifts. 

Mr. McNamara. Well, the things that Russell bought were usually | 
things for my wife and daughters, and I don’t believe that they coylq | 
have come to $100. 

Mr. Reppan. It was a watch that you bought for Mrs. Russell? 

Mr. McNamara. Yes,sir. 

Mr. Reppan. And where did you buy that in Hong Kong? 

Mr. McNamara. That was in one of the watch shops up behind the 
Peninsula Hotel. 

Mr. Reppan. How did you pay for that ? 

Mr. McNamara. In cash. 

Mr. Reppan. In dollars? 

Mr. McNamara. In kip. 

Mr. Reppan. The value of which you estimate to be what ? 

Mr. McNamara. I think it was around $300 or $400. 

Mr. Reppan. How much money would you carry with you on theg 
trips? 

Mr. McNamara. Well, it depended on where I was going and for 
how long. Generally, I had, I usually had a considerable sum of money 
with me on any of those trips, $500 to $1,000. 

Mr. Reppan. Did you carry as much as $1,000 on those trips? 

Mr. McNamara. Yes. 

Mr. Reppan. Where would you get that ? 

Mr. McNamara. I had it. 

Mr. Reppan. I know, but where did you keep it ? 

Mr. McNamara. I had considerable cash with me when I landed 
there. 

Mr. Reppan. Mr. McNamara, you say you had considerable amounts 
of cash with you when you went over there ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. How much cash did you have? 

Mr. McNamara. When I went over there ? 

Mr. Reppan. Yes, sir. 

Mr. McNamara. Approximately $13,000. 

Mr. Reppan. You took in cash, U.S. dollars—now, is that it? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Was it a certified check, or what was the nature of 
this $13,000 ? 

Mr. McNamara. Cash, U.S. dollars. 

Mr. Reppan. $13,000 in U.S. dollars? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Where did you get that $13,000? 

Mr. McNamara. | had accumulated that over a period of years, 
particularly from my construction activities. 

Mr. Harpy. Mr. McNamara, isn’t it a little strange, with that 
amount of cash, to go off and leave a $1,400 balance on your car loan! 

Mr. McNamara. Yes, sir, I believe it is. But it happened to be the 
way that I handled my personal business from the time that the 
construction business collapsed. 

Mr. Harpy. You weren't keeping that in cash at the time you left 
here, were you? What banks did you draw it out of before you left! 
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Mr. McNamara. I didn’t draw it out of any, sir. I had cash for 
some years before I left here. : 

Mr. Harpy. You mean you kept $13,000 in cash 

Mr. McNamara. Not always kept it in my house or on my person, 
but I had that much cash available to me from about 1953. . 

Mr. Reppan. Where did you get it in 1953 ? 

Mr. McNamara. Well, most of this I got through losses which 
[ recaptured, losses which I had suffered in the construction business. 

Mr. Reppan. What do you mean by that? 

Mr. McNamara. Well, it was money that I thought was gone, that 
I was later able to get some money back on. 

Mr. Reppan. Where did you get it? Was that a tax refund you are 
talking about ¢ 7 

Mr. McNamara. No,sir. 

Mr. Reppan. Where—how did you get it ? 

Mr. McNamara. Well, there were some moneys that were owed 
me, that were later repaid. There were moneys that were paid me 
through a couple of real estate operations. 

Mr. Reppan. You say you had taken those as a loss ? 

Mr. McNamara. I didn’t take them: I didn’t show them as any- 
thing, one way or another. / 

Mr. Reppan. Did you ever pay tax on that? 

Mr. McNamara. Yes, sir, I would say so. 

Mr. Reppan. Do you remember if the tax returns reflect that? 

Mr. McNamara. Not in any particular sum, This was accumulated 
over a period from roughly about 1946 until about 1953. 

Mr. Reppan. I see. Where are the books and records of your 
defunct corporation? Was it acorporation ? 

Mr. McNamara. It was a corporation. 

Mr. Reppan. Where are those books and records? 

Mr. McNamara. Well, that would be in the court in Newark, N.J. 

Mr. Reppan. Did you go into bankruptcy ? 

Mr. McNamara. The firm, the last corporation I had, was put into 
involuntary bankruptcy ; yes. 

Mr. Harpy. When did that occur? 

Mr. McNamara. In—well, it occurred at the end of 1950, and 
then the various hearings were in 1951, the early part of 1951. 

Mr. Reppan. Which corporation was that ? 

Mr. McNamara. Moore Builders. 

Mr. Reppan. M-o-0-r-e ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And what was the address of Moore Builders ? 

Mr. McNamara. 618 Williams Street, East Orange. 

Mr. Reppan. Who was associated in that company with you? 

Mr. McNamara. Actually, in the direction of the company, no one. 

Mr. Reppan. Any stockholders? 

Mr. McNamara. No, sir. There were two dummy officers who were 
also—who had put up $1,000 to start the thing. 

Mr. Reppan. Did they recover the thousand dollars that they put 
up? 

Mr. McNamara. No, sir. 

Mr, Reppan. Did they know that you recovered $13,000 from 
creditors ? 
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Mr. McNamara. Well, I didn’t say that, sir. This $13,000 was not 
recovered through any of the transactions that were solely Moore 
Builders. While Moore Builders was functioning I also entered inj 
transactions on my Own. 

Mr. Reppan. I understand that your testimony is that these were 
recoveries which you did not expect to get as a result of building 
activities. : 

Mr. McNamara. That is right, sir. 

Mr. Reppan. And they were activities conducted through Moor 
Builders? ; 

Mr. McNamara. Not solely through Moore Builders. They were 
largely transactions—— ; 

Mr. Reppan. Could they be considered as assets of the corporation? 

Mr. McNamara. No, sir, I don’t believe so. 

Mr. Reppan. Was the recovery of these moneys ever reported to 
the court? 

Mr. McNamara. No, sir. 

Mr. Reppan. Is there any reason why they: were not? 

Mr. McNamara. I didn’t believe they belonged to the corporation, 

Mr. Reppan. In what way were they connected with the corpora- 
tion? You brought the corporation into this picture and I want to 
know why. 

Mr. McNamara. Well, the corporation—Moore Builders was the 
last corporation I had. Over a short period I had operated as a 
partnership, as a corporation, prior to Moore Builders, and as Moore 
Builders. Now, during all of this time, I entered into private, in- 
dividual transactions of my own. 

Mr. Harpy. You mean although you were virtually the sole owner 
of Moore Builders you were conducting personal operations outside 
of the Moore Builders of an identical nature that Moore Builders was 
incorporated to perform ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Under what name did you operate? 

Mr. McNamara. My own, sir. 

Mr. Reppan. In construction work ? 

Mr. McNamara. Some construction work. 

Mr. Reppan. What was the other type of work ? 

Mr. McNamara. Well, the major one was a real estate develop- 
ment. 

Mr. Reppan. And what was the name of the real estate develop- 
ment ? 

Mr. McNamara. Ridgeview Manor. 

Mr. Reppan. Where is that located, sir? 

Mr. McNamara. In Roseland, N.J. 

Mr. Reppan. And how much did you make out of that, and during 
what period? How much of this $13,000 was associated with Ridge- 
view Manor? 

Mr. McNamara. I would say probably something around $10,00 
of it. 

Mr. Reppan. Was anyone associated with you in that venture! 

Mr. McNamara. Yes, sir, there were several people. 

Mr. Reppan. Who were they, and their addresses, please? 

Mr. McNamara. Well, the attorney for the venture was John J. 
McCloskey. 





Mr. Ri 
Mr. Mc 
Mr. Rt 
Mr. Me 
Mr. H 
Mr. M 
thing sl 
procure t 
Mr. Ri 
Mr. M 
address 1 
Mr. Rx 
Mr. M: 
Mr. Ri 
Mr. M 
or still h 
the site. 
Mr. Ri 
Mr. M 
period. 
Mr. Ri 
Mr. M 
Mr. Re 
Mr. M 
Mr. H 
had colle 
know of, 
Mr. M 
those kin 
receive. 
Mr. H. 
perform, 
Mr. Mi 
which th 
Mr. H 
proposit: 
Mr. M 
Mr. H. 
Mr. M 
that part 
all. Sot 
Mr. H 
$10,000? 
Mr. Me 
Mr. Rt 
Mr. H. 
Mr. Mi 
Mr. R; 
Koch or | 
Mr. Mc 
Mr. R: 
you anyt! 





er 
de 
as 


UNITED STATES AID OPERATIONS IN LAOS 113 

Mr. Reppan. Where is he located 

Mr. McNamara. Broad Street, Newark, N.WJ. 

Mr. Reppan. Was this a corporation ¢ 

Mr. McNamara. No; sir. 

Mr. Harpy. Was this a partnership ? 

Mr. McNamara. Well, it was never formally registered as any- 
thing sir. I initiated the deal. The actual bulk of the money to 
procure the property came from a Mr. Carl Koch. 

Mr. Revppan. W hat is his address? 

Mr. McNamara. Bloomfield, N.J. I don’t know what his street 
address is. I have had no contact with him for several years. 

Mr. Reppan. Now, he put up most of the money ¢ 

Mr. McNamara. That is right. 

Mr. Reppan. How much did Mr. Koch get out of this transaction ? 

Mr. McNamara. I don’t really know, sir. I believe he still owns 
or still has title to the bulk of the property and is still building on 
the site. 

Mr, Reppan. Did he buy you out? How did you get your $10,000 ? 

Mr. McNamara. I got it 1n increments of cash over a considerable 
period. . 

Mr. Reppan. From whom ? 

Mr. McNamara. Generally from Mr. Koch 

Mr. Reppan. As asalary / 

Mr. McNamara. No, sir, just my interest in the affair. 

Mr. Harpy. | soace you said that this came from items you 
had collected which you hadn't expected to collect, that you didn’t 
know of, so to speak. 

Mr. McNamara. I didn’t write anything off because I didn’t keep 
those kind of books, but it was money that I didn’t actually expect to 
receive. I had hoped to receive 

Mr. Harpy. Why did Mr. Koch pay it to you, what service did you 
perform, or what was the basis on which—— 

Mr. McNamara. ‘The basis was that I originated the transaction by 
which the portion of lan “8 w be purchased at an extremely good price. 

Mr. Harpy. Well now, if Mr. Koch didn’t buy you out, and the 
proposition is still going, are you still collecting on it? 

Mr. McNamara. Not. now, sir, no, sir. 

Mr. Harpy. Why? 

Mr. McNamara. Well, because actually, because of my position at 
that particular time, I didn’t have any status on paper in this deal at 
all. So that anything I got out of it, I was fortunate to get. 

Mr. Harpy. Over what. period of time did Mr. Koch pay you this 
$10,000 ? 

Mr. McNamara. I would say, roughly a three-year period. 

Mr. Reppan. What three years? 

Mr. Harpy. When did that begin and end ? 

Mr. McNamara. In around 1950, 1951, 1952, and 1953. 

Mr. Reppan. Did vou have any contractual relationship with Mr. 
Koch or Ridge view Manor? 

Mr. McNamara. No, sir. 


Mr. Reppan. Was there any obligation on Mr. Koch’s part to pay 
youanything ? 


I haven’t for some period. 
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Mr. McNamara. You mean in writing? Or any specific agreement! 
Mr. Reppan. Either verbally or in writing. 


Mr. McNamara. Well, it was verbal on the basis that if the overall | 


deal worked out, I would ‘eet some money out of it. 

Mr. Reppan. What did: you do in connection with this? 

Mr. McNamara. Well, I initiated the deal and arranged for th 
original purchase of the property. 

Mr. Harpy. And Mr. Koch paid for the property ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Were you acting as Mr. Koch’s agent at that time? 

Mr. McNamara. Not really. What had happened was that I stump. 
bled across a property deal and was unable to handle it myself and 
through Mr. McCloskey got Mr. Koch into it. 

Mr. Harpy. Now, when you went into the proposition, and Mr 
Koch agreed to buy ‘the property, you must have had some sort of an 
understanding as to how you were going to participate in the profits! 

Mr. McNamara. Yes, sir. 

Mr. Harpy. What was that understanding? 

Mr. McNamara. The understanding was that Mr. Koch would buy 
the property and put up the cash for - whatever site development was 
necessary, and I would be permitted to build on half of the lots, mak. 

ing payment for the property after I had a title closing on a dwelling, 

Mr. Harpy. In other words, you were to have the benefit of the 

availability of lots without putting up any money for them? 

Mr. McNamara. That is right, sir. 

Mr. Harpy. Well now, were you to receive any commission on thow 
lots, or did you have a flat fee, or did you make your money out of 
sale of the houses, or did you make your money out of sale of the lots! 

Mr. McNamara. Well, when it became obvious that I would be un- 
able to enter into the deal as we or iginally planned, I just hoped that 
I would get something out of it for having provided this piece of 
property for Mr. Koch to develop. 

Mr. Harpy. You did not build any houses on the property ? 

Mr. McNamara. No, sir. 

Mr. Reppan. You say you never did build any houses on the prop- 
erty ? 

Mr. McNamara. Not on that property, no, sir. 

Mr. Harpy. What did you do for the payments that Mr. Koch made 
to you, and on what basis were they made ? 

Mr. McNamara. Well, they were only made more on the basis of, 
you might say, gifts to me for initiating a favorable deal for him. 
You might call it a commission, but it wasn’t stipulated as a com- 
mission as such. 

Mr. Reppan. Did you pay tax on, it ? 

Mr. McNamara. On the moneys 

Mr. Reppan. Yes. 

Mr. McNamara. No, sir, I didn’t. 

Mr. Reppan. You received $10,000 over a 3-year period on which 
you made no tax payment ? 

Mr. McNamara. Yes. Now, I had put some money into that. | 
put $1,000 on it originally, and I also paid for some 

Mr. Reppan. Now, wait a minute. You put $5,000 where? 
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Mr. McNamara. $1,000 originally. And I had paid for some sur- 
vey work. I paid for some soil testing up there, and for some 
clearing. 

Mr. Reppan. How much did that amount to? 

Mr. McNamara. I don’t guess anything over a couple of thousand 
dollars. iat 

Mr. Harpy. Well, it is rather a strange sort of an arrangement. I 
never heard of anybody that didn’t have an understanding as to the 
extent of his participation in a project for which he has spent con- 
siderable sums of his own money. 

Mr. Reppan. What did you do with this money when it was given 
to you 

Mr. McNamara. You mean the moneys of cash ? 

Mr. Reppan. Yes, sir. 

Mr. McNamara. [either kept it on my person or in my home. 

Mr. Reppan. Did you have any bank accounts at that time ? 

Mr. McNamara. Yes, sir. 

Mr. ReEDDAN. Where did you have bank accounts? 

Mr. McNamara. Well, prior to 1953 I had them in the, I believe it 
is the National State Bank in Orange, N.J. I had an account at that 
time in Montclair Trust Co. in Montclair. After that time I had a 
checking account here in Arlington. And then the other banks 

Mr. Reppan. Where in Arlington ? 

Mr. McNamara. Arlington Trust. And then the other banks that 
you know about. 

’ Mr. Reppan. What makes you think we don’t know about Mont- 
clair Trust and the National State Bank in Orange? 

Mr. McNamara. [am sorry, sir. 

Mr. Reppan. I just wondered if you had any inside information. 

Why didn’t you put the money in the bank ? 

Mr. McNamara. I didn’t want to get this involved in a bankruptey 
affair. 

Mr. Reppan. Were these personal bank accounts ? 

Mr. McNamara. These bank accounts ? 

Mr. Reppan. Yes. 

Mr. McNamara. Some are pernons al and some were corporation. 

Mr. Reppan. Did you have a personal bank account in the National 
Bank at Orange ? 

Mr. McNamara. Yes, sir, I believe I did. 

Mr. Reppan. Did you have a personal account in Montclair Trust 
Co.? 

Mr. McNamara. No, sir. I think that was a corporate account. 

Mr. Harpy. Were you an endorser on any of the obligations of 
Moore Builders ? 

Mr. McNamara. I don’t quite follow you, sir. 

Mr. Harpy. Moore Builders went b: ankrupt, I believe you said. 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Were you personally endorser on any of the papers 
of Moore Builders? 

Mr. McNamara. No, sir. 

Mr. Harpy. Had you personally guaranteed any of the liabilities 
of Moore Builders? 

Mr. McNamara. Yes, I did, sir. 


41067—59——__9 
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Mr. Harpy. Did you pay them? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Where did you get the money to pay them ? 

Mr. McNamara. Through my earnings and through some of these 
funds that I said I was able to recapture, sir. 

Mr. Harpy. If you were not—if you paid those obligations of 
why were you concerned about the funds that you received from 
Koch? If you had liquidated your honest obligations for which 
you were responsible, you know you were not personally liable fo, 
the debts of the corporation ? 

Mr. McNamara. That is right, sir. But there were some of the 
obligations in which credit was given to the corporation only lp. 
‘ause I personally was involved in them. : 

Mr. Harpy. And you didn’t want those people who had advanced 
the corporation credit because of their reliance on you to notice you 
had some money ? 

Mr. McNamara. Well, I hadn’t even thought of that, sir. I was 
thinking of the other creditors who were involved in it. 

Mr. Harpy. The other creditors; you mean the ones that—— 

Mr. McNamara. The ones who didn’t get paid. 

Mr. Harpy. But they didn’t grant the credit because of you per- 
sonally, they granted the credit on the basis of the financial statement 
of the corporation ? 

Mr. McNamara. That is right. 

Mr. Harpy. By your own testimony ? 

Mr. McNamara. That isright, sir. 

Mr. Harpy. What did you do about those who had advanced 
credit because of their personal reliance on you? 

Mr. McNamara. Most of those, sir, got paid off, one way or another, 

Mr. Harpy. You paid those off, in spite of the fact that you had 
no liability for them ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. But the others you didn’t pay off? 

Mr. McNamara. That is right, sir. 

Mr. Reppan. Where are your records on those transactions ? 

Mr. McNamara. I don’t know that I have any now. It was—I 
have never kept any set of books in the general sense. 

Mr. Reppan. How much did you pay to these people that you 
considered personally obligated ? 

Mr. McNamara. I would say something in the neighborhood of 
about $5,000. 

Mr. Reppan. Now, that cuts down your cash received from Koch 
to about $5.000 ? ; 

Mr. McNamara. No. 

Mr. Reppan. All right, where did you get the $5,000 to pay them 
off ? 

Mr. McNamara. Most of those payments IT made out of my income 
from the time since Moore Builders folded up. 

Mr. Harpy. You mean you didn’t pay them out of the cash yon got 
from Mr. Koch? 

Mr. McNamara. No; there was no strict line of it, sir. In some 
cases the answer is yes and in other cases the answer is no. 

Mr. Reppan. What other cash did you keep out of the bank besides 
the money you say you got from Mr. Koch? 
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Mr. McNamara. I don’t know if I quite understand. 

Mr. Reppan. Was it your habit to keep cash around the house other 
than the $10,000 you say you received from Mr. Koch? 

Mr. McNamara. Well, over the period that I mentioned, I accumu- 
lated something like $13,000. 

Mr. Reppan. Over a 3-year period ? 

Mr. McNamara. Well, no, sir; I had some cash at the start of that. 

Mr. Reppan. How much cash did you h: se to start with ? 

Mr. McNamara. Oh, probably $1, 000 or $2,000 prior to the bank- 
ruptey of Moore Builders, and I ‘probably pic ked up a couple thousand 
after that. 

Mr. Reppan. Now, where did you keep that money prior to the 
bankruptcy ¢ 

Mr. McNamara. In my home, or on my person. 

Mr. Reppan. Did you have a bank account at that time? 

Mr. McNamara. I didn’t have any personal bank account other than 
one that I used as a combination of business and household con- 
venience. 

Mr. Reppan. You said you had no personal bank account during 
that period ? 

Mr. McNamara. I said I had none other than what I had for com- 
bination business and household convenience. 

Mr. Reppan. You were depositing moneys in that account though ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Why didn’t you deposit all the money in the account ? 

Mr. McNamara. I just tried to h: ang on to some cash. 

Mr. Harpy. Did you have a safe deposit box ? 

Mr. MoNamara. No, sir. 

Mr. Harpy. Do you have one now? 

Mr. McNamara. No, sir. 

Mr. Reppan. Now what about these moneys that you say you 
recaptured, what moneys are they? I am not clear on that. 

Mr. McNamara. Well, there were some small jobs that I had done, 
I don’t have the records on them now, I never did have any real 
records on them, but transactions that I became involved in, that I 
got paid money on. 

Mr. Reppan. Do you have any idea how much you were paid, « 
who paid you ? 

Mr. McNamara. Well—— 

Mr. Reppan. You don’t have any idea of the amount of money, or 
who paid you ¢ 

Mr. McNamara. I don’t think—— 

Mr. Reppan. Tell me where you got the money and who paid you. 

Mr. McNamara. I think probably L could vive you that kind of 
information, or th: at kind of information in round figures, if I had a 
chance to sit down and think about it. 

Mr. Reppan. How long would it take you to think that up? 

Mr. McNamara. Well, “T don’t know—— 

Mr. Harpy. We are going to adjourn for lunch right now. Maybe 
Mr. McNamara can refresh. his memory on some of “these. 

Mr. McNamara. Mr. Hardy, this, I was running scared with this 
thing, I was running scared with this money, I w: anted to hang on as 
much as T could. I “put a lot of time and effort in trying to run this 
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business, and because of a stupid action on the part of one person, the 
whole thing blew up. We were well within the chance of coming 
out with a fairly good amount of money. But, that, you probably 
know that story, and I felt that I had something coming out of my 
efforts in this. ' 

I felt that any of this money that I recaptured over and above what 
I had to pay back in the kind of obligations that 1 considered mora] 
obligations rightfully belonged to me. 

Mr. Harpy. I think, Mr. McNamara, we are going to try to re. 
construct this as best we can. 

You should realize that in the kind of operation that has taken 
place in Laos there were many opportunities for personal gain for 
a lot of people. In most of these operations there are such opportuni. 
ties. There were undoubtedly opportunities for you. There were 
opportunities for Mr. Russell, and there were opportunities for Mr, 
Bird, and for Mr. Peabody, and for a lot of other people. 

There have been some rather strange things that occurred over there 
that we know about. We are trying to find out, as best we can, what 
the facts are that surround them, and in this testimony of yours, we 
have run across a few things that add to the complexity. 

There might have been some basis for your action, I am not passing 
on that, that is not up to us, but we are trying to understand where 
some of these funds came from, whether or not they were proper, 
whether they reflect on the general administration of the program 
over there, and the extent to which you participated in it. 

We are not trying to persecute anybedy. I would hope that out of 
this whole thing we will find that there was no basis for supposing 
that there had been any improprieties in the handling of funds, but ] 
am afraid the information we already have leaves an implication to 
the contrary. 

Now, we want to understand your part in it, where you got the 
funds from, and I would have to say, that for a man to go toa 
foreign country, like Laos, and take with him $13,000 in U.S. cash, 
is a very unusual and peculiar sort of an operation, going into a 
country of that kind. I think you must recognize that as a peculiar 
sample of testimony to get in a committee like this. I have traveled 
all over that part of the world, and I wouldn’t feel safe walking 
around over there with that kind of money on me, or in any quarters 
that I might be able to occupy in any of that territory. 

And I would say that certainly on the face of it, it wouldn’t indi- 
cate the kind of prudence I would expect of a man with your back- 
ground and experience. 

Mr. McNamara. Sir, I don’t know how peculiar the testimony is, 
but I just didn’t know what else to do with this money. 

Mr. Harpy. You could have paid off $1,400 of it and had a clear 
title to an automobile. 

Mr. McNamara. Except then I would be involved with trying to 
get a transfer back to the United States, and I don’t know in what 
kind of bases. 

Mr. Harpy. I am thinking in terms of having done that before you 
went. 

Mr. McNamara. Yes, sir. 
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Mr. Harpy. That is another matter. Now, tell the committee just 
how you took that money with you? What denominations were 
they ! alee 

Mr. McNamara. I would say in $100 bills. 

Mr. Harpy. W hat did you do, just carry it in your pocket? 

Mr. McNamara. W ell, after I arrived there, I didn’t carry it in 
my poc ket very much at any time at all. 

‘Mr. Harpy. Where did you keep it ¢ 

Mr. McNamara. In the file in the security room under Marine 
guard. 

Mr. Reppan. In the Embassy ? 

Mr. McNamara. No. 

Mr. Reppan. Whereabouts? 

Mr. McNamara. In the USOM office. 

Mr. Harpy. How did you get it over there? Did you take it in your 
yO" ket / 4 

Mr. McNamara. Yes, sir; in my valise and in a brief case. 

Mr. Harpy. Well, you had to ¢ ‘ling to that. 

Mr. McNamara. I did, sir. 

Mr. REDDAN. Who else knew the money was there ? 

Mr. McNamara. I don’t think anyone did. 

Mr. Harpy. How much in cash did you bring back with you? 

Mr. McNamara. Practically none, sir. 

Mr. Harpy. Practically none ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Had you sent it back by check, or what? 

Mr. McNamara. No, sir; I purchased a quantity of stock in the 
middle of 1957, that took up most of what I had at that particular time. 

Mr. Harpy. It is 12:30. I think we will stand in recess. 

Mr. Reppan. Before we recess, Mr. Chairman, can we receive the 
documents that Mr. McNamara produced this morning, and show 
the subpena. 

May I have the documents, please ? 

Let the record show that Mr. McNamara has handed me a joint tax 
return for Edward T. McNamara and Helen McNamara, for the year 
1955, a one-sheet document with an attachment for medical and dental 
expenses. 

A tax return for Edward T. and Helen McNamara for 1956, with 
attachment dated April 1, 1957, to the Director of Internal Revenue at 
Newark, N.J., from Edward McNamara, and another copy of an in- 
dividual tax return for 1956, Edward T. and Helen McNamara, with 
two copies of an attachment for drugs and medical expenses. 

An individual tax return, Edward T. McNamara and Helen Me- 
Namara for the year 1957, with two pages of attachments for contribu- 
tions, medical expenses, et cetera. 

A pro forma tax return for 1958, for Edward T. and Helen 
McNamara—— 

Mr. Harpy. That is the one I believe you said is not complete ? 

Mr. McNamara. That is right, sir. 

Mr. Reppan (continuing). to which are attached three pages, or 
three green pages of figures and documents relating to withholding 
tax; statement from the Civil Service Commission, a letter dated 
September 26, 1958, from the Special Operations Research Office, 
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American University, and a letter dated October 21, 1958, from that 
same organization. 

Mr. Reppan. Would you identify the documents you have jug 
handed me here? 

Mr. McNamara. That is a list of all of the checks written and de. 
posits made from January 1957 to date. 

Mr. Reppan. And from where did you get these figures? 

Mr. McNamara. Well, I had them. 

Mr. Reppan. Are these figures taken from your checkbook stubs} 

Mr. McNamara. From my, yes, sir, this is a master record of my 
check stubs, you might call it. 

Mr. Reppan. This covers the period of what, you say ? 

Mr. McNamara. From slightly before January 1957 to date. 

Mr. Reppan. You have no records prior to that time? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. What did the subpena call for with respect to check. 
book stubs prior to that time? 


Mr. McNamara. I thought that is what it called for. January 1957 | 


to date. 

Mr. Reppan. January 1957 to date? All right, fine. And you 
have the canceled checks ? 

Mr. McNamara. These are the canceled checks. 

Mr. Reppan. For the same period ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. All right. 

Mr. McNamara, Now, as I mentioned to you, there is a savings 
account bankbook in an account that was opened in January 1958, 
closed in February of 1959, that I didn’t find. I know I have it, but 
I didn’t find it. 

Now, you want these check stubs —— 

Mr. Reppan. If you have the stubs there; yes, sir. 

Mr. McNamara. As I mentioned to you, I just picked up all that 


I could find on this—the stubs may or may not be complete, I am | 


not certain. 
Mr. Reppan. Where do you keep these records? 
Mr. McNamara. Those, I just had ina little box in my home. 
Mr. Reppan. Do you know whether any of them are missing; have 
you examined them ? 
Mr. McNamara. Well, I know 
Mr. Harpy. He said he didn’t know whether they were complete. 
Mr. McNamara. I know the canceled checks are complete. I do 
not know that the stubs are complete, and I didn’t have time to check 
them to see that they were. I would guess that they might be 
incomplete. 
Mr. Reppan. Let the record show that the witness has handed me 
20 small-sized checkbook stubs. 
Mr. Harpy. OK; is that all? 
Mr. Reppan. One more document. 
Mr. McNamara. Those are the transactions requested, those are the 
only two transactions that I have had in real estate or investment. 
Mr. Reppan. This shows the purchase of shares in the Canada 
General Fund? 
_Mr. McNamara. Yes, sir. 
Mr. Repvan. In the amount of $10,000. 
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Mr. McNamara. Yes. 

Mr. Repvpan. And also the purchase of your home here in Wash- 
ington, D.C. ? 
— McNamara. Yes, sir. 

Mr. Reppan. Any other investments ? 

Mr. McNamara. No, 

Mr. Reppan. These are all of the documents and records and reflect 
all of the transactions referred to in this subpena ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. All right, they will be received. 

Mr. Harpy. Mr. Reddan, I want to ask that you all examine these as 
promptly as possible so we can give them back. 

Mr. Reppan. Yes, we will do that. 

Mr. Harpy. Let the subcommittee stand in recess, to reconvene at 
t 1:30. 
(Whereupon, at 12:30 p.m., a recess was taken until 1:30 p.m. this 
day.) 


AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 

Mr. Reddan, are you ready ? 

I think at the time we adjourned we were discussing the $13,000 
that was taken overseas, according to Mr. McNamara’s testimony, isn’t 
that right ? 

Mr. Reppan. I think so. 

We will start with the time you left the States to go to Laos. Where 
were you living at that time? 

Mr. McNamara. I wasliving in Portsmouth, Ohio. 

Mr. Reppan. Did anyone travel with you to Laos? 

Mr. McNamara. No, sir. 

Mr. Reppan. Now, this $13,000 in cash that you say you had, how 
did you take that with you ? 

Mr. McNamara. I carried it in an envelope in my brief case. 

Mr. Reppan. And where did you get the envelope from before you 
started off on your trip? Had it been in a safe deposit box anywhere? 

Mr. McNamara. No, sir. 

Mr. Reppan. Where had it been? 

Mr. McNamara. In Portsmouth; I kept it in a metal box in the 
house, 

Mr. Reppan. You took it out of the metal box and put it in the 
brief case and took it with you ? 

Mr.McNamara. Yes, sir. 

Mr. Reppan. When you arrived in Laos, what did you do with it? 

Mr. McNamara. After about a day or so, I placed it in a file in the 
security room. 

Mr. Reppan. During that interval, where was it ? 

Mr. McNamara. It wasin my brief case. 

Mr. Reppan. Where was your brief case? 

Mr. McNamara. It was with me just about all the time. 

Mr. Reppan. When it wasn’t with you, where was it? 

Mr.McNamara. I don’t know of any time it wasn’t. 

Mr. Reppan. It was with you constantly day and night then? 

Mr. McNamara. That is right, for about, either the first day I was 
there or the second day. 
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Mr. Reppan. Then you placed it where? 
Mr. McNamara. In the security files, in the security room at 
USOM. 
Mr. Reppan. Was it a file drawer assigned to you ? 
Mr. McNamara. At that particular time, I don’t believe it was, by 
I had marked the envelope and the file as being mine. 
Mr. Harpy. Whoelse had access to that file ? 
Mr. McNamara. Well, anyone had access to it, sir, but people jug 
dealt with their own papers. 
Mr. Harpy. Did you have the combination to the file? 
Mr. McNamara. No, sir, they were bar-lock files. 
Mr. Harpy. Bar-lock or padlock ? 
Mr. McNamara. My recollection is they were a padlock type, with 
a, special cylindrical type key. 
Mr. Harpy. Did you have a key ? 
Mr. McNamara. No, sir. 
Mr. Harpy. Who had the key ? 
Mr. McNamara. Whoever was the security officer during the day, 
and then the Marine guard at night. ; 
Mr. Harpy. During the day, everybody working in the office had 
access to it? 
Mr. McNamara. That is right. 
Mr. Harpy. You had $13,000 in nothing but an envelope with your 
name on it ? 
Mr. McNamara. That is right. 
Mr. Harpy. Who else knew it was in there ? 
Mr. McNamara. No one, sir. 
Mr. Reppan. Did your wife know you had this money ? 
Mr. McNamara. No, sir. 
Mr. Reppan. Did anyone else besides you know you had this money! 
Mr. McNamara. I don’t think so. 
Mr. Reppan. You had it you say since 1953? 
Mr. McNamara. The major part I had since 1953. 
Mr. Reppan. And its existence was known only to you? 
Mr. McNamara. That is right. 
Mr. Harpy. How could you keep that money around your house in 
a metal box and your wife not have known? 
Mr. McNamara. As I said to Mr. Reddan before, maybe she did 
know something, but to my knowledge, she didn’t mention it to me 
Mr. Harpy. You have given me the most preposterous story I have 
ever heard of and I have been married a right little while. 
Mr. Reppan. Was the box locked while you had it in your home! 
Mr. McNamara. Generally not. 
Mr. Reppan. Where did you keep the box? 
Mr. McNamara. Well, depending on where we lived, sometimes it 
was in a bureau drawer, and other times it was on a closet shelf. 
Mr. Harpy. An unlocked metal box in a bureau drawer or on 
closet shelf, and yet you don’t think your wife even knew that $13,000 
was there? 
Mr. McNamara. She never indicated to me that she did, sir. 
Mr. Reppan. What else did you have in the box? 
Mr. McNamara. Insurance papers, I don’t specifically—— 
Mr. Reppan (interposing). Did you have bank records? 
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Mr. McNamara. Generally not, those I usually kept in a loose 
<< Where is that little box now ? ae 

Mr. McNamara. To the best of my knowledge, sir, it was destroyed 
ina fire in 1956. Leb 

Mr. Harpy. But the money wasn’t in it at that time? 

Mr. McNamara. No,sir. All our effects were destroyed. 

Mr. Reppan. You put the money in the file drawer in the USOM 
in Laos, is that right ¢ 

Mr. McNamara. Yes. 

Mr. Reppan. Was the envelope sealed ? 

Mr. McNamara. Yes. 

Mr. Reppan. What did the envelope look like ? 

Mr. McNamara. When I put it in there I put it in a large manila 
envelope, I don’t remember whether or not it had the title business up 
inthe corner or not, or whether it was a plain one. 

Mr. Reppan. The USOM title, you mean, the return address? 

Mr. McNamara. Yes, 

Mr. Reppan. It was just a regular manila envelope and you sealed 
it! a 

Mr. McNamara. That is right. 

Mr. Reppan. Did you put sealing wax on it or tie it in any way ¢ 

Mr. McNamara. No, sir. 

Mr. Reppan. You put your name on it ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. What did you write on it ? 

Mr. McNamara. E. T. McNamara, personal. 

Mr. Reppan. Did you have any explanation inside in case some- 
thing happened to you—a jeep accident or something—and your 
executors might try to explain the presence of that money to Internal 
Revenue 

Mr. McNamara. No, sir. 

Mr. Reppan. No notes inside at all? 

Mr. McNamara. No. 

Mr. Harpy. Did you ever make a will, Mr. MeNamara ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. Did you mention that $13,000 in the will? 

Mr. McNamara. No, sir. 

Mr. Harpy. If you had died, it would have been hard for any of 
your beneficiaries to explain the existence of that $13,000 or even to 
have proved that it belonged to you. Did you think of that? 

Mr. McNamara. I didn’t think of that, sir. I didn’t consider that. 

Mr. Reppan. During your stay in the Mission, did you ever open 
that envelope ? 

Mr. McNamara. Yes. 

Mr. Reppan. How many times? 

Mr. McNamara. I would say, at least a dozen, possibly more. 

Mr. Reppan. You would go in and break the seal 

Mr. McNamara (interposing). No, sir, I would go in and take the 
envelope out. 

Mr. Reppan. And where would you take the envelope ? 


Mr. McNamara. Usually to my residence or wherever I happened 
tobe staying. 
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Mr. Reppan. Did you stay any place else in Laos other than yoy 
residence ? 

Mr. McNamara. I didn’t have a residence for about the first 4 
months I was there. 

Mr. Reppan. Did you dip into this $13,000 during the first 4 months? 

Mr. McNamara. Yes, sir, I believe I did. 

Mr. Harpy. For what purpose? 

Mr. McNamara. I was going to Hong Kong at the same time my 
wife was coming. r 

Mr. Harpy. When did your wife come over? 

Mr. McNamara. In February of 1956. 

Mr. Reppan. How much did you take out at that time? 

Mr. McNamara. As near as I can recall, it was about a thousand 
dollars. 

Mr. Reppan. And left $12,000? 

Mr. McNamara. Approximately. 


Mr. Reppan. All right, then what did you do with the envelope? , 


Mr. McNamara. In each case, discarded the envelope I had and just 
made up a new one and put it back in the file. 

Mr. Reppan. And you carried it on back. Now, when was the next 
time you opened the envelope ? 

Mr. McNamara. I don’t recall the specific occasions, but I did take 
the envelope out of there from time to time. 

Mr. Reppan. How much did you take out each time? 


Mr. McNamara. There wasn’t any regular kind of thing. Usually, | 
it was in connection with my taking a trip, and depending on wher : 


I was going and how long I was going to be. 

Mr. Reppan. Did you ever put any money back in the envelope 
again ? 

Mr. McNamara. I think once or twice. 

Mr. Reppan. Where did you get the money you put back in? 

Mr. McNamara. It was whatever I had left from what I had taken 
out. 

Mr. Reppan. So there came a time when you had a sum less than 
$13,000 in there, is that right? 

Mr. McNamara. Yes,sir. 

Mr. Reppan. And what was the lowest figure that you hit? 

Mr. McNamara. I believe about 11. 

Mr. Reppan. About $11,000? 

Mr. McNamara. Yes. 

Mr. Reppan. And then there came a time when you took a trip to 
Bangkok and you took the envelope with you, is that right ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And you went to the office of Willis Bird with the 
envelope? 

Mr. McNamara. Yes, sir, I did. 

Mr. Reppan. Now, had the envelope been open since you took it 
from the USOM file drawer ? 

Mr. McNamara. Well, after I had discussed the possibility of pur- 
chasing the stock, and I decided how much I was going to put into 
it, I went to Willis Bird’s office with an envelope containing $10,000. 

Mr. Reppan. You took $10,000 out of the envelope and just took it 
with you to Bangkok, is that right ? 
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Mr. McNamara. Well, I put $10,000 in an envelope. : 

Mr. Reppan. I mean $10,000 in envelope and you put approximately 
$1,000 back in USOM drawer ? 

Mr.McNamara. Yes. 

Mr. Reppan. This was in June 1957 ? 

Mr. McNamara. It wasa little before, I believe sometime in May. 

Mr. Reppan. Now, a week prior to that time, you had a discussion 
with Willis Bird with respect to the possible purchase of stock ? 

Mr. McNamara. Sometime prior to it, sir, I don’t remember the 
exact date. 

Mr. Reppan. It wasshortly before you purchased the stock ? 

Mr. McNamara. That is right. 

Mr. Reppan. ‘This would have been in the latter part of April and 
first part of May, 1957? 

Mr. McNamara. Well, it was sometime, I would say, between the 
first of April and the first of June. 

Mr. Reppan. Now, at that time, did the Universal Construction Co. 
have any matter pending before USOM or ICA which fell within the 
area of your jurisdiction ? 

Mr. McNamara. I am not sure of the date, Mr. Reddan. I believe 
that the bids on the airport were coming up at around that time. 

Mr, Reppan. That was a contract for approximately $700,000 for 
construction on the Vientiane airport ? 

Mr. McNamara. That is right. 

Mr. Reppan. And Universal Construction Co. was interested in 
obtaining that ? 

Mr. McNamara. Yes. 

Mr. Reppan. Did you recommend them for the job? 

Mr. McNamara. I believe in a cable that came out of the Mission, 
we said that Universal Construction Co. was in force in Vietiane and 
were capable of doing the job and we thought since it was important 
to have the airport done as quickly as possible, that we would like to 
see Universal be given the a. 

Mr. Reppan. Did you prepare that cable? 

Mr. McNamara. I never actually fully prepared them, I probably 
wrote the original draft. I probably started it, yes. 

Mr. Reppan. And you were the one who wrote the recommenda- 
tions for Universal ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Were they the low bidders on that job? 

Mr. McNamara. I don’t know, I never saw the bids. 

Mr. Harpy. Did anybody else there ever qualify to do the job? 

Mr. McNamara. Not in my opinion, sir. The bids were going to be 
called for in Washington. 

Mr. Reppan. In any event, this matter was pending at the time you 
say you went to Bangkok to talk to Willis Bird, who was an officer of 
Universal, about the possibility of your investing some money ? 

Mr. McNamara. I didn’t say I went to Bangkok for that purpose. 
While in Bangkok I did discuss that. 

_ Mr. Harpy. If you didn’t go to Bangkok for that purpose, how did 
it happen you took the $10,000 with you? 

. McNamara. Well, there was at least one or two conversations I 
had with Bird prior to my decision to go ahead with this transaction. 

Mr. Harpy. In Bangkok? 
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Mr. McNamara. That is right. 

Mr. Reppan. All right, did you tell Bird how much money you 
wanted to invest? "a 

Mr. McNamara. Originally, no. 

Mr. Reppan. When did you tell him? 

Mr. McNamara. I am not absolutely sure whether I told him prior 
to my coming in with the funds or when I arrived there with the funds 

Mr. Reppan. You told him that you had funds set aside that yoy 
wanted to invest, isn’t that right ? ; 

Mr. McNamara. Well, we talked more in terms of in case somebod 
did have funds to invest, what was a good investment. 

Mr. Reppan. And then you subsequently, I assume, dropped the 
third person and said you had funds to invest, you got down to that, 
didn’t you? 

Mr. McNamara. I think we got to that. 

Mr. Reppan. Now, Willis Bird then was the first person who ever 
knew that you had this envelope full of cash, isn’t it ? 

Mr. McNamara. As far as I know, that is correct. 

Mr. Reppan. You had had it at that time for 4 to 5 years. Your wife 
didn’t know it, no one else knew it, but you told Willis Bird. Did yon 
subsequently tell your wife that you were going to invest this money! 

Mr. McNamara. No, sir. : 

Mr. Reppan. Once having made the determination to invest it, as 
I understand you, you took the money out of the file drawer in USOM, 
counted out 510,000, put it in an envelope, took it to Bangkok, and 
walked into Mr. Bird’s office with it. 

Mr. McNamara. That is right. 

Mr. Reppan. Was anyone present? 

Mr. McNamara. Well, this I am not sure of, insofar as anyone 
being present for the purpose of observing the transaction, the answer 
is “No.” Whether or not his secretary, whose desk is in his office, 
was there, I don’t recall. 

Mr. Reppan. As far as you know, no one ever saw you give him 
the $10,000 in cash ? 

Mr. McNamara. That is about right. 

Mr. Reppan. Did he give you a receipt for the money ? 

Mr. McNamara. Yes, he did. 

Mr. Reppan. Do you have that receipt with you, sir? 

Mr. McNamara. No,sir, I donot. 

Mr. Reppan. What happened to it? 

Mr. McNamara. When I got this other receipt in the mail, I just 
returned it to him. 

Mr. Reppan. Well, that merely shows a transaction of a purchase 
of stock for $10,000. If you will look at it, is there anything there 
that shows that you gave Mr, Bird $10,000 in cash ? 

Mr. McNamara. No, sir. I thought that was all the receipt that 
T needed. 

Mr. Reppan. What did you do with the receipt that you had 
showing that you had given him $10,000 in cash ? 

Mr. McNamara. I returned it to Bird. 

Mr. Reppan. Did he ask you for it? 

Mr. McNamara. I don’t recall. 

Mr. Reppan. Where did you give it to him? 

Mr. McNamara. In his office. 
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Mr. Reppan. Why did you give it back to him ? 

Mr. McNamara. Well, I felt that I didn’t need two receipts for 
it, and I considered this to be one. 

Mr. Reppan. Why didn’t you just tear it up? 

Mr. McNamara. I don’t know, sir. 

Mr. Reppan. Did you take a trip to Bangkok just to return it to 
him ¢ 

Mr. McNamara. No, sir. 

Mr. Reppan. What was the purpose of your trip at that time? 

Mr. McNamara. I don’t recall, but I went to Bangkok about once 
every 4 to 6 weeks, our two Missions, our Mission was pretty much 
dependent on Bangkok and we generally had business there. 

Mr. Harpy. Well, this document which I have and which has been 
referred to as a receipt, is not a receipt at all. It is merely a state- 
ment of a purchase, and there isn’t any authentication on it at all. It 
is merely a typed statement; that doesn’t constitute a receipt for 
anything. 

Mr. Reppan. Do you have any evidence at all that you can give the 
committee, Mr. McNamara, either the name of a witness or a document 
ora piece of paper to show that you had this $10,000 or $13,000 before 
you went to Laos, and that anyone ever saw you with it in the Mission 
during the 2 years you were there, anyone ever saw you take it to 
Willis Bird, anyone who has ever heard your conversations with 
Willis Bird relative to the fact that you had the money? Now, do 
you have any witnesses or any evidence or anything on which you can 
help the committee on that point ¢ 

Mr. McNamara. No, sir; I do not. 

Mr. Harpy. So, then, Mr. McNamara, we are in this position: If 
there were any inclination on the part of anyone to bribe you for the 
purpose of gaining favoritism, is there anything at all to show that 
didn’t actually occur ¢ 

Mr. McNamara. No, sir; there isn’t any. There isn’t to show that 
it did occur, no. 

Mr. Harpy. Well, there are a lot of strange circumstances, and I 
am certainly not going to suggest that the record shows anything one 
way or the other at the present time. but I must say to you, sir, that 
there are some mighty peculiar circumstances in this thing and it must 
be borne in mind that at the time all of this took place, you were in 
a position to perform a lot of favors worth thousands and thousands 
of dollars to the Universal Construction Co. and to engage in a trans- 
action, allegedly engage in a transaction involving the payment of 
cash in the sums that you are talking about, brings up some very, very 
strange suspicions. 

Whether they go beyond that is a matter that will have to be de- 
termined, but on the face of it, there are some rather sinister impli- 
cations in this proposition. A prudent man, a man with any 
conscience involved in the kind of a mission that you were engaged 
in, doesn’t go around with that kind of cash on his person. Neither 
does he walk into the office of the man whose work he is supervising 
and whose performance he must certify, and hand cash over the 
counter. 

It doesn’t look as though you have any way to establish that your 
hands are clean. The fact that thus far it isn’t proven that you were 
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~ actual recipient of a bribe, lacks a whole lot of leaving you looking 
clean. 


Now, frankly, the story that you have told this committee is so fap. 


fetched that I find my imagination stretched almost to the breaking 


point. 

I wish I could think that you were coming entirely, complete} 
honest with the committee, but this kind of testimony is just yp. 
believable. 

Mr. Reppan. Subsequent to this stock transaction did you tell your 
wife that you had this stock? 

Mr. McNamara. Not specifically. When we talked about makin 
a downpayment on a residence here in Washington, I said that I would 
raise the money from some stock that I had. 

Mr. Reppan. And did she ask what stock ? 

Mr. McNamara. I don’t recall. 

Mr. Reppan. Now, I asked you this just a little bit ago, before we 
went on the record, and my recollection is that you told me that you 
hadn’t said anything to her about stock, that she was not interested, 
you were the one who ran the financial affairs and you didn’t account 
to her, that she knew nothing about borrowing on this stock to raise 
the downpayment ? 

Mr. McNamara. Sir, I don’t remember whether in talking to her 
I used the word “stock’ or not. I don’t remember the conversation 
in detail. I did let her know clearly that we had, that we could go 
for about $4,000 down payment, when she started looking for a house, 

Mr. Reppan. Did you tell her you had to borrow that money! 

Mr. McNamara. I don’t recall that I did. 

Mr. Reppan. Did you tell her you had $10,000 worth of stock to 
put up as collateral ? 

Mr. McNamara. No,sir. I didn’t tell her that. 

Mr. Reppan. Did you tell her that you later sold about $6,000 of 
that stock to pay off a loan at the bank? 

Mr. McNamara. No,sir; I didn’t. 

Mr. Reppan. Did you ever tell her you had another certificate issued 
for the balance of the stock ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Where is the stock at the present time? 

Mr. McNamara. Well, the stock is all sold. 

Mr. Reppan. You sold the last of that stock? 

Mr. McNamara. That is right. 

Mr. Reppan. Where did you keep the certificates after you got 
them ? 

Mr. McNamara. I never kept them after I got them. The only— 
they were on deposit in the bank in Boston and the only time I got 
them was for the purpose of selling them. 

Mr. Reppan. When did you ask that the certificates be issued! 

Mr. McNamara. I don’t remember exactly, but it would tie back 
into the dates of the transactions with the bank. 

Mr. Reppan. You never had the certificates in your house? 

Mr. McNamara. No, sir. 

Mr. Reppan. Is there anything else that you want to tell us about 
this stock deal before we go on, Mr. McNamara? 
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Mr. McNamara. I am sure I told you the situation as it existed. 
Now, I don’t know what more I can say. I do know this, Mr, Hardy, 
that Mr. Peabody nor Mr. Bird nor any of their people ever bribed 
me for doing any thing for them. 

This, I know; this | swear before, I can swear before you, and 
before God first, and then anybody else. 

Now, I don’t know how crazy this whole thing looks, but I did 
; Mr. Harpy. You look at it objectively, from the standpoint of 
just the average man in the street who knows anything about conduct 
of business, and you have been a businessman over a period of years. 

Mr. McNamara. Well, I agree, if I had known that anything like 
this was ever going to happen, I certainly would never have gone 
to Willis Bird with the purchase of anything, including a postage 
stamp. ; 

Mr. Harpy. Let me ask you this, when was the subpena served 
on you? ; 

Mr. McNamara. Monday night, at about five o’clock. 

Mr. Harpy. Had you received word from anyone prior to the time 
that subpena was served to the effect that this subcommittee or 
anybody in the Congress was interested in any of your financial 
affairs ? 

Mr. McNamara. No, sir; I hadn’t. 

Mr. Harpy. After receipt of that subpena, who did you talk to 
representing any of the banks where you had accounts, between that 
time and now ? 

Mr. McNamara. The only person I talked to after the service of 
this subpena that had anything to do with the subpena, sir, was you. 

Mr. Harpy. Have you had any conversations or any correspond- 
ence or any other communication with any bank where you have 
maintained an account in the last several years? 

Mr. McNamara. No, sir. 

Mr. Harpy. Have you had any communication whatever with any- 
body connected with the American Overseas Investment, Ltd., or 
the Canada General Fund since receipt of the subpena? 

Mr. McNamara. No, sir. 

Mr. Harpy. Have you talked with anybody connected with the 
ICA since the receipt of the subpena ? 

Mr. McNamara. No, sir. 

Mr. Harpy. Have you destroyed any records of any kind since the 
receipt of this subpena ? 

Mr. McNamara. No, sir; I have not. 

Mr. Reppan. During the period of time that you said you had this 
$13,000 in cash, did you borrow money from any sources? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. From whom, and in what amounts? 

Mr. McNamara. Well, I borrowed on several occasions from 
Household Finance, I borrowed money from 

Mr. Reppan. At the time you went over to Laos, how much money 
did you owe ? 

Mr. McNamara. I believe it was about $1,000 to Household Finance, 
and about $400 to the Lafayette Credit Union. 

Mr. Reppan. How about the Nation)! Bank of Portsmouth? 











130 UNITED STATES AID OPERATIONS IN LAOS 


Mr. McNamara. I don’t think I—I think I had cleared that m 
prior to my leaving, and I owed money on my vehicle. 

Mr. Reppan. How about W. J. Essman ? 

Mr. McNamara. He is a man with whom I had a contract for th 
purchase of property. 

Mr. Harpy. When did you borrow that thousand dollars you spoke 
of from Household Finance? 

Mr. McNamara. IJ believe that was around—I don’t recall, exact] 
sir, in, I borrowed some in 1954, and I think I refinanced it aga 
in 1955. , 

Mr. Harpy. What was the purpose of that borrowing ? 

Mr. McNamara. Well, as I explained to Mr. Reddan, I was trying 
to keep this lump sum that I had intact, and when I needed money, | 
borrowed it, whether I needed it for household expenses or for any 
other operating expenses. ; 

Mr. Harpy. What was the interest rate which you paid, do you 
recall ? ? 

Mr. McNamara. No, sir; but the usual high rate of small loan 
companies. 

Mr. Harpy. So you would pay that for $1,000 when you had $13,00 
sitting in an envelope earning nothing? 

Mr. McNamara. That is right. 

Mr. Reppan. The Commercial Credit, that was the loan on your 
car? 

Mr. McNamara. That is right. 

Mr. Reppan. How much did you owe on your car when you went 
overseas ? 

Mr. McNamara. It must have been something around, in excess 
of $2,000. 


In 


Mr. Reppan. You say your transactions with Russell started when | 


he gave you $2,230 advance payment on your car? 
Mr. McNamara. That is correct. 
Mr. Reppan. Was that to be the full purchase price ? 
Mr. McNamara. No, sir. 
Mr. Reppan. How much was the full purchase price? 
Mr. McNamara. Twice that. 
Mr. Reppan. You were going to sell it to him for twice that 
amount ? 
Mr. McNamara. Yes. 
Mr. Reppan. The deal did not go through? 
Mr. McNamara. That is right. 
Mr. Reppan. Did you ever bring your car to Laos? 
Mr. McNamara. Yes, sir. 
Mr. Reppan. Did you bring it back with you? 
Mr. McNamara. No, sir. 
Mr. Reppan. Did you sell it while you were there? 
Mr. McNamara. Yes, sir. 
Mr. Reppan. To whom did you sell it? 


Mr. McNamara. I don’t remember the name of the man, but! : 


sold it to a Chinese merchant in Laos for kip. 

Mr. Reppan. Would the Chinese merchant happen to be connected 
with the Lao Government in any way ? 

Mr. McNamara. I don’t believe he was. 
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Mr. Reppan. Did you sell it to anyone connected with the Planning 
Organization of Laos? ; 

Mr. McNamara. I don’t believe so, sir; my understanding was 
this man was purely in business for himself. 

Mr. Reppan. Now, I will ask you directly, did you sell it to Tiao 
Souk or an agent of his? 

Mr. Mc Namara. Are you thinking of Tiao Souk? 

Mr. Reppan. I mean Tiao Souk. 

Mr. McNamara. No, sir. 

Mr. Reppan. Did you not ? 

Mr. McNamara. No. 

Mr. Reppan. How much did you sell it for? 

Mr. McNamara. The equivalent. of $3,400. 

Mr. Reppan. At what equivalent, $3,400 ? 

Mr. McNamara. Yes. 

Mr. Reppan. And you got paid in kip? 

Mr. McNamara. That is right. 

Mr. Reppan. What did you get in kip? 

Mr. McNamara. 120,000. 

Mr. Reppan. That is at what rate ? 

Mr. McNamara. It wasn’t all there, I got 120,000 kip and I 
turned it into the Embassy at the rate of 35 to 1. 

Mr. Reppan. You got approximately $4,000 for your car? 

Mr. McNamara. Maybe the 120,000 is the nearest round number 
that comes to my mind; what I got was the equivalent to what the 
initial sales price had been on the car. This was a deal that was 
set up by the Ambassador and the sale was approved by the Am- 
bassador before it was made. 

Mr. Reppan. The Ambassador set up the sale? 

Mr. McNamara. No, sir; he set up the procedure by which the sale 
could be made. 

Mr. Reppan. Now, you were going to sell this car to Russell for 
approximately $4,000; is that right? 

Mr. McNamara, T hi at is right. 

Mr. Reppan. And you didn’t sell it to him, but you sold it to a 
local Chinese ? 

Mr. McNamara. That is right. 

Mr. Reppan. $4,000 does not equal 120,000 kip, unless you are 
dealing at the official rate. Now, the free rate at that time, was what ? 

Mr. McNamara. About 100, 

Mr. Reppan. So that selling that in the open market to realize 
$4,000, you would have to sell it for 400,000 kip, wouldn’t you? 

Mr. McNamara. No, sir. 

Mr. Reppan. If it hadn’t been for the arrangements set up by the 
Embassy, you would have had to get 400,000 kip to get $4,000? 

Mr. McNamara. If it hadn't been for that arrangement I certainly 
wouldn’t have sold it for kip. 

Mr. Reppan. Now do you have any record of the name of the person 
to whom you sold the ear ? 

Mr. McNamara. Yes, I do. 

Mr, Reppin. Where is that ? 

Mr. McNamara. I believe I have that in a correspondence file. I 
know that I have seen, I made a particular note of the name. I had 
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to bring the name of the man to the Embassy. I know that I hay, 
the name of the man somewhere. 

Mr. Reppan. All right, you will obtain for us, then, Mr. McNamay, 
the name of the man, the amount that you were paid for the om» 
and the date of the sale, and any of the other details concerning th, 
transaction ? 

Mr. McNamara. Yes. 

(A copy of the file of this transaction obtained from the State },. 
partment follows :) 
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Mr. Reppan. What is the arrangement you had with the Embassy 
to turn kip into dollars ¢ 

Mr. McNamara. Well, if you had a written letter to the Ambassador 
requesting permission to sell a vehicle or appliance or any of your 
personal effects, and the permission was granted, you could then find 
a buyer on the local market, and after you had consummated the 
sale, take the kip to the E mbassy and they would write a Treasury 
check for the « equivalent at 35 to 1. 

Mr. Reppan. Did it make any difference how much you sold the 
ear for? 

Mr. McNamara. Yes, sir; there was a limitation. You couldn’ 
get any more dollars than the initial cost of the car. 

Mr. Reppan. Than the what ? 

Mr. McNamara. The initial cost of the car. 

Mr. Reppan. How long had you had this car? 

Mr. McNamara. I got it, I believe, early in—I got it early in 
1955, it was a 1955 model, and I had it until, this was back about 
October or November in 1957. 
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Mr. Reppan. And how many miles did you have on the ear? 

Mr. McNamara. About 30,000. 

Mr. REDDAN. In what condition was it in 2 

Mr. McNamara. Good condition. 

Mr. Reppan. And you got in cash, do I understand you now, you 
got in dollars from the E mbassy exactly what you paid for the ‘car 
9 years before ? 

“Mr. McNamara. That is about right. 

Mr. Reppan. W as there any limit on the amount you could obtain 
from a local purchaser ? 

Mr. McNamara. Well, there wasn’t a limit on the amount that you 
could obtain, there was a limit on the amount that the Embassy 
would accept and pay you 35 to 1. 

Mr. Harpy. Now, Mr. McNamara, the committee has information 
to the effect that you and some others sold such things as automobiles 
and other items at a rate of exchange of 100 to 1, and then converted 
as much of it as you could through the E mbassy at 35 to 1. In fact, 
the committee has information to the effect that is what you did with 
your car. 

’ Mr. McNamara. Well, sir, I didn’t sell my car at 
exchange. 

Mr. Harpy. I understand. But you sold it for kip? 

Mr. McNamara. That is right. 

Mr. Harpy. Now, it is entirely possible that at that particular time, 
and in connection with the sale of the car, you could convert only the 
$3,400 worth or whatever it was, at the 35-to-1 exchange rate, but the 
committee would like to have as complete an expression as we can 
on this transaction, because I am frank to say that we have some 
information that doesn’t exactly gibe with your testimony. 

Mr. McNamara. Well, I don’t know what that would be. 

Mr. Harpy. I understand you don’t. 

Mr. McNamara. I can only tell you the amount of kip I got, and 
Ican only frankly say that IT was only, I would only be inte rested in 
kip that T could turn into doll: ars, and— 

Mr. Harpy. There is just one other aspect in that connection, Mr. 
McNamara, you probably are aware of the fact that the Universal 
Construction Co. had arrangements under which it could convert 
kip to dollars ? 

Mr. McNamara. Well, I wasn’t aware of any arrangement. I was 
aware of the fact that they got on their contract. with the Laos 
Government, they got 80 percent of it that was convertible into 
dollars, if that is what you want. 

Mr. Harpy. Eighty percent of it ? 

Mr. McNamara. Yes. 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 
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eee ~% subcommittee stand adjourned, to reconvene at 2 P.M, 0 
(Whereupon, at 4:30 p.m., the subcommit f j 
reconvene at 2 p.m., ‘Panine March 17, 1959.) _ ee 
After hearing Mr. McNamara’s story concerning the $13,000 ; 
cash he allegedly carried to Laos, and the supposed origins of th ; 
funds, the subcommittee sent an investigator to New Jersey Th 
investigator talked with former business associates of Mr. McNam ‘ 
including those specifically named by him as parties to the tra : 
tions from which these funds were supposed to have been derivel 
All parties concerned denied, under oath, giving any moneys to Mr 
McNamara, at any time, incident to any transaction. When con. 
fronted with this information, Mr. McN amara admitted that his ae 
was a fabrication, and that he had received bribes from the Universd 
Construction Co. He was brought before the subcommittee again 
April 18, and his further testimony appears in this record.) - 
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TUESDAY, MARCH 17, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monerary AFFAIRS 
oF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 2:05 p.m., in 
Room 304, House Office Building, Hon. Porter Hardy, Jr. (chairman 
of the subcommittee) presiding. 
Members present: Porter Hardy, Jr., chairman; Mrs. Elizabeth 
Kee, John S. Monagan, George Meader, and Robert P. Griffin. 
Also present : John 'T. M. Reddan, chief counsel ; Richard P. Bray, 
Jr. counsel; Miles Q. Romney, counsel ; and Phyllis M. Seymour, clerk. 
Mr. Harpy. Let the subcommittee come to order. 
Let the record show the presence of Mrs. Kee, Mr. Monagan, Mr. 
Griffin, and myself, constituting a quorum under subcommittee rules. 
When the subcommittee adjourned on Thursday afternoon, I be- 
lieve, Mr. Holcombe, we had just completed your discussion of one 
of the questions which had been presented earlier by the staff. I be- 
lieve we were supposed to resume with No. 4. Is that right? 


FURTHER STATEMENT OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE 
OF PROGRAMING AND CONTROL, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 


Mr. Hotcompe. That is correct, Mr. Chairman. 

At the outset, I would like to express Mr. Shuff’s regret that be- 
cause of the necessity of being at the Foreign Affairs Committee with 
Mr. Dillon today, he could not continue with this presentation. 

Mr. Harpy. Well, I understood that Mr. Shutf was going to have 
some problem in that regard, and I believe we left it that we would 
be glad to see him any time he could work it in with the Foreign 
Affairs Committee’s hearings. 

Ithink that he pretty well covered, when he was here last Thursday, 
the matters that he was personally concerned with, but I believe you 
and Admiral O’Donnell can take care of the matters that are before us 
this afternoon. 

Mr. Hotcomnr. The admiral and I will do our best. 

Mr. Harpy. Fine. 

_Mr. Hotcomse. The fourth question in your list, which I would 
like to discuss next, asked for a description of the budgetary process 


of the Lao National Army. 
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The review of this budget by PEO was reviewed by the ( 
Team, reviewed by CINCPAC, and reviewed in Washington. 

As I pointed out to this committee on the 27th of January Year 
ago, the Department of Defense has not been assigned a direct respon, 
sibility in programing defense support. For this reason and 
cause it is necessary to select people primarily from military skills ¢, 
Department of Defense field agencies responsible for MAP do not nop 
mally have specialized competence in the field of budget or fiscal angly. 
sis. Neverthless, the Department of Defense at all levels gives why 
advice and assistance it can as to the military significance of Propose 
levels of military budget support. To improve the defense cap, 
bility to provide such assistance to the Country Team, 6 months ag 
an intensive 4-week course was established for key personnel assign 
to Military Assistance Advisory Groups. This Military Assistany 
Institute is emphasizing in its course these economic and finaneiy 
phases of the program which are not part of the ordinary militay 
background of such personnel. 

In the case of Laos, the PEO has reviewed the budget. prepared by 
the country authorities and recast it into a form more meaningfil {) 
the U.S. authorities. This has been done, of course, within the limits. 
tions of qualifications which I have already mentioned, and eye 
greater limitations in the case of the PEO at Laos which were dis 
cussed by Mr. Shutf the other day, namely the treaty limitation whic 
requires that only a limited number of personnel can, under very gp 
cial circumstances and very special categories, be in the country. 

The request as prepared by the Laos authorities and reviewed an 
translated, if you will, by the PEO, is then furnished to the U.§ 
Operations Missions of the ICA for refinement, and for consideratim 
in the development of the overall economic assistance program. 

Mr. Harpy. Before you get into that phase right there, let me as 
you this: Is it not true that actually the Mission has a certain amount 
of funds for the pay of the army before all of this process takes place! 

Mr. Hotcompee. I have never participated in the exact process in 
Laos, Mr. Chairman, and there is nothing in the record available tom 
that this is done by a budgetary field process. I do know the PEO 
usually makes a reduction in amounts submitted to them by the ANIL 
but exactly on what basis, we do not receive information. 

Mr. Harpy. Maybe I didn’t make my question clear. All of this 
review process actually takes place after the funds are appropriated: 
isn’t that right? 

The submission of the budget for the Lao Army, and all of thee 
procedures that it goes through, is actually an after-the-fact propos: 
tion insofar as the availability of funds is concerned, I believe. That 
is what I want to be sure of. 

In other words, after you complete this, you don’t have to come 
back to Congress to get your money ? 

Mr. Hotcomeer. You are talking now about the economic assistance 
funds? 

Mr. Harpy. Tam talking about—— 

Mr. Horcompr. Well, defense support. 

Mr. Harpy. Yes, this is defense support we are talking about. The 
same thing would apply to the other. We are talking now abont de 
fense support funds that are actually budget assistance. 
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to 


, ‘comBE. I am trying to be responsive to the chairman’s 
Mr. How yin: 


question, but within my own limitations, Mr. Chairman, which as you 


know is administrator of the military assistance part of this program 
and with only indirect connections with the economic aid portion, 
which includes defense support which you are now talking about. 

Mr. Harpy. Don't you have any idea how we decide the defense 
support and pay it over to the army ¢ <a 

Mr. Hotcombe. We have only this to say. AsI indicated to you in 
January a year ago, our Military Assistance Advisory Groups, or in 
this ease, Programs Evaluation Office, furnish whatever technical and 
military advice they can in the field. We then review whatever they 
have been able to do, and provide our best, advice to ICA which pre- 
pares the economic assistance program which thereafter is not sub- 
mitted tousforapproval, _ . 

Mr. Harpy. Actually, getting back to the question that I raised a 
moment ago, I think I know what the answer is. Maybe you are not 
the right person to answer that, as to whether all of this process is an 
after-the-fact proposition rather than a basis for the submission of a 
budget tothe Congress. ; 

This is, I suppose, a basis for allocation of funds from those which 
have already been appropriated with a pretty wide degree of dis- 
cretion. That was the thing I was trying to establish. By getting 
away from that, I take it from the comments you have just made that 
actually your office doesn’t have anything much to do with this busi- 
ness at all. This is defense support, and this is not really within your 
bailiwick. 

Mr. Hotcomee. The only submission that we make in regard to this 
is to indicate, for each country where defense support is being pro- 
vided, the effect of our proposed military assistance program for the 
year ahead on the defense support program. In other words, when 
werecommend a military assistance program for Korea or for Taiwan, 
where we have a considerable amount of modernization, this will in- 
evitably have an effect on the defense support program. Therefore, 
we indicate to the ICA and the State Department what, in our best 
judgment, the additional maintenance requirement of the force will be 
as we have programed it in advance for military assistance. 

Mr. Harpy. Let’s talk about the Laos situation right here. You 
said a moment ago that you were provided that by the PEO, which is 
submitted by the Lao Government. 

Mr. Hotcomer. That is correct. 

Mr. Harpy. Actually, PEO doesn’t have anything much to do with 
that because this is a defense support fund ? 

Mr. Hotcompr. No, sir. The PEO has been, to a somewhat greater 
extent than in many other countries, providing military advice and 
what budget review capabilities it has to the economic people in re- 
viewing the Laotian military budget and in recasting it into a form 
that will be more meaningful to our economic and budgetary people. 
They then submit that to the economic people as the reviewed require- 
ment of the Laotian forces. 

Mr. Harpy. Well now, that is done strictly by PEO; that is a field 
operation ? 

Mr. Hotcompr. That is correct, sir. 
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Mr. Harpy. So actually, your office here doesn’t have anything to dy 
with that? You don’t pass on that, do you? Even if you fing Out 
Sat more, it is accidental rather than intentional ? 

{r. Horcompe. We get a copy from PEO. 

Mr. Harpy. If everybody reads all the copies they get in the Defens 

Department- ; 





Mr. Hontcomre. We do look at it, sir, because it is closely connectaj | 


with military assistance and we try to review it. The budget j 18 & Very 
rudimentary and primitive document, even after it is recast in more 
meaningful terms by our PEO. 

Mr. Harpy. From the more practical point of view, any review thy; 
is given that by the Department of Defense, or any of the People jr 
your office, is more perfunctory than with the idea ‘that it is going ty 
bring about any appreciable change; isn’t that right? It is inform, 
tive rather than—— 

Mr. Horcomse. I think that is substantially correct, Mr. Chairma, 
Tt is not what I, as an ex-deputy comptroller in the De partment of 
Defense, would call a searching and complete budget review. 

Mr. Harpy. Well, do you know of any time, ac tu: uly, that anybody 
in your office has ever recommended any change? 

Mr. Hotcomrr. Since we are de: aling ‘with the effect on the military 
assistance pr ogram, our comments to ICA indicate what the effec: 
will be of the milit: ry assistance program that we are recommending 
at the same period of time, which, as I have said, is generally for 
delivery and consumption 2 years later on. 

Mr. Harpy. Well, how can you do that? This program for th ' 
Lao Army, particularly insofar as defense support funds for payment 
of the army, for support of the Lao Government, is a more current 
proposition? That is not prospective, that is immediate, isn’t it? 

Mr. Hotcomer. That is right, sir; but the changes that are mak 
in the rate of pay or rations and other things existing today will har 
an increased effect 2 years from now. 

Mr. Harpy. If you try to relate it 2 years later, in the case of the| 
Lao Army, to the old projection, you would be way off base, becaus 
you have had two pay increases. Now, that would have messed w 
your whole plan, wouldn’t it? 

Mr. Hotcomer. When there is a change in the conditions after our 
projections, of course that has to be applied to our projections, but it 
is necessary to make projections. As a matter of fact, the GAO has 
recently indicated that we are not making projections far enough. 

Mr. Harpy. But you are talking about one kind of projection now 
and I am talking about another. 

You are talking about projections with respect to military aid, but 
we are talking now about the budget support that goes along to pay 
the army at the time, and I don’t know how you can carry those pro- 
jections forward 2 years because, certainly, we have seen in the pas 
several years, there hasn’t been enough stability to make them have 
meaning. 

Mr. Horcompr. At the same time, we can get better storage, better 
operations for the forces, as for example, most of our construction is 
designed to improve their logistical capability. 

Mr. Harpy. Of course there is a lot of room for that. 
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Mr. Hotcomer. This will have an effect on the forces, not this year, 
not next year, but about 2 years from now, when the new construc- 
tion or training gets into operative condition. 

Mr. Harpy. Well, to get back to the thing I was trying to establish 
a while ago, and I want to be sure I am right; first of all, insofar as 
these things that we are talking about now relate to current, virtually 
current expenditures, as contrasted to projected expenditures in your 
military assistance program, you don’t have an opportunity to do 
much in the way of improving or suggesting improvements. Isn’t that 
correct ? 

Mr. Hotcompe. That is generally correct. 

Mr. Harpy. And insofar as the Washington review is concerned, 
that is, if it is done at all, it is a perfunctory sort of thing, and certainly 
does not offer or carry with it any recommendations for changes or 
improvements ¢ 

Mr. Hotcomee. “Perfunctory” is not the word I would use. I would 
say that it is limited in its effectiveness by that which is available to us 
and by the relatively short future term that is covered by the budget, 
which is, I think, what you wanted to get. 

Mr. Harpy. And the other point I wanted to try to be sure I under- 
stood: When you are projecting military assistance 2 years hence, 
you are projecting on a basis of an anticipated budget, which will 
be submitted probably the next fiscal year, because it takes about that 
much leadtime, whereas in the things that we are talking about now 
you are talking about the apportionment of defense support funds 
and the use of those funds for a particular purpose to support the 
army, its pay and its subsistence, I suppose, as distinguished from 
direct forces support; that comes under your bailiwick ? 

Mr. Hotcomse. That is correct. 

Hr. Harpy. But, you are at this point dealing with apportionment 
of funds which have already been appropriated, and what your people 
ere doing is not to provide a basis for a budget to be submitted to 
Congress which would support the request for funds. 

Mr. Hotcomse. This depends to some extent on how much of the 
pipeline is necessary. Actually, the budget that has just been ap- 
proved in the past 3 months for Laos covers the calendar year 
1959. The calendar year 1959 is the last half of the U.S. fiscal year 
1959 and the first half of the U.S. fiseal year 1960, so one-half of this 
would cover the period that is currently before the Congress on both 
economic and military aid. 

Of course, in addition to this, there is the pipeline, so that means 
it doesn’t get consumed in Laos during that period. 

Mr. Harpy. Insofar as the pay of the Lao Army is concerned, you 
had a change in pay in January, and certainly the change in that 
wy schedule was not reflected in any budget that came to Congress. 

ou were then merely utilizing funds which had already been ap- 
propriated, without any real support. 

Mr. Hotcompr. That is virtually true for the pay raise in January 
and February and the rest of this fiscal year. 

Mr. Harpy. This budgeting process that we have just been dis- 
cussing—insofar as defense support funds for the support of the 
military in Laos—this budget process is merely one of justifying allo- 
cations from funds that have already been appropriated. Isn’t that 
substantially correct ? 
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Mr. Hotcompe. I will repeat, Mr. Chairman, this is the CCONOMy 
aid portion, including defense support which is actually allocateg h 
ICA, and covered by their procedures. I am sure they will be he 
and can testify much more authoritatively and in more detail thay 
I can about their procedures for economic aid. ; 

Mr. Harpy. But we are talking now about what the military hag, 
do with this budget. ‘ 

Mr. Hotcomsr. That is right; and I have tried to indicate our ro, 
We make a recommendation and give what advice we can give fpoy 
the review that we make of the Lao national military budget which, | 
as the chairman has indicated, is not subject to very detailed review 

Mr. Harpy. I think I understand it. Go ahead. 

Mr. Reppan. Mr. Holcombe, I would just like to ask you one ques. 
tion at that point. 

What is the criteria against which the PEO measures the AN] 
military budget ? 

In other words, as I understand it, the Lao Government submit 
the budget that they would like for the coming calendar year ay 
the PEO reviews it. Now, if they cut it down, what is the basis of 
their cuts? Are they arbitrary cuts or are they cuts based upon sop 
form or some examination of the field equipment or the armies! 
How do they make their adjustments for cuts in the budget? 

Mr. Ho.comepr. The budget of each country is pretty much ; 
separate and national thing. Obviously, it is not possible to w 
any U.S. standards or precedents. While I can’t say what PEO hy 


used, I know what I have used under similar circumstances | 


analyzing other country military budgets. Generally it is necessan 
to use the actual experience that has developed in the country j 
past years. ‘ 

The ability to do this, of course, is dependent on one’s training 
in this type of analysis and that is the thing that we are trying to 
improve right now, as well as giving people some way of evaluating 
the experience of other comparable countries in the same area, 

To what extent the PEO has used this last method, that is, com. 
parisons with the Philippines, and so forth, I do not know, but I har 
seen comparisons that they have made with Thailand which indicate 
they are doing some comparisons with other countries in the are 
having roughly comparable economic, geographical, and military 
situations. 

Mr. Reppan. Are conditions in Laos such as would permit a com 
parison with other countries? 
~ Mr. Hotcomspe. You can’t make a comparison across the board. 
It has to be a comparison on an item-by-item basis. For example, 
with respect to diet habits and ration levels, there should be roughly 
counterparts in other countries. But we do not get a “detailed 
markup,” as the budget people would call it, of the Lao budget, 
and we do not have basically trained budgetary analysts in Laos 
Therefore, I would be surprised if we did have a high degree of 
competence in the budgetary review. 

Mr. Harpy. Thank you, Mr. Holcombe. 

Let’s see if we can pick up where we left off. 

Mr. Hotcomne. I think I was about to start to talk about the sub- 
ject I know a little bit more about, Mr. Chairman, which is hov 
the military assistance program is processed. 
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This program is all in kind and does not involve any cash payments. 
It is provision of either materiel or services for the improvement of 
the military forces of Laos. In contrast to the defense support pro- 

am, the development of the military assistance program has been 
delegated to the Department of Defense subject to approval by the 
Coordinator of Mutual Security in the Department of State. 

The PEO prepares a list of all military requirements essential to 
meet U.S. objectives. This submission is reviewed, first, by the 
Country Team from the political and economic standpoint, then by the 
Unified Command, CINCPAC in this case, from the standpoint of 
the overall regional situation and priorities. 

From this list of requirements, a program is prepared in Washing- 
ton and is resubmitted to the Country Team and CINCPAC for review 
and refinement. 

In the case of Laos, the programs prepared over the past 3 years 
have been limited to immediate consumption requirements plus equip- 
ment and construction which would improve the maintenance and 
utilization of military equipment already furnished without creating 
additional local budgetary burdens. 

And this is shown, you remember, by the brief summary I gave in 
our last session, of the types of aid which were in the military assist- 
ance programs over the past 4 years. 

Mr. Reppan. Mr. Holcombe, did I understand you to say the MAP 

rogram isin kind? 

Mr. Hotcomepe. That is correct. 

Mr. Reppan. In connection with this 1959 pay raise, there was a 
question as to where they were going to get the additional funds to 
make up for the amount of the pay raise to the Lao Army. In an 
annex to an airgram of December 11, 1958, forwarding the 1959 ANL 
budget document, it is recommended that funds sufficient to cover the 
proposed pay increase be provided from MAP transportation or 
accessorial funds in the amount of $1 million. 

My question is, How can they get $1 million out of MAP if it is all 
in kind ? 

Mr. Hotcomser. What paragraph? 

Mr. Reppan. Annex A, paragraph five. As I understand it, the 
Country Team’s proposal was to make funds available for this purpose 
by requiring MAP to provide in kind certain items which had hereto- 
fore been provided under defense support in cash. 

Mr. Hotcomse. There is no provision that I know of by which we 
could turn over to the Government of Laos any of our military assist- 
ance funds for them to spend. 

Mr. Reppan. Could you clarify that for us with a submission on 
that point ? 

(The following information was subsequently submitted by the 
International Cooperation Administration :) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D.C., April 16, 1959. 

Mr. Ricuarp BRAy, 

Foreign Operations and Monetary Affairs Subcommittee of the Committee on 
Government Operations, House Office Building, Room 215, George Washing- 
ton Inn, Washington, D.C. 

Deak Mr. Bray: Enclosed for your attention is a copy of a memorandum to 
me, dated April 15, 1959, from Victor Morgan, acting Laos desk officer, on the 
41067—59 11 














148 UNITED STATES AID OPERATIONS IN LAOS 


subject: “Absorption of 1959 ANL Pay Increase by Decreases in Other Ca 
Year 1959 ANL Budget Items.” 
This was done pursuant to your request for the data presented. 
Sincerely yours, 


lendar 


LESLIE A. GRANT, 
Associate General Counsel}, 


APRIL 15, 1959, 
To: Mr. Leslie A. Grant, Office of the General Counsel 


From: Victor Morgan, Acting Laos Desk Officer. 
Subject: Absorption of 1959 ANL pay increase by decreases in other calendar 
year 1959 ANL budget items. 
Pursuant to a direct verbal request from Mr. Bray of the Porter Hardy sy. 
committee staff, the following data are submitted for transmittal to Mr. Bray: 


Kips 
Increased expenditures resulting from pay raise_...______________ 79, 958, 129 
Absorbed through the following decreases : 


Quartermaster (outside of pay and allowances) : 
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RN eo icc teeassce tp claorge eta sea gansta ng an Rearend 1, 000, 000 
aah eee A a A a eee 
Ordnance: 
I a a ea 8, 000, 000 
SR CR cscs fin Sica celige cts cele ried icine 20, 010, 000 
I aia concer cecisicstiga ania bielcaatiecaeb eee ate ee 28, 010, 000 
Engineering : 
Be: SN ce len Sena Sct ches 148, 000 
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PevGRiel. . SOPTORORE ooo et Cel Po 5 (1, 180, 000) 


79, 953, 120 
aa Attachment to American Embassy Vientiane Dispatch No. C—39, dated Feb. 20, 
959. 

Mr. Hotcompe. Yes. I can see that this is something less than 
clear. I believe we have other indications on this point. 

Mr. Harpy. The way this thing reads, it sounds as though they 
want to transfer $1 million from funds for MAP transportation items 
to cover the pay raise. 

Mr. Hotcomsr. I know of no way by which the funds could have 
been paid under MAP practices and processes to the Lao Govern- 
ment. It would have been possible to take over, for example, a con- 
tract with a civilian airline, perhaps a Chinese airline or whatever 
airline was bringing in our goods, and provide for this and thus 
relieve the Lao budget on a requirement. 

This obviously would be simply a transfer from one aid program to 
another. But, this would still not have gotten the dollars directly 
to the Laos. 

Mr. Harpy. Assuming that some such device as this was used, 
wouldn’t question the legality of it, but certainly, it is a circumvention 
of the normal way that these funds are supposed to be used. 
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Now, the military assistance budget is not supposed to be used to 

ay for the salaries of the Lao Army ¢ 

Mr. Hotcomse. That 1s correct. ; 

Mr. Harpy. And actually, this paragraph in annex A of this docu- 
ment seeks to outline a procedure by which it can be accomplished 
with military assistance funds; in other words, it is a direct subterfuge. 
USOM Director Lavergne signed that airgram, and it appears to be an 
effort to use the military assistance funds to pay the Lao Army. To 
say the least, it is not in conformance with the way it is supposed to 
be done. , 

Mr. Horcompr. As I have said, we have never paid this sort of 
money to recipients under MAP and did not in this case pay this sort 
of money. Further, we have indicated to ICA that our program was 
one for provision of aid in kind and could not be used for this kind 
of an operation. 

As to the specific action here, in accordance with Mr. Reddan’s re- 
quest, we will provide a fuller explanation of the action taken on this 
particular item, and our interpretation placed in light of all the other 
data we received on this particular item. 

Mr. Reppan. Will that include an explanation as to how the pay 
raise was actually funded? I mean, this apparently gives some al- 
ternatives. 

Mr. Hotcomer. My proposal is to furnish you with material limited 
to what the action with respect to military assistance was. I think 
that, while I can try to get that from 1C A—— 

Mr. Harpy. We can get it from ICA 

Mr. Hotcompe. We will tell you the action we took. 

Mr. Reppan. If it was funded from military assistance, you will 
tell us? 

Mr. Hotcomee. That is correct. 

I think I had finished the statement with reference to this chart and 
the fact that substantially all of our assistance has been for immedi- 
ate consumption requirements and for those construction and equip- 
ment items which will permit the Laotian Army to improve its rela- 
tively inadequate maintenance supply practices and techniques. 

Mr. Harpy. Mr. Holcombe, getting back for a second to this ques- 
tion of transportation funds, and looking at the chart that you have, 
where would the transportation funds be included in that chart? 
Would they be in the pro rata share of worldwide, overhead expenses ? 

Mr. Hotcomer. They would, sir. They are referred to in our pro- 
gram as packing, handling, crating, transportation and are included 
in this pro rata overhead figure. This includes a reimbursement to 
the military department which actually contracts for the transporta- 
tion, plus the pro rata share of the costs of their depots, and so forth, 
where our goods are handled and actually processed for shipment and 
crating. 

Mr. Harpy. Is there a budget breakdown of the amount which 
would be applied to each individual country or is that just sort of rule- 
of-thumb allocation ? 

Mr. Horcomnr. It is a rule-of-thumb allocation in proportion to the 
amount of current deliveries. Unlike other amounts in our military 
assistance program that apply generally to items which were pro- 
gramed in prior years, this charge applies to items being delivered in 
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this year. For example, we take the $2 billion of item deliveries py 
country and apportion our overhead costs to that. e 

Mr. Harpy. Here is the reason I asked you that question: 7), 
chart you have on the board, I understood, is a 4-year chart. ' 

Mr. Hotcomse. That is right, sir. 7 

Mr. Harpy. Now, your total for that 4 years for your pro ra 
worldwide overhead expenses is$ * * *. : 

Mr. Hotcomepe. That is right. 

Mr. Harpy. Approximately a million dollars a year. And yet the 
proposal in the memorandum that we read a moment ago was to take 
$1 million out of transportation funds, which presumably would haye 
had to fall in this particular category, which would mean that yoy 
were going to use as much of that fund by that proposal as you would 
normally spend for all overhead costs during the course of a year, 

Now, that would seem to indicate to me that, again, you would haye 
had a vehicle by which the pro rata share applicable to Laos of the 
worldwide overhead expense would be substantially increased. 

In other words, you would be drawing from a fund which is ap. 
plicable worldwide, from a transportation account in that fund, to 
provide a vehicle for paying the Laotian Army. Maybe you didnt 
do that, but that is the only way I can read this proposal. © 

Mr. Hoxtcompe. The amount that we have up there actually never 
gets into the hands of the Laotians. Most of that is paid directly to 
the Army, Navy or Air Force. 

Mr. Harpy. I understand that. 

Mr. Hoxcomse. It is a worldwide bill that they give us rather than 
a bill for each particular purpose. 

Mr. Harpy. I understand that, too, but what I am trying to say to 
you is this: If you had used $1 million from transportation funds for 
the purpose of meeting the increased pay of the Eas Army in 1989, 
then instead of having approximately $1 million, which was properly 
chargeable against Laos in this overhead expense for the current year, 
you should have about $2 million. 


Mr. Hotcomee. The amount that they are talking about here is the | 


amount in chapter 17 of the local budget, because it says, as I read it 


here now: “It is suggested that ‘Chapter 17: Transportation,’ be re- | 
SS ’ 


duced by $1 million.” 

Now, that is an internal transportation, largely in connection with 
the civil action programs that never gets into military assistance pro- 
grams, so this, I would suspect—and I would like to study it a little 
more carefully—not a transfer from military assistance but a trans- 
fer from one category of ANL budget, from one category to another 
category. 

Mr. Bray. The category from which the funds would come—thos 
are the accessorial funds that we are talking about on the chart? 

Mr. Hotcomer. Accessorial and transportation generally together. 

Now, I have indicated that I would like to study this language a 
little more closely, but it would be my first guess that this is all funds 
to be transferred from within the budget here. I will furnish youa 
full statement on any implications that there may be with respect to 
military assistance. 

Mr. Harpy. Thank you. 

Mr. Reppan. Mr. Chairman, for purposes of clarity, could we m- 
clude the chart on the board in the record at this point ? 
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Mr. Harpy. Without objection, it will be included. 

[The chart referred to has been deleted for security reasons. ] 

Mr. Harpy. Can we get back now? Do you know where you left 

ff? : 

Mr. Hotcomse. I finished that question, sir. 

Mr. Harpy. Let’s pick up the next one. 

Mr. Hotcompr. Question 8 is: “An explanation why more of the 
support for the ANL has not been provided in kind; in short, why has 
not virtually all DS aid, other than pay and allowances, been furnished 
in DFS or similar form ¢” 

Direct forces support of the ANL with civilian type items was not 
transferred from the economic aid program until fiscal year 1957. 
Both of these kinds of aid were provided by ICA or predecessor agen- 
cies from economic aid. In 1957 the category known as direct forces 
support was transferred from economic aid to military aid for pro- 
graming purposes. rhe pipeline, of course, that already was in exist- 
ence continued to flow out, so that the first direct forces support to be 
delivered under military aid was actually in the latter part of 1957 
or in 1958. 

Generally, we took over at that time, the same distinction that ICA 
had used because it was necessary to maintain the same distinction 
until there was a chance to agree on a definition. Otherwise, you 
would have serious chance of duplication or nobody furnishing the 
particular kind of aid. And generally the division at that time was 
that items which were required to be imported for the direct use of 
the armed forces in the country were provided through direct. forces 
support. Items which were produced locally or which for technical 
reasons could best be procured locally were provided through defense 
support. In Laos, the limit on U.S. military personnel severely re- 
stricted our capability to supervise and control distribution of goods 
furnished through military assistance channels, especially those items 
produced in Laos or nearby countries. 

Since that time, in most of the rest of the world, where we provide 
direct forces support, the tendency has been to place more of the re- 
sponsibility on defense support rather than on direct forces support 
for two major reasons, and some other minor ones: 

First, by putting things in direct forces support, where you have 
thecountry furnishing the part and we merely furnish the supplement, 
you force the total to go through the country’s budgetary and require- 
ments screening processes, and this has in some cases led to some reduc- 
tions. 

Secondly, if we have it go through the countries’ own system, then 
it is easier to get out a little bit at a time. If we provide the aid 
directly, it is very hard to get any sort of a partial or gradual cutoff 
of our responsibility. 

However, though this has been the trend worldwide, it has not been 
the trend in Laos. In Laos, because of the lack of local budgetary com- 
petence and the special problems created by the exchange rate and the 
other factors, there has been a tendency increasingly to provide assist- 
ance in kind under the military assistance program rather than through 
defense support and the economic program, 

Mr. Harpy. Would that. be due at least in part to the fact that there 
are so few of these items obtainable on the local economy ? 

Mr. Horcomrn. Well, a considerable number of the items that are 


| provided for by defense support are obtainable either from the local 
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economy or from the economy next door. A large part of the foog 
requirement, obviously, rice and so forth, is obtainable locally, ang 
some of the other items that are required are obtained either fron 
Vietnam or Thailand, just across the border. 

Mr. Harpy. In those cases can you use local currencies to acquire 
them or do you have to use dollars? 

Mr. Hotcomser. Obviously, local currency would be what would 
be used to acquire those items. 

Mr. Harpy. If you can use local currency, it does seem as though 
we should be concentrating more on defense support, that is op 
defense 

Mr. Hotcomsr. We are providing those items and those items have 
been provided from defense support. The question here is why more 
of them are not being provided in kind by military assistance. 

Mr. Harpy. Well, let’s try and see exactly what is happening, 
You point out that your tendency is somewhat different in Laos 
than it is in other countries, and the biggest single item that you 
have in the direct forces support is for food. If that is obtainable 
locally, why are we carrying that in kind rather than acquiring it 
locally with local currency ? 

Mr. Hotcomse. Well, the major part of it is bought locally. In 
1959, for example—and this is not exactly the same fiscal year, you 
understand, but a partially overlapping period—shows $1,620,000 
for food in defense support and $900,000 under military assistance, 
Military assistance, therefore, is the supplement and the major por 
tion is bought from defense support and therefore from local eur. 
rency. 

Mr. Harpy. In the direct forces support your chart shows $ * * * 
million over 4 fiscal years. What percentage is that of the total of 
those items? Do you know? 

Mr. Hotcomsr. Well now, a portion of that is for construction, 





which I think is a little different kind of item than we are talking | 


about. The balance is for day-to-day consumable supplies. 


The defense support for 1958 in those same categories was $ * * *, | 


In 1957, about $ * * *. And of that, of course, a large part was 
food, but another large part was all the bits and pieces that go to 
make up other operating costs, including undoubtedly some of this 
interior transportation that we have been talking about. So there 
are both goods and services involved, some of them are locally pur- 
chased, but purchased with international organizations, business or- 
ganizations, and so forth. 

Mr. Harpy. So we don’t have any salient figure that will give us 
the cost of these maintenance items for the military establishment! 

Mr. Hortcomser. We don’t have them broken down exactly this way. 
For example, I can’t identify in the summaries of the budget I have 
before me, medical supplies. I could give you a figure for one of 
those items—as an example, food, I could give that to you. Clothing 
I could give to you. The other operating supplies is a matter of 
definition, sir, and I am not. sure the two categories are the same. 

Mr. Harpy. Maybe we can explore that with ICA. 


, . *% 
Mr. Hotcomne. If we took food, for example, where we have $* 


million there, for the three years 1957 to 1959, the local budget had 
about $* * * million of the same period. 
Mr. Harpy. Well now, which item was that? 
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Mr. Hotcomee. Food, sir, $ * * * to approximately $ * * *, 

Mr. Harpy. $ * * * was local. Now, was that in dollars? 

Mr. Hotcomse. This was provided by ICA. Without personal and 
direct knowledge on my part, I would say normally this is provided 
by them through counterpart local currency. 

Mr. Harpy. I wonder where they got that? You don’t know 
whether that is dollars or whether that is local currency ? 

Mr. Hotcomse. I am not personally and directly aware of the ICA 
part, but normally it would be local currency. 

Mr. Harpy. I don’t think they have had much from which to gene- 
rate local currency down there except the import program which we 

aid for. At any rate, let’s go ahead. Let’s talk to ICA about that. 

Mr. Reppan. On the military budget submitted to Laos, that was 
submitted all in kip, was it not, that was not broken down as to 
dollars and kip? 

Mr. Horcompe. I have never seen the budget submitted by the 
Laoto ANL. All I have is what I call their translation of it, which 
was all together in dollar equivalents. I am informed there is version 
in both dollars and kip, that they express it in one document one way 
and one document in the other. 

Mr. Harpy. When you consider the fact that you have had a pretty 
wide discrepancy in the exchange rate over there, it doesn’t mean very 
much tome. I can’t understand what they are talking about. I don’t 
know whether anybody can. 

Mr. Hotcomse. ‘That is the difficulty with comparing several years 
when you get into a local budget. 

Mr. Harpy. Unless we have some consistency in the way we express 
them, we can’t tell, and I doubt if the agency can tell. 

Mr. Meader has a question on that point. 

Mr. Meaper. Did you say that $ * * * that was mentioned there a 
minute ago was for the same four-year period as $ * * * ? 

Mr. Hotcompe. $ * * * is for 3 years, you will notice, for fiscal year 
1957 through 1959. 

Mr. Harpy. I see. 

Mr. Hotcomse. This is the period which we have had direct forces 
support. The rest of the program is for 4 years. 

Mr. Harpy. The $*** is that over the same 3-year period? 

Mr. Hotcomer. I added up those three figures, yes, the figure I 
gave you was for the same period. 

Mr. Meaper. So you have a total of $ * * * million to feed these 
troops for 3 years? 

Mr Hortcomer. No, sir. This includes a considerable number of 
other items. In the first place, it includes an emergency reserve of 
rations. It includes a special purchase of rice for the Auto Defense 
Corps. It includes, as I have said, 3 months’ rations. It includes such 
things as firewood for the kitchens. It includes coolie labor for trans- 
portation and presentation. And I notice here it even includes some 
procurement of water for the army. 

Mr. Harpy. What kind of kitchens were those you were talking 
about ? 

Mr. Hotcomne. An item of firewood for troop kitchens and another 
one for firewood for hospital kitchens. Cooking fuel. 

Mr. Harpy. It is pretty hard then to analyze these figures. 
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Mr. Mraper. Doesn’t that seem awfully high? Aren’t these people 
rather primitive and inclined to live on the land and get along With 
a bowl of rice and something a day? Why does it cost $ * * * 
if you include all these other things to keep these troops? 

Mr. Harpy. $200 a year per man, Mr. Meader. 

Mr. Hotcomsr. As I say, it does include a 3-month war reserve of 
rations, and a considerable amount of this was under combat condi. 
tions, air dropped and so forth, and I have heard that those gi 
drops were losing about 50 percent of what was dropped. It was 
under jungle conditions and if you dropped it a little place of 
where you wanted to, you couldn’t find it. 

Mr. Harpy. Another aspect of this cost, I think, if Mr. Meader 
will permit, might be reflected in the dependency allowances, Did 
they come under this same 

Mr. Hotcomse. I have no doubt they did, particularly in the early 
days, and this is indicated by the fact that food is $ * * * in the 1959 
budget. Of course, again, we get in to some extent to an exchange 
rate variation, but this $ * * * would be about $100 per man. 

Mr. Harpy. I wonder if, for instance, this kind of thing would 
be reflected in there. Here is a report, July 21, 1958, and in one 
paragraph it says that the Lao soldier is permitted to have up to three 
wives, but the army only considers one of them for pay purposes. The 
soldier is also permitted to have up to six children for pay purposes, 
These can be the children of any one or of all of his wives. It has been 
explained that the pay tables have been based on an average of two 
children for each individual in the army and this is what is budgeted 
for. In actual practice, he could base his pay on the actual number of 
children. For example, from the foregoing table on the listed page, it 
can be seen that a sergeant with one child will draw 60 kip extra each 
month. If he has six children, he will draw 360 extra kip each month, 
even though this figure does not show on the table. Now, does he also 
draw additional rations because of his children and his extra wives? 

Mr. Hotcomer. I have been looking at their budget and, as I say, 
it is a little less than we would normally like on the budget; this 
ration item is one of the better ones, It shows no special allowance 
except for a 7-day holiday supplement, and certain vitamin supple- 
ments for cadets, engineering troops, and so forth. It shows no special 
allowances for dependents. 

The fact that this has been steadily coming down from the total 
amount of $ * * * in 1957, $ * * * in 1958, and $ * * * in 1959, in- 
dicates first that part of that total figure, Mr. Meader, is based on this 
false rate of exchange which grossly inflates the amount in the kip or 
economic aid portion. And also, there probably has been some tight- 
ening up of the procedures, which we know have been not as well 
enforced as we would like to see them in a properly run state, 

Mr. Harpy. You don’t know whether the rations reflect any increase 
because of the size of family, do you? 

Mr. Honcomrer. The data that we have would indicate that was not 
true, that there was no allowance for dependents in the rations. 

Mr. Harpy. I notice this document here refers exclusively to 
the base pay. Now, is this the kind of thing that would have been 
approved by PEO in its review, by CINCPAC, and then by your 
office ? 
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Mr. Hotcomne. I had nothing directly to do with the pay increase, 
sir, and Admiral O’Donnell is prepared to speak about it. I am sure 
he will be glad to take it up now. 

Mr. Harpy. I was just wondering whether this came up when it 
was reviewed in your office ? 

Mr. Hotcompe. It was seen by the Office of the Assistant Secre- 
tary of Defense, ISA, at one stage of its proceedings, sir. I think 
that Admiral O’Donnell, in his statement, will cover that particular 
part of it. ; 

Mr. Harpy. Suppose we pass it over for the time being. 

Have we finished that question or was there anything left on that 
one! 

Mr. Hotcompr. We have one more. These are the questions on 
which I am personally prepared, sir. 

Mr. Harpy. No. 9, I don’t believe we have been over that one? 

Mr. Hotcomse. No. 9, I believe, is in the admiral’s list. I think 
we are now ready for his presentation. At the end of that, we will be 
glad to try to answer any other question, prepared or unprepared. 

Mr. Harpy. The subcommittee appreciates very much your help- 
fulness. 

Are there any questions from the members of the committee? If 
not, we will proceed. 

Admiral O’Donnell, I believe you have a prepared statement. 

Would you proceed with it, please ? 


STATEMENT OF REAR ADM. EDWARD J. O'DONNELL, U.S. NAVY, 
DIRECTOR, FAR EAST REGION, OFFICE OF THE ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Admiral O’Donnett. I am Rear Adm. Edward J. O’Donnell, U.S. 
Navy, Director, Far East Region, Office of the Assistant Secretary of 
Defense for International Security Affairs. 

Mr. Harpy. I am going to ask that this brief biographical sketch 
which we have be inserted at this point. 

(Biographic data supplied by the Department of Defense follows:) 


BIOGRAPHY OF REAR ApM. EpwarbD J. O’DONNELL, U.S. Navy, Director, Far East 
REGION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Admiral O’Donnell is a native of Boston, Mass., and is a graduate of the U.S. 
Naval Academy, class of 1929. In addition to being a specialist in gunnery, his 
service career, which has covered a wide scope of duties, has given him an 
excellent broad background. Most noteworthy of his past assignments have 
been gunnery officer of the carrier Levington during the battle of Coral Sea, gun- 
nery officer of the cruiser Birmingham during the Sicilian Campaign, Command 
of Destroyer Division 32, U.S.S. George Clymer, and U.S.S. New Jersey, Head, 
Production Section, Bureau of Ordnance, Operations Officer of the Staff of 
Commander Amphibious Forces, Pacific, Plans and Operations Officer, Naval 
Forces, Germany during the transition period into NATO, Assistant Superin- 
tendent of the U.S. Naval Gun Factory, Washington, D.C., Director, Administra- 
tive Division, Bureau of Ordnance, and Commander Destroyer Flotilla 6. 

Admiral O’Donnell is married to the former Ruth Eleanor Hall, daughter of 
the late Captain R. A. Hall, USN, and is now residing with his wife and two 
sols, Neil Hall and James Robert, in Chevy Chase, Md. 


Admiral O’Donnetu. As indicated by Mr. Shuff last Thursday, I 
would like now to address myself to certain of the specific items men- 
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tioned in the Chairman’s letter of March 4, 1959, to Secretary McElroy 
and amplified later by Mr. Bray. ' 

First, I should like to discuss the cost of maintaining the Lao Army 
and its pay. At present, to maintain one ANL soldier per year at the 
rate of 80 kip to the dollar costs $611. At the old 35 to 1 rate this 
figure would be $978. 

The ANL has had two increases in pay since the armistice in Indo. 
china. The first took place in 1955 and the second in January of this 
year. I would be happy to discuss the 1955 raise further if the answer 
to questions on this, previously submitted, are not considered guff. 
ciently responsive. 

Before going into the most recent increase, I would like to try to ql. 
lay what I consider to be a widespread misconception about ANI, 
pay, and that is that the ANL is the highest paid army in Asia, Ty 
illustrate this I have assembled the following data: 


Comparative minimum base pay in dollars 











eee hl | i Laos 
Rank | United Thai- South | Cam- | Philip- sl 
States land | Vietnam} bodia | pines ee 
Old rate | Newrate 
eT ak ea Se a ee ee a ee a Ie 5 Pe i 
Ns tk S6 i nnied aa dmenine 78. 00 1. 50 14. 57 | 14. 46 34. 00 6.49 | 10.08 
Master Sergeant --.--.---------| 206.39 | 4. 50 92.14 57. 94 | 60. 50 | 28. 95 | 39.30 
Second Lieutenant. tcucel “SSS 4.50 110. 06 80. 57 90. 00 | 5. 99 | 50% 
Major.......- pide decnwncatan, ee 11.00} 191.49} 144,57] 200.00 61 39 | 91. 4 
Colonel_-___-- eae isd 592. 80 | 25.00 | 256.46] 196.00 | 273.00] 100.99 195. % 
Brigadier General_-_.......----- | 800. 28 | 35.00 | 333.60 | 264.57 | 350.00 | 184. 46 149.% 
! | | | 
Comparison per capita personnel dollar costs (computed 
at official rate of exchange) 
United PN is ce pl ec Tasers ack Sotasi tbc cs eta sta aes sche ales ites $3, 515 
NN Nae aa a la dhe de a 265 
Nee ee eee a ee Oe al ate aaans eas aaceglice te aeaeaaee 818 
IN a gc SER Sh Sg Od eect een ut ae ee 154 
ae NN ii a ee IS ae or ee 1, 086 
RUE ck bhs mata Geplaatst Aes tested ee ee 611 


In view of varying exchange rates, lack of uniformity in the value 


of money in different areas and the unwieldy system of allowances , 


that normally prevail, any exhaustive presentation of comparative 
pay is quite likely to be complex, misleading and easily misunderstood. 
As a consequence you will note these data deal with minimum pay 
only. 

The first table illustrates the minimum pay for private, master ser- 
geant, second lieutenant, major, colonel, and brigadier general for the 
three countries of Indochina, Thailand, and the Philippines. 

The second and more meaningful presentation compares per capita 
annual personnel costs for the same countries. This is the second table 
on top of the second page, which includes all of the costs except POL 

The Chief, Programs Evaluation Office, the Ambassador, and the 
Commander in Chief, Pacific, all of whom are intimately familiar with 
the problems in Laos, fully support the most recent pay raise. 

Mr. Harpy. Admiral, could I interrupt you just a minute so I can 
understand this last figure that you have there at the top of page 2. 
Does that include allowances as well as pay ? 

Admiral O’Donnetu. Yes, sir; this is across the board, except for 
POL, which in some personnel cost tables, is included, but it is ex 


cluded here. 
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Mr. Harpy. I was thinking in terms of dependents’ allowances. 
Are all those things included ¢ | 

Admiral O’DonNELL. Yes, sir. 

The ANL is a wholly volunteer force and is the principal tool avail- 
able to the Royal Lao Government for implementing its programs 
and countering the growing Communist influence in the country. 
Moreover, the pay raise has been accommodated within the previously 
established budget ceiling which is less than the dollar cost last year. 

According to the Chief, Programs Evaluation Office, the most re- 
cent pay increase was long overdue and was required to alleviate real 
hardship within the ANL, particularly among second lieutenants sta- 
tioned in and near the major towns. The Lao police are better paid 
than the army and the wages paid both coolies and cooks in the Vien- 
tiane area make the ANL pay appear low in comparison. 

Additionally, it is understood that inflation over the past 5 years 
has raised the cost of living index at Vientiane from a 1953 base of 
100 to 147 for 1956, 180 for 1957, and 195 for 1958. Since the estab- 
lishment of monetary reform, however, there has been a decline in cost 
of living. About 25 percent is our best estimate, but that is rough. 
As to acquiescence to pay raises, in both 1955 and 1959, I believe that 
the RLG was exercising its sovereignty, and particularly in the case 
of the recent increase, it had been prematurely announced by the 
Royal Lao Government, as a result of a misunderstanding between 
the Programs Evaluation Office and the ANL. 

Mr. Reppan. Which raise are you referring to? 

Admiral O’DonneEtu. January 1959. 

We have so far been unable to assemble sufficient facts to provide the 
committee with a satisfactory answer to the question concerning the 
construction agreement with the RLG. As recently as June of last 
year, a report from the Programs Evaluation Office states that in 
spite of continued U.S. efforts, the RLG had not signed a construction 
agreement and we have received no information since then to indicate 
it has been signed. However, MAP construction has been underway. 
As of February 1 of this year, MAP construction has provided ware- 
houses at Savannakhet, Xieng Khouang, Luang Prabang, and 
Vientiane. Bids on additional warehouses at Savannakhet, Luang 
Prabang, Pakse, and Vientiane were scheduled to be let this month. 
Four of the five construction projects in the fiscal year 1957 MAP have 
been completed and a survey of the overall remaining construction 
requirements is underway. We have cabled the field on this question 
and will be happy to provide more detail on this to the committee 
staff upon receipt of additional information. 

That completes the answer, Mr. Chairman. 

Mr. Harpy. Well, let’s talk about that a minute, if we might. 

_You said there on page 8, that in these actions, “the RLG was exer- 
cising its sovereignty.” Well, that was no doubt so, and if it hadn’t 
been for the fact they were expecting us to pay the bill, I certainly 
wouldn’t have any objection to their taking any kind of action that 
they saw fit to take, but I don’t know why it should commit us to the 
additional cost just in order for them to exercise their sovereignty. 

If we permit this kind of thing to go on indefinitely, why there 
wouldn’t be any limit to which we would be required to pay in order 


to keep our friends in the Government, so to speak. Is that a fair 
statement ? 
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Admiral O’Donnetu. Yes, sir, I am sure it is a very hard problem 
for our administrators on the scene to meet this situation. 

Mr. Harpy. Now, you have also spoken of a misunderstandip 
between the Programs Evaluation Office and the ANL. I think yp 
need to explore this because from the cable I re: id, it looks to me ag 
though maybe somebody in the Programs Evaluation Office has been g 
little indiscreet. 

Would that be an incorrect statement? 

Admiral O’Donnetx. Well, certainly, Mr. Chairman, it looked 
to me as though someone spoke out of turn there and said something 
without making the reservations suflicie ently understood. 

Mr. Harpy. Of course, I can see the kind of a spot we would have 
been placed in if, after the announcement had been made, we had 
refused to go through with the pay increase, but we were put in 
that position by somebody in that PEO office, who apparently, 
against the best. judgment of, I believe, the E mbassy or the Mission 
with respect to the pay increases, told the ANL, or somebody j mn 
the Laotian Government, that CINCPAC had approved the increase, 

Is that a fact? 

_ Admiral O’Donnett. As nearly as we can read the cables, that 
is correct. 

Mr. Harpy. Let’s put those cables in the record, Mr. Reddan, » 
we can see this thing. 

I think that you did a pretty good job of understatement when 
you said, as a result of a misunderstanding between the Programs 
Evaluation Office and ANIL. 

Mr. Reppan. I have a series of documents here that I wanted to 
put in at the close of the session today that included these cables 

Mr. Harpy. Since we have them right here on this particular point, 
this is the place they should go, and then take up the next point. 

Mr. Reppan. I have here, Mr. C hairman, a list of all of the docu- 
ments referred to by Mr. Holcombe in his testimony, a list of the 
Department of State documents relating to the Lao Army pay raises, 
which we have received from the Department of State; the Depart- 


ment of Defense, listing of those documents relating to the Lao Army , 


pay raises; a list of the ICA documents relating to the Lao Army 
pay raises; a list of the Lao country statements submitted by the PEO; 
and a list of the Lao quarterly activities reports submitted by the 
PEO. I would like to request that the lists be put in the record to 
the extent they are necessary for the development of this matter 
presently to be heard. 

Mr. Harpy. Without objection. 

(The documents are as follows :) 


DEPARTMENT OF DEFENSE DEFENSE DOCUMENTS RELATING TO LAOS Force 
OBJECTIVES 


S-2110.20: Military Assistance Programing Guidance, dated March 138, 1951. 

Letter from Brig. Gen. William L. Hardick to Richard P. Bray, Jr., counsel, 
Foreign Operations and Monetary Affairs Subcommittee, dated July 22, 1958, 
attaching a memorandum discussing the general formulation of force objectives 
and certain specific questions related to Laos. 

I-15068,/8: A memorandum prepared by Col. Sidney V. Bingham, Jr., dated 
July 21, 1958; subject: Summary of MAP Force Objectives (Laos). 

ahs 15064: Memorandum from JCS to Secretary of Defense, dated September 
22, 1954. 
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[-14760: Memorandum from JCS to Secretary of Defense, dated November 17, 

1-17138: Memorandum from Assistant Defense Secretary Hensel to JCS, dated 
December 27, 1954. 

1-11370/5: Memorandum from JCS to Secretary of Defense, dated January 
21, 1955. 

1-11481/5: Memorandum from Secretary of Defense to Secretary of State, 
dated February 16, 1955. ' 

[-12253/6: Memorandum from Assistant Secretary Gray to JCS, dated Janu- 
ary 18, 1956. 

{-12711/6: JCS reply to Secretary of Defense, dated February 7, 1956. 

1-13953/6: Memorandum from Secretary of Defense to JCS, dated April 1%, 
1956. | 

1-14393/6 : Memorandum from Assistant Secretary Gray to JCS. dated May 10, 
1956. ‘i 

1-14747/6: Memorandum from JCS to Secretary of Defense, dated May 31, 
1956. 

[-16281: Memorandum from JCS to Secretary of State, dated November 26, 
1959. ; 

1-14821/6: Memorandum from Assistant Secretary Gray to CINCPAC, dated 
June 12, 1956. | 

1-12531/8: Memorandum from JCS to Secretary of Defense, dated January 30, 
1958. 

-12156/9: Memorandum from JCS to Secretary of Defense, dated January 
14, 1959. 

J-12161/9: Letter from Rear Adm. E. J. O'Donnell to Dr. Raymond T. Moyer, 
dated January 14, 1959. 

1-12394/9: Letter from Acting Assistant Secretary of Defense Charles H. Shuff 
to Representative Porter Hardy, Jr., dated January 29, 1959. 


PROGRAMS EVALUATION OFFICE REPORTS 





Transmittal date DOD No. | Titles and dates covered 








Country statements: | | 
Jan. 26, 1954: MAAG, | I-10790....| Indochina country statement, “for presentation of the 1955 
Indochina. 
Jan. 19, 1955: MAAG, | I-11462/5_- 
Indochina. 


MDA program,” 
Indochina country statement, first one submitted under memo 
of Oct. 25, 1954. 
July 15, 1955: MAAG, | I-14259/5_..| Indochina country statement, as of June 30, 1955, rescinds 
Vietnam. | tatement of Jan. 19, 1955. 
Aug. 10, 1956: PEO/Laos_| D-16361/6..| Laos country statement, a of June 30, 1956, first statement 
| prepared by PEO/Laos. 
Jan. 10, 1957: PEO Laos..| D-593/7 | Laos country statement, as of Dec. 31, 1956.__. 
BES BBO Bacecccccescc D—-464/8 | Laos, ‘‘Revised pages fet the country statement submitted by 
| | this office on July 12, 1957, are transmitted herewith.’’ 
Quarterly activities reports: | 


Sept. 7, 1956.............._| D-16857/6_| June 1, 1956, through Aug. 31, 1956. 
Dec. 7, 1956. ...- 7 D-18403/6..| Sept. 1, 1956 through Nov. 30, 1956. 
Mar. 6, 1957_.............| D-1689 7... Dec. 1, 1956 through Feb. 28, 1957. 

=a | D-4845/7_.| Mar. 1, 1957, through 31 May 1957. 
Sept. 13, 1957_............| D-7899/7._| June 1, 1957, through Aug. 30, 1957. 
Jan. 20, 1958..............| D-466/8___| Sept. 1, 1957, through Dec. 31, 1957. 
June 10, 1958. ......- | D-4475/8..| Jan. 1, 1958, through May 31, 1958. 


| 
! ! 


[Specific identification of some 35 Department of State cables has 
been deleted for reasons of communications security ] 


ICA DocuMENTS RELATING TO LAOS ARMY Pay RAISES 


AIRGRAM TOICA A-414 from USOM/Vientiane, December 11, 1958. 
AIRGRAM TOICA A-290 from USOM/Vientiane, December 3, 1957. 
AIRGRAM TOICA A-225 from USOM/Vientiane, April 5, 1956. 
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Mr. Reppan. Admiral, was all of this information that was passed 
on with respect to these pay raises classified ? 

Admiral O’Donnett. That information would be contained jp 
classified document, if it were sent by either cable or letter, 

Mr. Reppan. Would it have been a violation of security to Pass that 
information on to the Lao Government ? 

Admiral O’Donnett. It seemed to me that in the normal course of 
business, when you are working directly with and almost for a fore; 
government that certain matters of common interest might ordinar] 
be discussed. : 

Mr. Harpy. Wouldn’t that, though, Admiral, be a matter of timing! 

Admiral O’DonnELL. Yes, sir. 

Mr. Harpy. Actually, at this stage, it was of a highly confidentia] 
nature and certainly was information that was of concern primarily 
to our Government, and which under normal classification procedures 
should not have been discussed with any foreign government. 

Admiral O’Donnetu. Yes; this was an administrative classification, 
really, at this time. 

Mr. Harpy. Aren’t they all administrative classifications ? 

Admiral O’Donnett. As opposed to any matter of information 
that would be helpful to the enemy sort of thing with respect to 
classification. 

Mr. Harpy. But it certainly did put us over a barrel. 

Admiral O’DonNELL. Yes, sir. 

Mr. Reppan. Admiral, on page 3 of your statement, you refer to the 
25 percent decrease in the cost of living since the pay raise change. 

Admiral O’Donnetu. That is really very rough data. 

Mr. Reppan. Since the monetary reform in October ? 

Admiral O’Donneti. Yes. But the date, of course, is only recently, 

I am trying to indicate an order of magnitude here rather than any 
precise number. ' 

Mr. Reppan. Now, my question is this: One of the reasons why the 


pay raise was urged was because of the inflation in the country; was | 


that not true ? 

Admiral O’DonneEtu. Yes. 

Mr. Reppan. And now as early as the fall of 1958, the PEO knew 
that there was in process this establishment of a new rate; they were 
going to establish a new rate ? 

Admiral O’Donneti. Attempting to establish a new rate. 

Mr. Reppan. That became effective in October, and as a result of 
that, between October and the first of the year, there was a decrease 
in the cost of living of approximately 25 percent? 

Admiral O’Donnett. I think that is right. 

Mr. Reppan. Which would have materially decreased the pressure 
for this pay raise. 

Mr. Harpy. Actually, that would have brought the cost of living 
index down below that of 1957. 

Admiral O’Donnett. That is right, sir. 


Mr. Reppan. Now, in addition to that, wasn’t the PEO advised by | 


the Department of State that the new rate of exchange was being cor- 
sidered, and wasn’t the Country Team instructed not to make any com- 
mitments with respect to pay raise because the pay raise would be 
inflationary ? 
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Admiral O’DonneEtt. I believe that is correct, sir. 

Mr. Reppan. Do you have any information as to why that direction 
was not followed? Has there been any explanation submitted to the 
Department of Defense since that time ? 

Tauitel O’DonneEtL. None other than those you have seen. This 
was the judgment of the Chief of PEO, the judgment of the Com- 
mander in Chief of the area, and actually the judgment of the new 
Chief PEO who came back at that time, after making 

Mr. Reppan (interposing). Who makes the final decision on this? 

Admiral O’DonNELL. On the pay raise? 

Mr. Reppan. Yes, sir. 

Admiral O’Donnet. The final decision is made in the Department 
of State. 

Mr. Reppan. And as of September 1958, the PEO was under instruc- 
tions from the Department of State not to make any commitments 
with respect to the pay raise, was it not ? 

Admiral O’DonnELL. ‘That was correct, in September, there ws 
such a message. 

Mr. Reppan. Was there any change? Do you know of any change? 
Perhaps I should read a part of this cable, dated September 5, 1958, 
from the State Department to Vientiane. 

(The following is a paraphrase prepared by the Department of 
State to replace the classified excerpt read into the record by Mr. 


Reddan :) 


At atime when we are chiefly concerned with avoiding any unnecessary stimu- 
lation of price increases, it would be a serious error to increase pay. Increase of 
salaries and wages should, consequently, be considered only after the lapse of 
a reasonable time after monetary reform in light of any sustained rise in the 
levels of prices. We do not expect such a rise but will, however, consider the 
coordination of civilian and military salaries separately from monetary 
discussions. 





Now, that was as of September 1958. Do you know of any instruc- 
tions or any advices from the State Department between that time and 
the time of the pay raise which would have indicated a change in the 
State Department’s position ? 

Admiral O’DonnELL. No. 


[Security deletion] 


Mr. Harpy. The thing I am trying to understand is whether this 
was a deliberate approach by whoever it was in PEO that released 
the information to the Lao Government. You pointed out that a 
change took place there just within a few days. 

Admiral O’Donnetu. January 14; yes, sir. 

Mr. Harpy. And this pay increase was what, January 9? 

Admiral O’Donnetu. Five, I believe, sir. 

Mr. Harpy. So, you just had a matter of a few days in between ? 

Admiral O’DonNnELL. Yes, sir. 

Mr. Grirrin. Do you have any information indicating that this 
was deliberate on the part of anyone over there in exercising his per- 
sonal judgment to try to influence the complexion of the local gov- 
ernment ? 

Admiral O’Donnetu. No, sir; I have no information to that effect. 

Mr. Grirrin. When you look at the rate of pay, the old rate and 
new rate in dollars, it doesn’t look like very much, but figuring it out 
In percentages, a private was getting an increase of about 55 percent— 
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if my mathematics are right—and a major was getting an increase of Admi 
about 50 percent in pay. Judging from the percentage increase yp, the tote 
cently voted by Congress for people in our military service that jg it be ad 


a pretty good pay increase. Just a comment. Mr. ] 
Admiral O’Donnetu. The absolute base was very low. out son 
Mr. Harpy. Actually, if you are going to look at the percentage of these 0 

buying power increase to that particular individual, you have ty have be 

take into account also the reduction in the cost of living. If you haq Here 

a reduction in the cost of living with a pay increase, those boys wer dollars 

in pretty good shape by comparison with their compatriots in the vidual 

rest of society. adjust | 
Would that be right ? Now, 


Admiral O’Donnetu. No, sir; I don’t believe that is right. Be. Genera. 
cause all the official responsible opinion, and then one or two other 
people whose judgment I trust and who came back, I talked informally 
about this, they held strongly the idea that the army did need this pay 


raise. Mr. } 
Mr. Harpy. Well, it was contrary to the recommendations of the Genera. 
Embassy, wasn’t it ? Adm: 
Admiral O’DonneLu. No, sir; the Ambassador was for it. It was Mr. } 
contrary to the recommendations of the Department of State, I be. just dor 
lieve, sir. Adm 
Mr. Harpy. Department of State? Mr. } 
Admiral O’DonNELL. Yes, sir. Adm 
Mr. Meaper. Admiral, I notice in one of these cables here, it indi- Mr. | 


cates that based on knowledge CINCPAC had recommended approval happen 
pay increase, new budget, “PEO notified RLG Secretary of State puts us 


DEF.” ahead ¢ 
What is that, Defense ? foreign 
Admiral O’Donnetu. Yes, Secretary of State for Defense, Mr.) 
Mr. Mraper. Now PEO is an organization. Do you know who, Mr. ] 

as an individual person, notified the Lao Government of this pay _itmay! 

increase. : Has | 
Admiral O’Donnett. I do not know, sir. employ 
Mr. Meaper. Has anybody conducted an inquiry to find out? that fa 
Admiral O’Donnetu. Rothwell Brown takes responsibility for Adm 
doing it, Chief of the PEO. the La 
Mr. Harpy. Well, that is the normal practice in every setup, the Comma 
man at the top has to take responsibility for the shortcomings of all _Talse in 
his people, but we get a little bit different slant on that up her, Mr. |] 

Admiral. We usually like to know actually who did it. the app 
Mr. Meaper. You don’t know ? Adm 
Admiral O’Donnett. I personally don’t know who did it. Mr. 1 
Mr. Mraper. And no inquiry has been undertaken to find out who _—_‘from t 

did it? Adm 
Admiral O’Donnetu. Not so far as I know. I think 
Mr. Mraver. And no disciplinary action, if it was beyond the Mr. ] 

authority of the person who did it? Adm 
Admiral O’DonnELL. Not so far as I know; no, sir. | State fi 
Mr. Meaper. What was it, a million dollars involved? Mr. ] 
Mr. Reppan. Yes, sir. that th 


Mr. Meraper. Isn’t that a matter that should be of some concer Govern 
to find out who the individual was that, without authority, placed Lao Go 
us in a position where we had to cough up $1 million that we didnt | 


a 4 
intend to against the position of the Department of State. | 
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Admiral O’Donnetu. Of course, at one point here, Mr. Meader, 
the total budget was adjusted and actually the intention was that 
it be adjusted to absorb the pay raise. sn 

Mr. Maver. I know it looks like they are skirting around to cut 
out something else to make the pay raise, but still, presumably, if 
these other projects were worth doing, the million dollars should 
have been spent on them instead of on a pay raise. 

Here is something that is wholly unexpected, involving a million 
dollars of Government funds one way or the other, and some indi- 
vidual talks out of turn, and here we, to avoid embarrassment, 
adjust our program, which had previously been approved. 

Now, it seems to me that should call for some kind of an Inspector 
General’s inquiry into who did it, and perhaps, disciplinary action. 


[Portion of discussion deleted for security reasons] 


Mr. Meaper. Let me see what your testimony is, that no Inspector 
General’s inquiry has been undertaken ? 

Admiral O’DonNELL. No, sir. 

Mr. Maver. Or that there may have been one undertaken, or you 
just don’t know about it? ; 

Admiral O’Donnett. No, sir, I don’t believe one has been taken. 

Mr. Meapver. And there is no intention ? 

Admiral O°’DonneEtt. Not as far as I know. 

Mr. Harpy. Well, this is a runaway horse and we have seen this 
happen. Somebody gets off base and he costs us a flock of money, 
puts us in a compromising position and we can’t do anything but go 
ahead and live up to his commitment because we are dealing with a 
foreign government. 

Mr. Meaper. We don’t even know who it is. 

Mr. Monacan. Mr. Chairman, there is one question I have to ask, 
it may be clear, but it is not clear to me. 

Has it been established that an announcement was made by a U.S. 
employee to some individual in the Lao Government or Army? Has 
that fact been established ? 

Admiral O’Donnett. Yes, that was in the cable, that the PEO told 
the Lao Secretary of State for Defense that in the budget process, 
Commander in Chief, Pacific, had approved the budget with the pay 
raise involved. 

Mr. Monacan. And that statement was made by an individual to 
the appropriate official of the Lao Government ? 

Admiral O’DonnE.L. Secretary of State for Defense. 

Mr. Monacan. The initiative did come from our side rather than 
from the Lao, as far as any formal announcement was concerned ? 

Admiral O’Donne tu. I don’t believe it was a formal announcement, 
I think it was a passing of information; asI say, it was a passing: 

Mr. Monacan. I don’t mean in the sense of a news release—— 

Admiral O’Donneti. No, I think it was given to the Secretary of 
State for Defense. 

Mr. Harpy. Actually, to clear that up, I think what happened was 
that the PEO advised the Secretary of State for Defense of the Lao 
Government that CINCPAC had approved the raise, whereupon the 
Lao Government announced it to its troops. 





41067—59——_12 
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Mr. Monacan. That wasn’t clear to me, Mr. Chairman, 

Mr. Harpy. That, I believe, is what took place. 

Admiral O’Donnett. That is right. 

Mr. Reppan. Do you have a copy of that telegram or cable there! 

Admiral O’Donne tt. No. 

Mr. Reppan. Admiral, if any investigation had been made or any 
action had been taken against the person who released this informs. 
tion, you should know about that action, should you not? 

Admiral O’Donnett. I would know about it, I believe; yes, sir, 

Mr. Repnan. And is there any reason why the Chief of the PEO 
would not know that CINCPAC did not exercise final approval of 
these budget matters? Didn’t he know that it had to be cleared jp 
Washington ? 

Admiral O’Donnett. He should know. 

Mr. Reppan. It is no excuse that it was cleared by CINCPAC? 

Admiral O’Donnett. He should know that. 

Mr. Reppan. So that this announcement was unauthorized ? 

Admiral O’Donnett. It was unauthorized, that is correct. 

Mr. Harpy. You have a new PEO Chief in there now, haven't you! 

Admiral O’Donnetu. That is correct. , 

Mr. Harpy. What happened to this one? Ishestill there? 

Admiral O’Donne tu. No, sir; he is on his way home now. He js 
on his way home. 

Mr. Harpy. Well, I notice the explanation that was given as to 
why he took that action, but it is awfully lame in my book, and since 
I have made that statement perhaps I should give the substance of the 
explanation which is contained in a document dated January 10, 
1959, which states that Chief PEO thought that CINCPAC approval 
of the 1959 budget was tantamount to Washington approval. 

Well, if he can justify it himself in that way by rationalizing, I cant. 

Mr. Reppan. When is Mr. Brown expected back in Washington? 

Admiral O’Donneti. March 30. 

Mr. Monacan. Just one question. 

Mr. Harpy. He is not being brought back on account of this, is he, 
Admiral? 

Admiral O’Donnetu. No, sir. 

Mr. Harpy. He is being brought back because there is a new Chief, 
PEO going in there? 

Admiral O’Donnett. That is right. 

Mr. Monacan. Admiral, you have spoken of a $ * * * budget, I 
think. Is that—TI just want to be clear as to what you mean by that. 
Ts this 1 year of the total budget that we see on the chart here on 
the board ? 

Mr. Hotcomer. May I speak to that, Mr. Monagan? This is mili- 
tary assistance that you see on the chart, and has nothing to do with 
the local budget at all. This is material and services provided in kind 
by the United States under the military assistance program run by 
the Department of Defense. The * * * is 1 year’s local budget which 
is supported by economic aid called defense support, administered by 
ICA, so they are two entirely separate things. 

Mr. Monaaan. There is a discrepancy there and I just wondered 
about it. 

Thank you. 
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Mr. Harpy. Admiral, I think we ought to go ahead, but I wanted 
to raise one question. 

You compared the pay of the Lao Army with coolies. Is it a 
factual statement that the coolies over there get better pay than the 
army of Laos J alee ; 

Admiral O’Donnetu. This was the statement in the cable which 
we received, Mr. Chairman. 

Mr. Harpy. Well, that is hard for me to believe. It may be factual, 
but I think we are going to need a little more information to back 
that up. I am surprised that any of them would even join the army 
if they could earn more as coolies. 

Admiral O’Donne tL. I think the meaning actually, Mr. Chairman, 
was that the coolies pay was comparable. 

Mr. Harpy. I don’t know what it means. Maybe it is just phrase- 
ology but if that is the case, I think it may be un fortunate phraseology. 
It says the “wage paid both coolies and cooks in Vientiane area.” In 
fact, the ANL appears in the low income bracket. 

Admiral O’DonnetL. That is right. 

Mr. Harpy. Well, I have seen the time when bricklayers’ salaries 
here made mine look a little low. Is that the kind of basis that it is 
used to portray ? 

Admiral O’Donnetu. In a sense, yes, sir. We were trying to use 
the information we had available, Mr. Chairman. 

Mr. Harpy. When you talk about comparing army pay with a 
coolie, it looks to me like it is a little farfetched. Now, maybe by some 
yardstick, that is appropriate. Some people nowadays say that our 
schoolteachers are poorly paid here, and the common laborer might, 
in the United States, be getting better pay, considering his back- 
ground and his qualifications, than the schoolteacher is getting. 

Is that the kind of relationship you are trying to show? 

Admiral O’DonNELL. I believe it is; yes, sir. 

Last night, I read material from Thailand, which indicated that 
coolie pay there was $20 to $30 a month, people who hired coolies to 
work around the house were paying $20 to $30 a month. 

Mr. Harpy. They must have been working for Mission personnel. 

Admiral O’DonneLL. This is what they had to pay. 

Mr. Harpy. I just hate for us to leave what seems to me to be an 
overdrawn comparison, and I am inclined to think that most of the 
data that is submitted in support of the foreign aid program is over- 
drawn. I am not sure that the President didn’t overdraw it last night 
in his own speech. I get a little disturbed when I see this kind of 
comparison. 

This report we were talking about, this report of July 21, 1958, has 
this to say : 

The officer and senior NCO ranks are relatively highly paid in comparison 
with the armies of Vietnam and Thailand, while the lower enlisted ranks are 
comparatively poorer paid. This is an attempt to maintain an army of long-term 


veterans. In comparison with the civil economy, the soldier is fairly well paid. 


For example, a common laborer earns from 50 to 100 kip a day, and must pay for 
his own food. 


_ Now, this is a report that came from over there in July of 1958, and 
it doesn’t seem to bear out the comparisons with the coolie. 
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There is one other aspect of this pay thing I want to get a commen 
on from you. 

There is some indication that some of these soldiers are permitte 
to convert their pay into dollars at 35 to 1. 

This is the same bulletin; it says: 


Certain enlisted— 
this is item 3 on page 3 of this July 21, 1958, report: 

Certain members of the police and ANL have been given the opportunity to 
convert their kip to dollars at the 35 to 1 rate, so it can be seen that by raising 
standards, the officer and NCO grades in the ANL are relatively well paid, ~ 

Now, I don’t know what the restrictions are on that, but I want 
to point out what the possibilities are. If a man gets paid in kip 
and converts it to dollars at 35 to 1 rate, and then turns around and 
reconverts it into kip at the 100 to 1 rate, why he could get rich 
overnight. 

Admiral O’Donneti. That is no longer possible, Mr. Chairman, 

Mr. Harpy. When did that change? 

Admiral O’Donnetu. Monetary reform of October 15, and actually, 
the rate, as prescribed now, of 80 to 1, is really very close to the free 
market rate. About 2 weeks ago I had a cable which one of op 
economic missions sent from Hong Kong with the rates, and I worked 
out just in longhand arithmetic the Lao rate and it worked out to about 
83 or 84 to 1 in Hong Kong, which would indicate that the 80 to 1 js 
right. 

wir. Harpy. Mayve that is a basis to justify the increase in pay, if 
you were limiting him to 80 to 1 conversion, but if all of the Lao 
soldiers were permitted to convert their pay to dollars at 35 to 1, and 
then turned around and converted them back or used them on the 
open market at 100 to 1, they were getting paid three times as much 
as the rates show. 

Admiral O’Donnetu. This is no longer so, since the monetary r- 
form went in, as I say. 

Mr. Mraper. It was possible prior to October of 1958 ? 

Admiral O’Donnetxi. That is what 

Mr. Harpy. According to this report of July 1958. 

Mr. Meaprer. But you have no knowledge whether personnel of the 
Lao Army could convert, at the 35 to 1 rate, the dollars and then 
reconvert / 

Admiral O’Donnetu. No, sir. 

Mr. Meraper. Whether they did it or not, you have no knowledge! 

Admiral O’Donnett. I have no knowledge. This report sort of 
predates my taking this job, and I must confess I haven’t seen it, but 
it is no longer possible, and there is careful attention being paid. 

Mr. Bray. Sir, you submitted this report. This is Colonel Bing- 
ham’s report to the committee on the subject of pay raises. 

Admiral O’Donne.u. As I say, it may have been submitted from 
our files, but as I say, I am not familiar with everything in the files. 

Mr. Reppan. Have you looked into this since the last time you were 
here, Admiral ? 

Admiral O’Donneu. Yes, we have been trying—oh, yes; we have 
redone this thing. 
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Mr. Reppan. Mr. Chairman, could we request a submission on this 
to find out who authorized this conversion operation, and what parts 
of the ANL Army were extended this courtesy ? 

Mr. Harpy. Yes, I think that is important, because, Admiral, even 
with the January pay increases, the soldier who was able to make this 
conversion at the 35 to 1 rate, prior to the monetary reform, is not 

tting nearly as much in value since his pay raise as he was before. 

Maybe you have a psychological problem over there now. Are we 
going to be in a position to have to increase pay some more in order to 
seep the Army loyal and our friends in control of the government? 

Admiral O’Donnett. I hope not, sir. 

Mr. Harpy. Admiral, I interrupted you, I believe on page 3. 

[ believe you were right in the middle of page 3. 

Admiral O’DonNELL. Yes, sir. Next is question 9, with respect to 
the delay in securing a construction agreement with the Lao Govern- 
ment. We have a cable out to the field on this. We have had no re- 
sponse to it as yet, but we have so far been unable to assemble sufficient 
facts to provide the committee with a satisfactory answer to the ques- 
tion concerning the construction agreement with the RLG. 

As recently as June of last year, a report from the Programs Eval- 
uation Office states that in spite of continued U.S. efforts the RLG had 
not signed a construction agreement and we have received no informa- 
tion since then to indicate it has been signed. 

However, MAP construction has been under way. As of February 
1 of this year, MAP construction has provided warehouses at Savan- 
nakhet, Xieng Khouang, Luang Prabang, and Vientiane. Bids on 
additional warehouses at Savannakhet, Luang Prabang, Pakse, and 
Vientiane were scheduled to be let this month. Four of the five con- 
struction projects in the fiscal year 1958 MAP have been completed 
and a survey of the overall remaining construction requirements is 
underway. We have cabled the field on this question and will be 
happy to provide more detail on this to the committee staff upon 
receipt of additional information. 

Mr. Harpy. Admiral, on that, you point to what looks like some 
progress in construction. 

Admiral O’DonNELL. Yes, sir. 

Mr. Harpy. Now, we are doing that still without any agreement 
with the Lao Government, and the Lao Government is actually carry- 
ing out those contracts, isn’t it / 

Admiral O’Donnexi. Carrying out the contracts? 

Mr. Harpy. Isn’t the Lao Government executing the contracts? 

Admiral O’DonNeEtL. No, sir. 

Mr. Harpy. We are doing that ourselves? 

Admiral O’Donnetxi. The contracts are administered by a Navy 
CB officer, officer in charge of construction, who has his headquarters 
in Bangkok. 

Mr. Harpy. And they are paid out of MAP funds? 

Admiral O’Donnetx. Those are MAP funds; yes, sir. 


+ 
. 


Mr. Harpy. What does the Lao Government have to do with them ? 

Admiral O’Donnewi. We haven’t been able to find anything in our 
files about this particular agreement, except the business in the quar- 
terly reports. We have a message out to Commander in Chief, Pa- 
cific, and he is trying to get the information for us on this. 
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Mr. Harpy. Let’s just overlook the question of agreement at the 
moment; what does the Lao Government have to do with the dete. 
mination as to where construction will be, what it will consist of who 
the contractor will be, and what is a proper price, as well as any ad. 
ministration of the contract? Do they have anything to do with thos 
things? : 

Admiral O’Donnett. I am sure they have something to do with the 
location of the site; yes, sir. 

Mr. Harpy. All right, what do they have to do with selection of 
the contractor ? 

Admiral O’Donnetu. To the best of my knowledge, Mr. Chairmay 
the contract selection is made by the OICC. ' 

Mr. Harpy. Do you have any information as to how they do that! 

Admiral O’Donnetu. I am sure we do, but I don’t have it with me 

Mr. Harpy. Now, how can we get that? We have reason to be. 
lieve that some of the operations of contractors on certain jobs jn 


Laos involve some payofis. I don’t know whether these fall in that | 


category or not. But I think before we get through with this, we 


are going to find one or two people that are likely to be proper suspects 


for a grand jury. 

Now, unless we can find out how you are doing this business, hoy 
are we going to know what is going on ? 

Mr. Horcompr. I think this is a matter of finding out specific cop. 
tracts. If you have any specific ones in mind, we will be glad to 
check on them. 

Mr. Harpy. First of all, Mr. Holcombe, how is it done, that is what 
I am trying to find out ? 

Mr. Hotcomser. There is an apportionment of military assistance 
funds to the Department of Navy, which acts as the executive ageney 
for the supervision of contracts. Now, they in turn allocate the funds 
to a local officer in charge of construction, or OICC. 

Mr. Harpy. Who is he, who is he employed by ¢ 

Mr. Hoxcomer. He is employed by the U.S. Navy. Wher. 
ever it is possible, we try not to even make the allocation of funds 
until we have had an independent architect engineer survey of the 
construction program proposed in that area. It is an independent 
judgment as to what it should cost before there is any bidding. The 
amount that is apportioned or allocated to the Department of the 
Navy, in the Navy cases, the same as it applies to the Army Engineers 
in the parts of the world where they have cognizance, is determined 
by the estimate in these architecture engineer specifications. 

From there on, the military department concerned follows its nor- 
mal construction policies; that is, they get bids, where bids can hk 
gotten under their normal rules, and they contract on a negotiated 
basis where the bids cannot be gotten. 

In the case of the construction we are talking about here, they are, 
in practically every case, battalion supply depots, because units over 
there are organized in widely separated battalions. 

Mr. Harpy. What review is made of these contracts ? 

Mr. Hotcompr. What review? 

Mr. Harpy. What review is made of these contracts and what audit 
is made of them? 


Mr. | 
mal re 
They ! 
stituted 
militar 

This 
the au 
Defens 
audit a 

Mr. | 
the con 
we hav 
militar 
better 
unders 
admini 

It is 
ought t 

Cost | 
been pr 
cient pl 
formal 
ANL as 
structio! 
adminis 
overall | 
tion ass 

GAC 

Now 
statem: 

Mr. . 
comma 
agency 
was, if 

I do 
ture el 
progra 

Mr. 
cially 
(fenera 
cause | 
my kn 
inform 
before 
this in 
to the 

If tl 
being 1 

Sine 
reta 

Mi 
I wone 
partme 

Adn 


the 
er. 


ad. 
Ose 


the 
of 
lan, 


Lat ! 
me, 


Sin 


that | 


, We 
ECTS 


how 


COn- 
(| to 


vhat 
ance 


ency 
unds 


"her- 


unds 


F the | 


dent 

The 
t the 
neers 
ined 


nor: 
in be 
lated 


r are, 
over 


audit 


UNITED STATES AID OPERATIONS IN LAOS 169 


Mr. Hotcomse. The review that is made of the contracts is the nor- 
mal review prescribed for departmental contracting procedures. 
They receive the normal audit and, in addition to that, there was in- 
stituted about a year ago, a Department of Defense-wide audit of all 
military assistance funds, which is now underway. ary 

This Department of Defensewide audit is under the supervision of 
the audit policy branch of the Office of the Assistant Secretary of 
Defense, Comptroller, Mr. McNeil, using the facilities of the three 
audit agencies of the three military departments. 

Mr. Harpy. Well, I think we are going to have to take a look at all 
the contracts over there, military as well as ICA contracts. Actually, 
we have had a little more trouble finding out anything about the 
military contracts than we have the ICA ones. I think we are in 
better shape on those as far as understanding the procedures and 
understanding what has been done in connection with the award and 
administration of those contracts. 

It is an awfully loose arrangement. In this connection, maybe I 
ought to read a paragraph from the GAO report. It says: 

Cost estimates for military construction in Laos program submission have 
peen prepared without engineering data. There appears to have been insuffi- 
cient planning between elements of the country team and there has been no 
formal agreement or understanding with either the Lao Government or 
ANL as to specific responsibility and authority of each government for the con- 
struction program for the construction planning, financing, engineering, and 
administration of the program. PEO has requested construction funds without 
overall knowledge of the ANL requirements for facilities or of existing construc- 
tion assets, since such information has not been compiled. 

GAO is very general and they haven’t gotten into detail there at all. 

Now, has anybody in Defense taken any cognizance of this GAO 
statement and, if so, what has been done about it? 

Mr. Hotcomee. Well, every GAO report is sent both to the unified 
command, to the military department concerned, and to the local 
agency. In this particular case, I don’t remember what the reply 
was, if indeed we have a reply, as yet. 

I do know that in 1957 there was $ * * * allocated for architec- 
ture engineer surveys of the construction in Laos, and in our 1959 
programs we have another amount for the same purpose. 

Mr. Harpy. This is a report of October 1958. It was offi- 
cially transmitted to the Secretary of Defense by the Comptroller 
General on October 30. Now, I say it was officially transmitted be- 
cause I think I should call attention to the fact that to the best of 
my knowledge every time GAO submits one of these reports it is 
informally transmitted to the agency for its evaluation and criticism 
before it is ever formally transmitted. So it must be presumed that 
this information was submitted to Defense for its comments, prior 
to the time the GAO sent it over officially to the Secretary. 

If that is the case, then we must accept the statements in here as 
being factual and not having been, at least successfully, contradicted. 

Since that time, there has been an official transmission to the Sec- 
retary of Defense by the GAO. 

Mr. Mraper. It looks like the Admiral wants to say something. 
I wonder if he knows when it was unofficially transmitted to the De- 
partment by the GAO. 

Admiral O’Donnetx. In June 1958. 
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Mr. Meaper. What, if anything, did the Navy do to ascertaiy 
whether or not statements of the GAO were correct? Did they make 
any comments on the statements? Do you have anything? 

Admiral O’DonnetL. One of the actions taken was the allocation 
of moneys for these A. & E. surveys, to be made under the supervigign 
of the officer in charge of construction. 

Mr. Meaper. Just a minute, now. Mr. Holcombe just. testifieg 
that you had this$ * * * in the budget for architecture and engingg. 
ing studies back in 1955; was it? 

Mr. Hotcomse. 1957. 

Mr. Meaper. Which is 2 years or a year before this report. 

Admiral O’DonneELu. I believe the date of inspection was—~— 

Mr. Meaper. That wasn’t a reform you initiated as a result of the 
GAO comment. 


Admiral O’Donnett. I believe the date of inspection was actually | 


in the fall of 1957, according to my best information. 

Mr. Meaper. But in fiscal 1957 budget; am I correct? 

Mr. Hotcomse. Yes, sir. 

Mr. Meaper. Which ends June 30, 1957. If the GAO inspection 
was in the fall of 1957, you already had $ * * * allocated for archi. 
tecture and engineering studies, so the initiation of that program 
could not have been the result of GAO comments; could it? 

Mr. Hotcomer. On every one of these GAO reports we have checked 
down in detail, and I am sure we have the detail available on this, 
but neither the Admiral nor I have it immediately at our fingertips, 
We may provide it. 

Mr. Harpy. The committee would like a submission on that, since 
you don’t have this at your fingertips at the moment. But I think 
we ought to have a pretty thorough discussion in your submission 
of just exactly what has transpired in this. Obviously, the report 
must have been sent to the field. What have they done? What has 
Defense done? What results are there ? 

Mr. Meaper. Admiral, did you have something to say? 

Admiral O’Donne.t. Just a point with respect to the architecture 
and engineering report. There has been an increase in this amount 
and, of course, there has been a constant pressing to improve the 
quality of our administration, Mr. Chairman. We are improving 
the quality of the people we are putting in there, and just trying 
to bring that whole operation’ up. 

Mr. Harpy. I can appreciate the problem, Admiral, but we have 
those problems worldwide and, I don’t know, I think maybe some- 
times we just bite off more than we ought to. I am not sure that 
isn’t the situation here. I hate to see us wasting so much money in 
an effort to carry out what normally is considered to be a worthwhile 
program. 

We left off again, I believe, on 

Admiral O’DonneEtu. Question 12 would be the discussion of the 
Auto Defense Corps. 

Mr. Harpy. Yes. 

Admiral O’Donnetu. Next I would like to discuss the Auto Defense 
Corps. Before doing so I would like to state that current policy sup- 
ports the basic premises that as the Auto Defense Corps and police de 
velop, and as the political and military situations improve, the ANL 
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can be reduced. I personally cannot visualize conditions improving 
sufficiently in the near future since the Communist threat, both internal 
and external, is increasing and though Laos is small in area, be “AUse 
of the rugged terrain and poor communications, troops are required on 
the ground to detect and report Communist activity and to maintain 
order. per ae ‘ 
In addition to their military duties, the Auto Defense Corps units 
assist in village community projects in order to win and keep the good 
will and support of their village. Some of these projects may be 
undertaken in conjunction with civic action. 

The next point I should cover here 

Mr. Harpy. Let’s see if there are any questions on this one, Admiral. 

Any questions 

Mr. Reppan. Is there a unified command of the Auto Defense 
Corps? 

Admiral O’DonnEtu. To the best of my knowledge, it operates un- 
der regional military commanders, under the four regional command- 
ers of the ANL. 

Mr. Harpy. I was interested in one comment that you had on page 
4, at the bottom of page 4 there, Admiral. 

You speak of the project being approved and issued as a royal decree 
in 1957. Then you say, “By this time General Ouane had expanded 
the auto defense into other regions using funds furnished by PEO.” 

Where did PEO get its money from? Would it be from the Lao 
national budget ? 

Admiral O’DonneEtt. This should more properly be stated equip- 
ment and support from the PEO. 

Mr. Hotcomse. We have provided equipment for the Auto Defense 
Corps. Largely we provided it secondhand; in other words, we pro- 
vided newer and better equipment to the Army of Laos, so they in 
turn could turn over old things to the Auto Defense Corps. 

Mr. Harpy. Any further questions on that part? 

Mr. Reppan. Admiral, has any evaluation been made of the defense 
corps to determine Pipe as a defense, as compared to the ANL? 
How capable is it? Has any evaluation been made? 

Admiral O’Donneti. The only thing I can say here is that when 
John Heintges came back from his tour, he went out there for 40 days 
on temporary duty and then came back and talked on work and has 
gone out again to take over. He told me that the military region 
commanders, these four, paritcularly the ones in the north, seemingly 
had extremely good information on the location of principal Commu- 
nists by villages, and I assumed that this is the instrument that he 
uses, that the military region commanders use to acquire that infor- 
mation and, as explained to me, it is 

Mr, Reppan. Are they performing an intelligence function? 

Admiral O’Donnett. They are performing an intelligence func- 
tion, and also a local security function. 

Mr. Reppan. But no comparisons were made? No comparison of 
the effectiveness of this ? 

Armiral O’Donnetu. No, the army does carry out a certain number 
of formal military functions here. I mean, the matter of surveillance 
of the entry areas or the entry passage into the country from the 
Communist areas, and surveillance of some of these border areas. So 
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that this thing is, the Auto Defense Corps is not competitive With 
the RLG in any way. 


Mr. Reppan. More intelligence than it is military ? 


Admiral O’Donnetu. More intelligence and I should say interna] 
/ 


security, and also has a capability for guerilla action. 

Mr. Harpy. Any further questions? 

Go ahead then, Admiral, if you will, on the next page. 

Admiral O’Donnetut. Next will be 11, explanation of why the ANL 
should have a consistent overobligation of funds and why the United 
States should have been bound in each instance to pick up the tah 

The reasons underlying the overobligation of funds by the ANT cay 


be attributed largely to lack of technical experience existing withiy | 


the ANL and the shortage of qualified personnel within the PEO, 


As for the mechanics of meeting these overobligations, I think tha | 


ICA can provide a more satisfactory explanation than we can, 
I would like to point out that recently we have managed to provide 


the PEO with sufficient personnel to perform effectively in budget ang | 
fiscal matters. I believe there are three qualified analysts that wen | 


in there in October of this year. The Chief, PEO, has recently pp. | 


ported that he has three people assigned full time to auditing the ANIL 
books and it is our understanding that since the middle of last fj} 
the ANL has been most cooperative. 

Mr. Harpy. Any questions? 

Does that mean, Admiral, that we are not going to have these over. 
obligations in the future? 

Admiral O’Donne tt. I hope so, sir. 

Mr. Harpy. Do you have any reason to hope so, or are you just 
wishing? 

Admiral O’Donnetu. As I said before, Mr. Chairman, we are pres. 
ing as hard as we can to improve the quality of this supervisory fune- 
tion in there, and I think perhaps, as you will notice even in the over. 
obligations that are cited here, there was a material decrease in each 
year. 

Mr. Harpy. Well, I noticed that, but of course we are avoiding 
overobligation in this particular pay raise because we have agreed to 
that ahead of time. But if that should entail increases in allowances, 
if you might permit a man an extra wife, for instance, or a few mor 
children, you might run into increase in pay to the point where they 
would spend more. Aren’t we going to find ourselves committed to 
pick up the check for these anyway, unless we get a better understand- 
ing with the Lao Government ? 

Admiral O’Donnetu. Of course, it was stipulated, Mr. Chairman, 
that this pay increase would be within the budget ceiling that was 
already agreed upon. 

Mr. Harpy. Yes, but I am thinking in terms of the other things. I 
just wonder whether or not there is any practical way, so long as we 
are operating on a policy of bailing them out every time they go over- 
board, whether there is any practical way for us to discontinue that! 

Admiral O’Donnett. As Colonel Bingham points out, we are n4 
day-to-day operation now. 

Mr. Harpy. Has there been any case that you can think of wher 
they went overboard and spent more money than they were supposed 
to spend under the avreements that we had with them, that we didnt 
pick up the check for it? 
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Admiral O’DonnELL. We don’t have any record of any other in- 
stances of this available to us, Mr. Chairman. 

Mr. Harpy. So then, the way we are doing it, we have somebody 
working in there with them trying to avoid getting themselves out 
on that limb? c ; 

Admiral O’DonNELL. Yes, sir, And as I said before many times, 
we are constantly pressing to— 

Mr. Harpy. Well, that should take care of any accidental overrun, 
but if there is a willful overrun, where would we be? 

Admiral O’Donnext. ‘Then, of course, it becomes a matter of policy 

n. 
on Harpy. So we have to decide that when we get to it? 

Admiral O’DonnELL. Yes,sir, 

Mr. Harpy. Any further questions? 

Mr. Reppan. Admiral, I am not sure that I understand what you 
are saying here about the reasons underlying this overobligation. 
These funds—are you saying they are funds which they should have 
had but were not given or is this improper spending of funds which 
they did get : 

Admiral O’Donnett. It was explained to me their basic bookkeep- 
ing and fiscal practices are not such as to permit the type of analyses 
wedoin this country. 

Mr. Reppan. I am wondering just what you could have done even 
with qualified personnel in PEO, since you had no control over the 
way they spent these funds, anyhow, and if they spent a million 
dollars more than you gave them, how could qualified PEO personnel 
remedy the situation ? 

Admiral O’Donnett. Well, I can only conjecture, but I would say 
that if people are in their day-to-day operation, that they would learn 
about these things and then they would bring this thing to some re- 
sponsible person’s attention, and then unless it is a willful denial or 
a willful spending of money illegally, why then it would be corrected. 

Mr. Harpy. Well, are they doing anything toward increasing their 
own participation in the conduct of their own government? 

Admiral O’Donnetx. Actually, Mr. Chairman, this question is 
beyond my competence. 

Mr. Reppan. Admiral, was there any warning or any comment made 
by the United States to the Lao Government because of this over- 
obligating or overspending of funds? In other words, did we warn 
them not to do it again, or what ? 

Admiral O’Donnexu. I have no record of any such warning, but I 
think it is safe to assume that it was made. 

Mr. Reppan. Why do you assume that, Admiral ? 

Admiral O’DonnELL. Well, because this would be a normal reaction 
of most responsible officials. 

Mr. Reppan. But you know of none? 

Admiral O’Donnett. No, I don’t know of any, no, sir. 

Mr. Harpy. All right, let’s go ahead, Admiral. 

Admiral O’Donnetu. The next question I should like to discuss is 
question 10, discussion of control devices used to insure effective utili- 
zation of U.S. aid provided the ANL, including, but not limited to 
end-use inspection, establish and verification of T/O & E’s and actual 
inspection of troops and installations. 
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_ The chief contro] devices used by the PEO to insure effective utili 
tion of equipment furnished the ANL have been and continue to he 
contact with the command echelon of the ANL in Vientiane fie] 
inspections and the deployment of technical mobile trainin ie 
from the United States. ae 

The effectiveness of these measures has not. been satisfacto 
past due to such limiting factors as deficiencies in both qua 
quality of PEO personnel, limitations in the early days of PRO 
placed on the travel of PEO representatives outside Vientiane diff 
culties in getting from place to place within Laos, and the fighting 
in the two northern provinces, all of which were further complicated 


ry in the 
ntity and 


by the presence of the French with their prerogatives enjoyed under | 


the Geneva Accords. This situation has improved greatly during the 
past few months. ; 

At present, as part of the normal MAP programing procedures 
the PEO submits what is essentially a rudimentary T/O & E for each 


unit in the ANL. In addition, the PEO is currently assisting the | 


ANL in the preparation of detailed T/O & E’s. 

Mr. Harpy. Any questions on this one? 

Mr. Reppan. No. 

Mr. Harpy. All right, Admiral, go ahead. 

Admiral O’Donnetu. Then with respect to the assumptions by ANI, 
of police functions, I suggest that the question asked by the con. 
mittee staff would more accurately reflect the situation if it wor 
reversed and inquired as to the necessity for transferring some ANL 
functions to the police. I say this because the ANIL antedates the 
police. The police were organized in April 1955. I do not want to 
imply that the ANL is not involved in police and other nonmilitary 
activities because it is and very much so. As a matter of practical 
necessity, the ANL has the following five major missions: 

1. Defense against external aggression. 

2. Internal security to include many police functions. 
3. Civic action. 

4. Disaster relief. 

5. Public works. 

As the police and other civil agencies become able to function effec- 
tively, the ANL will be relieved of its current nonmilitary tasks and 
will be able to devote more effort to such important military activities 
as patrolling the long undefined and difficult frontiers of Red China 
and North Vietnam. As the military capabilities of the Chinese Com- 
munists and the Viet Minh increase, the requirements placed upon the 
ANL for maintaining surveillance of the border will be correspond- 
ingly more demanding. 

Mr. Harpy. Any questions? 

Mr. Reppan. I have just one question on this table of organization. 

Admiral, at the top of page 7 you state: 

At present, as part of the normal MAP programing procedures, the PEO 
submits what is essentially a rudimentary T/O & E for each unit in the ANL. 

Now, how long have they been doing it ? 

Mr. Horcomer. The procedure has been in effect now for 3 years. 
The first set we got in for most countries in the Pacific area wer 
so bad we had to do them over the next year. The ones we have nov, 
therefore, are substantially 2 years old. 
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They have, for each unit to which we provide military assistance, 
each of the major items, we have a list of what we call major items, 
about 800 major items of equipment which are eligible for military 
assistance. ‘These have been reviewed here. 

I happen to have looked at the ones from Laos the other day and 
saw the horses and harnesses were all cut out. Some other changes 
were made to indicate kinds of aids that we would not provide, It 
ig our intention to further analyze these as manpower and travel 
permit, so that we do have good T/O & E’s of the 800 major items 
under which we principally control our military assistance. Minor 
items generally fall as ancillary in certain proportions and percent- 
ages of major items, ge 

Mr. Reppan. You are not referring just to Laos now ? 

Mr. Hotcomee. I am referring generally to all countries, but I did 
look at the Laos T/O & E’s a week or two ago in preparation for this 
hearing, to assure myself that they exist for Laos and they had 
been screened. 

Mr. Reppan. To what extent do you think they are valid tables? 

Mr. Horcompe. This is a matter of military judgment, Mr. Red- 
dan, on which I am not qualified to pass. But I did assure myself 
that they had been reviewed and cut down by the responsible military 
authorities. They do not provide very much equipment, and they 
do not appear to provide any heavy military equipment. It is mostly 
light weapons and light vehicles. 

Mr. Reppan. On that point, in the June 1958 PEO quarterly 
report on page 12, to which reference has been made, it is stated that 
although the PEO has been in Laos for almost 3 years, troop 
T/O & E’s are still in the course of establishment and that program- 
ing has been on the basis of admittedly sketchy ANL listing of unit 
strengths and equipment needs. 

And on that same point, in the military assistance program 
review by the GAO, which was transmitted to the Congress October 
30, 1958, that also has been referred to; it is stated on page 11 that 
there are no valid tables of organization and equipment for the 
ANL forces. The report also states that PEO has initiated a study 
of the ANL requirements with the objective of developing valid 
T/O & E’s, but at the date of GAO’s review PEO had not reached 
an understanding with the representatives of the Lao Govern- 
ment on the size of the forces necessary for the country. GAO com- 
ments further that until valid T/O & E’s have been developed, the 
type and quantity of equipment which will be required cannot be 
determined. 

Mr. Harpy. Now, I think we should be certain that we are all 
talking about the same thing? I don’t understand from GAO’s com- 
ments that the meaning of the word “valid” necessarily is an indication 
of the items of equipment which are desirable or would be useful 
over there. But as I get this now, the “valid” means that the tables 
are merely a listing of equipment; it doesn’t refer to what they 
actually have or what is being sent. 

Mr. Reppan. Or their needs. 

Mr. Hotcomer. That is correct. But a T/O & E ordinarily does 
not have any asset data on it. However, T/O & E in the usage by 
the U.S. Army is a much more complicated document, It has a great 
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deal of personnel detail, for example, the number of people j 
military specialty, each grade and so forth. sae 
The documents I am talking about are infinitely more rudiment 
than that. They are simply a listing for each unit of the kind a 
equipment that we furnish under MAP. < 
Mr. Harpy. That, I think, is the point. Now, to be valid th 
should be a listing of the equipment that is actually furnished . 
necessarily the quantities. Maybe I am misinterpreting what te 
been paraphrased from the GAO report and also from this PR 

report, but I got the impression there was simply a listing of ite 
which somebody thinks are desirable, but which does not necessary 
reflect the type of equipment that is actually being sent. a 

Mr. Hoxcomeer. The reason I did some special research on this 
Mr. Chairman, was because we are not sending any of this equipment. 
anyhow. As I showed you in the distribution of our military agsig’ 
ance, practically all of our military assistance has been to equi 
depots so that they can better handle the equipment they already have 
and training centers so they can teach people how to use the equip: 
ment they already have. The equipment the units got was largely 
from the Indochina program. on 

Mr. Harpy. Then the question of validity of these things, insofap 
as the tables reflect what is being sent, if that is what we mean by 
that, then they are valid, I take it? ; 

Mr. Hotcompr. A table is for the requirement. The filling of the 
requirement is another matter. We want to get better tables of 
equipment so that they can maintain the equipment they have, We 
know what additional they need. 

Mr. Harpy. If we are going to keep on sending them what we have 
left over, regardless of whether that is what they need, it won't do 
very much good to have these tables built up around what they ought 
to have. 

Mr. Hotcomse. The equipment that we transferred under the Indo- 
china program was equipment which had been already in the program 
by 1955 and earlier. Most of it was equipment which was already in 
the hands of Lao forces furnished to them by the French, basically 
from our military assistance program. 

Mr. Harpy. Actually, there has been very little if anything supplied 
in the way of equipment since that batch of stuff. 

Mr. Hotcomer. That is right. And we recognize that we still need 
better T/O’s than these, but it is not our major and most pressing 
problem at the moment. 

Mr. Reppan. Mr. Holcombe, don’t you need a table of organization 
which actually reflects the true character and the strength of the army 
in order to determine what equipment is needed ? 

Mr. Hotcomee. The format that I referred to had for each unit the 
authorized or wartime strength and the actual strength and the mis 
sion of the unit. Now, I did notice on these things that the actual 
strength was frequently a question mark, because it has been changing 
so much in this volunteer army that it was hard to keep up with it 
In both their personnel accounting and their property accounting 
planning and programing they still lack a lot of what we would like 
to see, but they are making some progress and we do have at leasts 
rudimentary form of all of these things that we are asking for, both 
personnel and property accounting. 
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Mr. Reppan. Do you have any other comments, Mr. Holcombe, you 
would like to make on this finding of the GAO report that I have just 
read on the lack of the valid table of organization and equipment ? 

Mr. Hotcomse. The gentlemen here on my left are the experts. I 
would like to say before turning it over to them, that my comment is 
that in many of these cases, as in this case, it is true that they do not 
have as good T/O & K’s as we would like to see, but this has not caused 
ys to Ship equipment 1n absence of these T/O & E’s, nor does it pro- 

erly take into account the status of these people in terms of their 
ability to do military programing and military planning. 

Mr. Bray. It goes not only to equipment, but to pay and allowances? 

Mr. Horcomer. The ranks in the table of organization and equip- 
ment, of course, would establish 

Mr. Bray. And the number of people? 

Mr. Hotcomse. The number of people is stated in the format we 
have, but not by rank, grade, military specialty, and so forth. 

Mr. Reppan. Do you want to address yourself to that, Admiral? 

Admiral O’Donne tL. I talked to John Heintges about this before 
he left and this was something he was going to address himself to 
with great energy to get after these things. In his preliminary in- 
spection, which lasted about 35 days, he did point out that the or- 
ganization there of the Army is not as elementary as he had been led 
to believe before he went out there, that they were in a sense sort 
of ragtime looking, but there was military discipline, and that there 
was a command channel, and that the regional commanders and that 
the battalion commanders in responsible areas knew what was going 
on. But he did say that he was going, that this was one of his first 
orders of business, to try to get this. So that, you might say, the 
paperwork reflected the quality of the people. 

Mr. Reppan. Mr. Shuff in his testimony referred several times 
to the Heintges plan. 

Can you tell us what is the Heintges plan? 

Admiral O’Donneti. Yes. This is pretty highly classified. Would 
you like it on the record ? 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. On the record. 

Mr. Harpy. Admiral, thank you very much. We thank you and 
Mr. Holcombe. 

Now, we have requested several things in the way of clarification 
which are missing today. I think if we can get those, we can complete 
our picture as far as the military side is concerned. We are very 
grateful to you. : 

The subcommittee is adjourned, to reconvene at 2 o’clock tomorrow. 

(Thereupon, at 5 p.m., the subcommittee was adjourned, to re- 
convene at 2 p.m., Wednesday, March 18, 1959.) 
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WEDNESDAY, MARCH 18, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:30 p.m., in 
room 304, Old House Office Building, Hon, Porter Hardy, Jr. (chair- 
man of the subcommittee) presiding. 

Members present: Porter Hardy, Jr., Henry S. Reuss, Mrs. Eliza- 
beth Kee, John S. Monagan, George Meader. and Robert P. Griffin. 

Also present: John T. M. Re .ddan, chief counsel: Richard P. Bray, 
Jr..counsel ; Miles Q. Romney, counsel ; Walton Woods, staff investiga- 
tor; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Reuss, Mrs. Kee, and 
myself, constituting a quorum under the subcommittee rules. 

This afternoon we are continuing with the study of the foreign aid 
operations in Laos. Last Thursday we heard from Secret: ary Dillon 
and other members of the State Department. Today I am p: urticul: arly 
glad to have one of my fellow Virginians here, Mr. Walter Robertson, 
along with Mr. Parsons, who will help us, I hope, to catch up on 
some of the gaps that we were not able to fill last Thursday. 

I want to continue into some discussion of our foreign policy 
objectives in Laos, the Geneva agreements, and their effect on Laos 
and on American activities in Laos. 

The circumstances concerning the determination to accept an ex- 
change rate of 35 to 1 we need to talk about a little, and the area 
of the State Department’s responsibility in the approval of annual 
country programs. 

We also want to go into certain aspects of the project known as 
Operation Booster Shot, which we have heard so much about. While 
this was not a USOM operation as such, it is pretty closely tied in 
with ICA’s activities. 

There is one other aspect that I want particularly to have you 
two gentlemen get together on. Maybe I misread the hearings of 
list year, but there are one or two spots where there seems to be a 
rasonable basis to conclude that the testimony given by Secretary 
Robertson before a Senate committee is not entirely consistent with 
the testimony given by Mr. Parsons before a House committee. 
Maybe we don’t understand it just the way it was intended, but 
that will probably be one of the last things that we want to explore, 
if we have time to do it. 
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Let the record show also the presence of Mr. Meader and Mp | 
Griffin. A 

Mr. Secretary, do you have a prepared statement ? 

Mr. Rozertson. I have a short statement I would like to make. 

Mr. Harpy. That will be fine. 


STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT SEcpp. 
TARY OF STATE FOR FAR EASTERN AFFAIRS; ACCOMPANIED py 
HON. JAMES GRAHAM PARSONS, DEPUTY ASSISTANT SECRETARY | 
OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Rosertson. Thank you, Mr. Chairman and members of the sub. 
committee. 

I welcome the opportunity to appear before this subcommittee tp 
discuss the policy aspects of our mutual security program in Laos, Jy 
my opinion, the prospects for that country have clearly improved iy 
the past year and our policy objectives have been furthered.  Thes 
favorable developments are the result of a considerable effort on the 
part of the patriotic leaders of Laos, an effort that could not have 
been attempted with any chance of success without the material sup. 
port of our mutual security program. 

Our policy objectives in relation to Laos have been and are to assis 
the Lao: 

(1) In keeping the Communists from taking over Laos; 

(2) In strengthening their association with the free world; and 

(3) In developing and maintaining a stable and independent gov. 
ernment willing and able to resist Communist aggression or sub- 
version. 

The major instrument in the execution of our policy is the mutual 
security program. Despite the many complicated problems whieh 
developed in the administration of this program, I believe a frank 
appraisal of the record of the past year shows that it has been effective | 
in furthering our objectives. 

The degree of progress which has been made toward keeping the 
Communist from taking over Laos may be measured by the degree to 
which Communist potential in this direction diminished in the past 
year. The Government placed in office on August 18, 1958, by a freely 
elected national assembly including opposition elements, excluded the| 
two Communist ministers. who had been admitted by the political 
agreement of late 1957. It based itself on the broadest coalition of 
patriotic elements practicable at the time. After assuming office it 
successfully took the considerable political risk of eliminating the u- 
realistic exchange rate. By establishing a realistic rate of exchange, 
the new Government removed a principal source of abuse which wis 
threatening the realization of our objectives. It further attacked the 
same problem by dismissing certain key officials and retiring or tras | 
ferring others. 

No one familiar with the situation will underestimate the determin 
tion or the resourcefulness of the Communists, who still have the dom: 

nation of Laos as their goal. However, by all reports the prestigs | 
morale, and effectiveness of the Communist Neo Lao Hak Xat haved: 
minished noticeably while the prestige, morale, and effectiveness 0 
the non-Communists in Laos have increased. As public opinion | 
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Laos has become more aware of the alien orientation of the Neo Lao 
Hak Xat, the Communist chances of taking over Laos by either 
olitical means or subversion have diminished. ae 

As to progress toward strengthening Laos’ association with the 
free world, the record again speaks for itself. Small, neutral, non- 
provocative Laos bordering the two powerful Communist-dominated 
states of Asia has maintained and reasserted its association with the 
free world. It has declined to accept aid offers from the Communist 
bloc or to establish diplomatic relations with members of the bloc. 
Despite its sensitive geographical location, it has declined to recog- 
nize the Communist regime in mainland China. In international 
bodies including the United Nations it has, as a general policy, asso- 
ciated itself with the free world. 

Progress toward development of a stable, independent government 
willing and able to resist Communist aggression or subversion may be 
measured, I believe, by the action of the Royal Lao Government since 
August 18, 1958. Toward the end of 1958 there were frequent rumors 
that the government in Vientiane would resort to extralegal or uncon- 
stitutional measures in order to cope with its many problems. The 
fact that by January 14, 1959, the government was able to obtain full 
powers through parliamentary procedures is a gratifying indication 
of its growing strength. Without our active support and the aid 
received under the mutual security program such progress would not 
have been possible. 

In spite of what has been accomplished, however, many problems 
still remain due to the very nature of the peculiar conditions existing 
in Laos. I wish to stress that (1) our mutual security program has 
been vital to the survival of this small nation threatened by the forces 
of international communism, and (2) our aid and support must con- 
tinue if Laos is to remain free. 

Thank you, Mr. Chairman. 

Mr. Harpy. Mrs. Kee, do you have any questions? 

Mrs. Ker. Not at this time, Mr. Chairman. 

Mr. Harpy. Mr. Reuss ? 

Mr. Reuss. Just one or two, Mr. Chairman. 

Mr, Secretary, on the last page of your statement there is contained 
the date “January 14, 1959.” Can you explain the significance of 
that ? 

Mr. Rozertson. That was the day on which they established a 
government which was granted powers to continue. They were given 
full powers to conduct the Government and affairs of the Government 
for a year. 

Mr. Reuss. And the language in your statement right before that 
about the possibility of “resort to extralegal or unconstitutional 
measures” relates to that action of January 14, 1959, in getting these 
powers, I take it, to suspend the legislature for a year, which powers 
were obtained by constitutional means? 

Mr. Rozerrson. There was a good deal of talk about a military 
coup to take over the Government at one time and many fears were 
expressed that an attempt might be made. But, as a matter of fact, 
this Government obtained its powers by parliamentary procedures and 
with no resort to a coup—as happened, for instance, In Burma and in 


Thailand. In both of those countries the Governments were taken 
over by military coups. 
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Mr. Reuss. The elections of August 18, 1958 were, in your opinion 
and in the opinion of your people on the spot, reasonably free and yp. 
corrupted ? 

Mr. Ropertson. Yes, we think they were. It was in May. 

Mr. Harpy. It was in May, and the Government took office jy 
August ? 

Mr. Ropertson. Yes. 

Mr. Harpy. I would like to say that I certainly agree with your 
analysis as set forth in this paper of what we should try to do in coup. 
tries which haven’t had much experience with democracy. I am 
awfully glad that at the moment at least it seems to be working in 
at least one —— 

Mr. Rozertson. Weare very gratified, too. | 

Mr. Harpy. Do you have any questions, Mr. Griffin ? 

Mr. Grirrin. None, Mr. Chairman. 

Mr. Harpy. In connection with the points just raised by Mr. Reuss, 
actually what happened on January 14 was essentially a delegation 
of power to the executives, so to speak, by the Parliament; is that 
right ? 

Mr. Ropertson. Yes, sir. 

Mr. Harpy. So that there was in effect created what might amount 
to a dictatorship for a period of a year; is that right? 

Mr. Rosertson. A very similar thing happened there that happened 
in France. 

Mr. Harpy. Of course, in France they came up with a new constitu- 
tion. I don’t know whether De Gaulle has powers comparable to those 
which the Lao Government has now or not. In any event, what we 
have is in effect a suspension of democracy in Laos, is it not? 

Mr. Roserrson. But powers were delegated to this government. 

Mr. Harpy. But we are doing the same thing here all the time. We 
are delegating powers to the President. 

Mr. Rozerrson. In times of crisis we do delegate powers. 

Mr. Harpy. They may have had a legitimate crisis in Laos, but we 
haven’t always had them here when we have delegated them. 

The other aspect of this that I want to touch on is this: There was 
an evaluation, shortly after the election in Laos, in which there was an 

indication that the army had played a pretty substantial part in the 
election and would probably continue to be a strong political force in 
the future. Is it a reasonable assumption that this accomplishment 
on January 14 may have been affected somewhat by the provision of 
the army ? 

Mr. Ropertson. I think it is possible, Mr. Chairman. I was think- 
ing, while you were talking, the army is probably the most important 
force in the country in combating Communism. The army there, as 
in most of the Asian countries is oriented to the free world rather 
than to the Communist world. And in this little country of Laos, the 
army is one of the principal administrative arms of the Government. 

Mr. Harpy. But is it not a fact that wherever the army becomes 
dominant power in the political arena, it likely presages a military 
dictatorship ? 

Mr. Rosertson. I am not qualified to say whether that has always 
been so or not, but I do say that I think that in Laos, as well as m 
Indonesia, in Burma and in Thailand, the military forces represent the 
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most effective forces in the country in combating the takeover of those 
countries by the Communists. And surely when they are taken over 
by the Communists there is no dictatorship that can begin to match 
dit dictatorship. 

Mr. Harpy. But if you get Communist control, or if you should 
get an improper leadership at the top, you have a pretty serious situa- 
tion if the army takes over the functions which are normally expected 
of civilians in a democracy. 

Mr. Rozertson. I think we must keep in mind the difficulty of ap- 
plying our standards of democracy to these little countries that have 
only had their independence for a few years. 

Mr. Harpy. Of course, you know and I know that we have been 
going through some of the same situations in Latin America for a 
long, long time. It is the strength of the military forces down there 
that usually determines who will be the president, even if you call it 
a democracy. 

Mr. Ropertson. Mr. Chairman, this isn’t an abstract difficulty ; it 
is a very real one. These peoples are largely illiterate. Eight out 
of the eleven of the countries in the Far East have achieved their 
independence since 1945; these people since 1955. They had no civil 
services, no technicians, no administrators, no experience, and they 
suddenly had put upon them all the problems of running an inde- 
pendent country. It is perfectly true that in many of them the 
processes of democracy have broken down because of their large 
illiterate masses. 

The Communists come in and exploit them very successfully—make 
them think they are poor and illiterate because they have been ex- 
ploited by the Western countries. Their standard of living and their 
lot is so miserable that almost any kind of a change might seem de- 
sirable to them. ‘The Communists are very quick to exploit this 
situation. It is one of the very real problems we have in the area 
everywhere. 

Mr. Harpy. It is disturbing to me if, in this kind of a situation, 
the army, which is depending entirely on us for its support, has become 
the key political factor in that country. The ANL is now an im- 
portant political factor which will have to be reckoned with by all 
politicians. 

Under the present situation, do we have the same Prime Minister 
that we had prior to the expulsion of the two Communists from the 
cabinet ? 

Mr. Rosertrson. No. Souvanna Phouma was the Prime Minister 
when the Communists had two ministers in the Cabinet; the Prime 
Minister now is a man named Phoui Sananikone. 

Mr. Harpy. So he doesn’t have a brother who is a leader in the 
Communist movement ? 

Mr. Rogertson. Oh, no. The former Prime Minister’s half brother 
was negotiator for the Communists, who negotiated the coalition 
government. 

Mr. Harpy. We developed some of that the other day. 

Mr. Reppan. Didn’t he also become Minister of Plans? 

Mr. Rosertson. Yes. He became the Minister of Planning in the 
coalition government, the man who negotiated for the Communists. 


Mr. Harpy. Go ahead. 
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Mr. Rosertson. Mr. Chairman, if I may, speaking about this ques. 
tion of democracy in these countries, I would like to remind ourselyeg 
that when we formed our own government we probably had one of the 
most politically literate people that has ever existed in this country 
And, even so, we didn’t form a democracy, we formed a republic. 
There was no such thing as voting just because you had lived for 9 
years. There were qualifications for voting in every one of 13 States 
We didn’t elect the President by popular vote. Even I can remember 
when be began to elect the Senators by popular vote. So we set up a 
republic here because we were fearful of just what a pure democracy 
might lead to. 

If we, with out highly literate political people, put certain limita. 
tions upon the powers of the individual, it is not very surprising to me 
that in a situation there, where they have nothing even remotely com. 
parable to what we started with, that situations do develop where 
powers that are seeking law and order and trying to preserve the jp. 
dependence of the country have to take measures which ordinarily 
they wouldn’t take. 

Mr. Harpy. Certainly I don’t want anything I have said to imply 
that I have suggested that we ought to insist on pure democracy in 4 
country like Laos. In fact, sometimes I am inclined to believe that 
perhaps here our qualifications for voting are too lax. Perhaps even 
In our own country there is an inclination in that direction which I 
don’t think necessarily leads us to the best government. Certainly it 
would not be expected that the people of Laos have reached a point 
of political responsibility where they could exercise a degree of self. 
government which we consider ourselves capable of doing here. 

But when the army becomes a dominant factor, and when we have 
a comparison that was made here yesterday, I am not sure that the 
status of the army is much better than that of the rank and file of peo- 
ple insofar as political responsibility with respect to self-government 
is concerned. 

Just. yesterday I believe Admiral O’Donnel in his prepared state- 
ment made a comparison of the coolie with the privates in the army, 
the enlisted personnel, not directly but to indicate that comparatively 
their pay scales were not any better than that of the coolie. Mayle 
their degree of political competence isn’t much better either. If that 
is the case, we are leaning on a weak reed. 

Mr. Rorertson. I think we are leaning on the best reed we have and 
we have to deal with that situation as it is, not as we would like to 
have it. 

Mr. Harpy. All of this leads me to one question, whether we are 
going to be permanently the fairy godfather of a government in Laos 

Mr. Rorerrson. I don’t think that is what we are doing now, Mr. 
Chairman. We are trying to keep Laos in the free world. If you 
will look at the map 

Mr. Harpy. Ihave. T have studied it very carefully. 

Mr. Rorrrtson. I am sure you have. I say, when you look at the 
map you will see that Laos is a finger thrust right down into the heart 
of Southeast Asia. And Southeast Asia is one of the prime obiectives 
of the international Communists in Asia because it is rich in raw 
materials and has excess food. Tf they can add Southesst Asia with 
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the industrial capacity of Japan—and they are working terribly hard, 
without ceasing, to get Japan—we will really have to pull up stakes 
and come home, because the battle will be lost. 

We are not in Laos to bea fairy godfather to Laos; we are in there 
for one sole reason, and that is to try to keep this little country from 
being taken over by the ( ommunists, 

Mr. Monacan. ‘That is a defensive matter. 

Mr. Rosertson. It is a part of the effort we are making for the col- 
lective security of the free world. Every time you lose a country, 
every time you give up to them, they become correspondingly stronger 
and the free world becomes weaker, 

This isn’t only happening in this little country of Laos, it is happen- 
ing all over the world, everywhere. We are engaged in a struggle 
for the survival of what we call a free civilization. 'The Communists 

robe first in Europe, then in the Middle East, in Africa, Taiwan, in 

aos—wherever they think they can find a soft spot. They are always 
probing trying to find it, because this is an expansionist movement 
and they are dedicated to taking over the world. 

Mr. Harpy. Certainly I think anyone realizes that this is the 
fundamental of the whole Communist philosophy. Otherwise, we 
wouldn’t have done a lot of things that we have to try to safeguard 
our own way of life, all of which seems to me brings into sharper 
focus the necessity for trying to make the very most we can out of 
what we are spending and not spread ourselves so thin and provide 
so much latitude for misuse of funds that we may cause our own 
undoing. ; 

Mr. Parsons, you didn’t have a prepared statement, I take it ? 

Mr. Parsons. Yes,I do. It isa classified statement. 

Mr. Harpy. This is a classified session. 

In that connection, we normally have had some discussion of the 
biographical background of the representatives who have appeared 
before the committee. In order to save time, if it is agreeable with the 
members of the committee, we have brief biographical sketches of 
both Secretary Robertson and Mr. Parsons, and we will insert them 
inthe record rather than read them. 

With that understanding, Mr. Parsons, suppose you go ahead with 
your statement. 

(The biographic sketches referred to follow :) 


WaLTer S. Rospertson, ASSISTANT SECRETARY FOR FAR EASTERN AFFAIRS 


Born in Virginia, December 7, 1893: Coll. of William and Mary 1910-11; 
Davidson Coli. 1911-12; U.S. Army 1917-18, 2d Lt.; v. pres. of bank 1922-25; 
partner, investment firm, 1925-53; chief, U.S. Lend-Lease Mission to Australia, 
143; special rep., For Econ. Admin. Mission to Austrialia, 1943-44; app. econ. 
adviser in the For. Ser. Auxiliary and assigned to Dept. Mar. 1, 1945; econ. 
counselor with personal rank of minister at Chungking Apr. 6, 1945; U.S. commr., 
Peiping Exec. Headquarters (Marshall Truce Comm.), 1946; app. asst. sec. 
of state for Far Fastern affairs Mar. 27, 1953: married. 


JAMES GRAHAM PARSONS, Deputy ASSISTANT SECRETARY FOR FAR EASTERN 
AFFAIRS 
Born, New York, October 28, 1907; Yale U., B.A. 1929; N.Y.U. Grad. Sch. of 


Business Admin. 1931-32; security analyst 1931-82; sec. to Am. emb. to Japan 
1982-36; app. FSO unclass., v.c. of career, to sec. in Diplo. Ser. Nov. 16, 1936; 
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v.c. at Habana Nov. 23, 1936; For. Ser. Sch. Jan. 19, 1938; v.c. at Mukden 


Jul 
1938; v.c. and 3d sec. at Ottawa June 27, 1940; FSO-8 May 1, 1941; to Dege 


Dec. 1, 1942; FSO-7 July 16, 1943; asst. chief, Div. of Brit. Commonwealth 
Affairs, Feb. 28, 1945; FSO-5 May 16, 1945; FSO-4 Nov. 13, 1946; Dept, o 
State mem. and sec. of U.S. section, Permanent Jt. Board on Defense, U.S.-Cang. 
da, 1946-47 ; 2d se. and v.c. at Rome Feb. 7, 1947; FSO at Vatican City May 12 
1947; FSO-3 and cons. May 15, 1947; Ist sec. and cons. at New Delhi July 97 
1948; also at Nepal Nov. 29, 1948; to Dept. May 31, 1950 ; detailed to Nat. War 
Coll. Aug. 28, 1950; FSO-2 May 28, 1950; dep. cir., Office of European Regional 
Affairs, July 16, 1951 ; FSO-1 Feb. 21, 1952; act. dir., Office of European Regional 
Affairs, May 19, 1952; couns. of emb. at Tokyo July 18, 1953; with persona) 
rank of minister Sept. 25, 54; A.E.P. to Laos May 29, 56; dept. asst. gee. of 
state for Far. E. aff. Mar 7, 58; CM Apr. 22, 58; married. 

Mr. Parsons. Mr. Chairman, my statement relates to the villa, 
aid program. I understand you wish to hear from me on that par. 
ticular subject. 

Mr. Harpy. If that is the subject of your statement, suppose we 
defer it momentarily until we get to that point. 

Mr. Reddan, will you go ahead ? 

Mr. Reppan. Mr. Robertson, when Secretary Dillon was here last 
week we went into some of these questions and at that time he sug- 
gested that perhaps either you or Mr. Parsons could be more respon: 
Bive. 

[A detailed discussion of U.S. foreign policy with relation to 
Laos ensued, which has been deleted for security reasons. | 

Mr. Rosertson. During the time of these abuses under the admin- 
istration of the ICA program—Mr. Parsons was Ambassador there 
then and made a manful fight to correct them—things got so bad at 
one time that we thought we would just have to pull out. 

We took the flat position that if they didn’t initiate monetary 
reform we couldn’t continue to put in American dollars at a rate 
of 35 kip to the dollar. 

Mr. Reppan. Could you date that ? 

Mr. Rosertrson. Yes. This was in December 1957, the month after 
coalition. We agreed to make payment but on agreement that the 
funds were subject to the new monetary rate when it was determined, 
Then, on February 1, we began to put the funds in escrow so they 
couldn’t be used until they initiated monetary reform. 

Mr. Reppan. February 1957 or 1958? 

Mr. Rosertson. February 1958, 

Then on July 1 we ceased aid altogether. We just didn’t make 
any more payments. We said we were not going to make any more 
until we could get a monetary reform which would enable our dol- 
lars to go into Laos at a rate which would enable them to do the 
things which they were designed to do. 

Then finally in October they agreed to monetary reform, and 
things began to come back from that time on. 

Mr. Reppan. What was the effect of placing the funds for the mili- 
tary in escrow ? 

Mr. Rozertson. The effect was that they could not use the funds. 

Mr. Reppan. Did that have any effect on the elections in May of 
that year? 

Mr. Roszertson. They could use the funds—correct me if I am 
wrong—at the official rate, but would have to make an agreement 
that they were subject to whatever new exchange rate was agreed 
upon. 





Let } 
is a litt 
Mr. I 
of the f 
our star 
Mr. |] 
the dol! 
pounder 
until m 
additior 
the diff 
the nev 
effect o 
army Ct 
put in € 
Mr. |] 
aresult 
Mr. I 
times V 
escrow |] 
Mr. | 
cedure ? 
Mr. I 
Mr. ] 
insofar 
affect ? 
Mr. | 
was, be: 
been M: 
whatevi 
ning at 
for the 
additiot 
kip per 
this arr 
devalua 
Mr. ] 
drew 35 
Mr. F 
Mr. I 
ference 
would t 
Mr. I 
Mr. ] 
army ? 
Mr. | 
budget, 
Mr. I 
than 35 
Mr. | 
moneta: 
those d 
been ab 


ment w 


st 
o- 


n- 


ter 
the 


hey 


© 


ake 
ore 
Jol- 
the 
and 
nili- 
nds, 


y of 


nent 


UNITED STATES AID OPERATIONS IN LAOS 187 


Let Mr. Parsons speak on this, because he was there. My memory 
ig a little vague on this point. ey ; 

Mr. Reppan. Mr. Parsons, what I want to get at is did this placing 
of the funds in escrow have an adverse effect upon the elections, from 
ourstandpoint, in May of 1958? | 

Mr. Parsons. Not in my opinion, because the army was paid from 
the dollar funds that were transferred. But those dollars were im- 
pounded in escrow, tied to an agreement that they could not be used 
yntil monetary reform had been achieved, and then at that time an 
additional amount of local currency would be generated to make up 
the difference between the old rate of 35 kip to the dollar and whatever 
the new rate would be. But so far as the effect on the army or the 
effect on the elections, in my opinion there weren’t any because the 
army continued to be paid from the proceeds of dollars which were 
put jn escrow. rk Sea ; : 

Mr. Reppan. Wasn't there any dissatisfaction among the army as 
aresult of withholding pay during that period ? 

Mr. Parsons. There has been dissatisfaction in the army at various 
times when pay was held up. But pay was not held up once this 
escrow procedure was started. 

Mr. Reppan. There was no holdup because of the escrow pro- 
cedure ? 

Mr. Parsons. No. 

Mr. Harpy. Then putting funds in escrow didn’t have any effect 
insofar as the pay of the army was concerned. What else did it 
affect ? 

Mr. Parsons. Mr. Chairman, the great value of this arrangement 
was, beginning in February—if that was the date—and it may have 
been March—the dollars that we transferred would in the end net us 
whatever the number of kip would result from devaluation. Begin- 
ning at the time we put the dollars in escrow, we got not only 35 kip 
for them right away but we got the promise that we would get the 
additional number of kip—which turned out to be an additional 45 
kip per dollar—to make up the present rate of 80 to 1. So already by 
this arrangement back in February or March we were assured of the 
devaluation rate in the long run. 

Mr. Harpy. So the effect of this escrow arrangement was that you 
drew 35 kip to the dollar immediately ? 

Mr. Parsons. At the time, yes. 

Mr. Harpy. And had an agreement that you would be paid the dif- 
ference whenever the agreement was reached, whatever the amount 
would be ? 

Mr. Parsons. That is what it amounts to. 

Mr. Harpy. Those funds then were used only for the pay of the 
army ? 

Mr. Parsons. They were used for support of the army military 
budget, of which the army pay was the biggest component. 

Mr. Harpy. If you had not worked out a more favorable agreement 
than 35 to 1, you would be right back where you started ? 

Mr. Parsons. That is right. If we had been unable to achieve 
monetary reform, the Lao would not have voted us any more kip for 
those dollars in escrow. On the other hand, they would not have 
been able to get their hands on those funds until they did reach agree- 
ment with us on the monetary reform. 
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I might add that the relationship to the election was this, that My 
Reddan was talking about: The Prime Minister insisted that if he 
entered into any agreement for devaluation before the 4th of May 
that that would have an effect on the election, on prospects of defeating 
the Communist candidates. We agreed with him and therefore were 
willing to enter into this escrow arrangement. 

Mr. Rosertson. The final agreed rate of 80 to 1 applied, if my 
memory serves me correctly, to all the funds advanced beginning 
December 1957. 

We cut off funds in July, but on all those other funds paid in we 
got the rate of 80 to 1, which was the official rate agreed to in October 

Mr. Harpy. What had the Lao Government been using this differ. 
ential for previously ? 

Mr. Rosertrson. The Lao Government didn’t get it. Some Lao 
Government officials and importers bought kip at 35 to the dollar, At 
that time this was a very unrealistic rate. You could get double or 
more for the dollar on the black market. 

Mr. Harpy. And the importers were the only ones reaping a harvest 
on that ? 

Mr. Rorerrson. No. As a matter of fact, I think—I would rather 
have Mr. Parsons testify to this, but I will say that I think that it was 
the differences in rates that gave opportunities for individuals to 
enrich themselves by the unrealistic official rate. 

Mr. Harpy. You don’t want to label any particular group of 
people ? 

Mr. Rorertson. No. You have crooks in all governments. 

Mr. Harpy. That was perfectly legal, was it not ? 

Mr. Ropertson. No. I think the selling of import licenses gave rise 
to favoritism and all kinds of abuses. I would like for Mr. Parsons 
to testify on this for the reason that he was there and was one of the 
chief instruments in correcting the abuses. 

Mr. Harpy. We will be glad to have his comment. We will prob- 
ably get into some specifics on it a little later. Maybe this isn’t the 
proper time. 

Mr. Reppan. Mr. Secretary, did you consider the freezing of those 
funds, or the placing of them in escrow, as a policy change or an opers- 
tional change ? 

Mr. Rosertson. It was both. It was giving us the freedom of action. 


[Security deletion | 


Mr. Repoan. I am talking about your statements just made about 
placing those funds in escrow in January or February | 

Mr. Roperrson. That was a change in policy. That was a tactic 
to enforce monetary reform. 

Mr. Reppan. Were there any other changes in our policy toward 
Laos following this coalition agreement ? 

Mr. Rosertson. In what respects ? 

Mr. Reppan. I don’t know. Your letter talked about the reap- 
praisal of our policies and suggested that perhaps there might be some 
changes. 

Mr. Ronertson. Excuse me. We did take a look and decided we 
would stay and continue. 
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Mr, Reppan. You decided no changes other than this monetary 
reform ? oi ar 

Mr. Rosertson. That is right. a 

Mr. Reppan. Reference has been made to the coalition as “a step 
to which we are opposed. You stated that strong representations 
were made to the Lao Government that the United States was opposed 
to this step. Was the Lao National Army expected to play any part 
in preventing a coalition of this sort ? 

Mr. Rozerrson. No, I don’t think the Army was. 

I think at the time of coalition the Laotians as a whole wanted 


to get rid of the problem. They had had——if you will go back for 
a while, the Geneva Accords, provided that the Communist-dominated 
Viet Minh forces——the Pathet Lao forces which were directed 


from the first by the Communists, should disband in the two provinces 
in which they were in control; the Province of Phong Saly and Sam 
Neua. 

The Geneva Accords provided that these forces would disband and 
turn over the administration of these provinces to the Royal Govern- 
ment. It was further provided that they should not be discriminated 
against in any elections to be held. 

But, as so often happens when you make agreements with Com- 
munists, the Communists signed the agreements and then paid little 
attention to them. The forces didn’t disband, they continued in 
physical control of these provinces, and resisted any attempt by the 
Roval Government to take over the administrative control in accord- 
ance with the Geneva Accords. 

Mr. Reppan. Was the army used by the Lao Government in an 
attempt to enforce its powers? 

Mr. Rorerrson. Well, it was a very complicated situation. Let 
me see if I can put it in perspective. You had in Laos a control 
commission, I1CC—International Control Commission—to implement 
the Geneva Accords. On this commission there were three members: 
A Pole, a Canadian, and an Indian. 

And they couldn’t take any action except by unanimous agreement. 
So, therefore, the Pole made good use of his time there in estab- 
lishing contacts with the Communists. He could prevent the Com- 
mission from taking any action that he didn’t want it to take. 

The Lao Government a number of times threatened that they were 
going in by force and take over these provinces. They were dis- 
couraged from doing so by the French, with whom the accords had 
been signed, and also by the British, the cochairman of the Geneva 
Conference. Both said that they must leave this to the ICC to settle. 

So, whenever they threatened to go in by force they were stopped 
by the influence of the French and the British, who insisted that if 
they used force it would be a violation of the Geneva Accords, because 
the ICC was supposed to handle the matter: that such action would 
bring about an invasion from the North Vietnamese and their coun- 
try would then be swamped with another war. So they never did 
make the attempt to take over by force. 

The Communists in violation of the accords held on to these 
provinces and finally traded them all over again and negotiated the 
coalition government we were just talking about. 
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Mr. Reppan. Mr. Secretary, are you in accord with those View 
expressed by the French and the British and the ICC? Where ine 
Geneva Agreements is there anything which would prevent the Ro l 
Government from going in there and exercising their rights under the 
Agreements ? 

Mr. Rosertson. In my opinion, the Royal Government would have 
been entirely justified, after a reasonable time, in going in and physi 
cally taking over. I can’t say that that wouldn’t have produced an, 
other war. That was the fear of the French and of the British, 
They felt that they should continue to work through the ICC. 

Mr. Reppan. Did we advise or consult with them on this problem? 
Did we indicate that we wanted them to go in and use force, or did 
we want them to hold back? What was our position on that? 

Mr. Rosertrson. We weren’t in on that. We couldn’t advise them 
to go in and to take an action that might involve them in a war unless 
we were prepared to go in and help them fight the war if they got 
into it. : 

And so, to come back to what I was saying, the Lao were sick of 
the problem of having two provinces under continued control of the 
Pathet Lao Communist-directed forces. 


[Security deletion | 


As a matter of fact, they did unify the country and in a fairly 
short time got rid of the coalition. 

Mr. Reppan. To what extent have they gotten rid of the Communist 
threat ? 

Mr. Rosertson. I tried to cover that in my opening statement. 
They made considerable progress—I don’t think anybody can say that 
the Communist threat anywhere in the world is ever finally licked, 
We have it all over the world. So I don’t think the Communists have 
given up. But I think this government has made great strides in 
organizing itself to combat them more successfully. 

Mr. Reppan. What would be your opinion, sir, as to the position of 
the Communists at the present time in Laos as a result of this coalition 
agreement? Are they in astronger position or a weaker position! 

Mr. Roserrson. I think the government is stronger than it was be- 
cause they have gotten the control of their whole country and they 
have gotten rid of the coalition. 

Mr. Reppan. But haven’t they just pressed the Communists, 
squeezed them around through the provinces? Isn’t the government 
more vulnerable now ? 

Mr. Rosertson. I don’t think so. I don’t think these are black and 
white questions. It is a matter of opinion. In my opinion, the Gov- 
ernment is a great deal stronger than it has been at any time since 
they got their independence. 

Mr. Reppan. Mr. Robertson, last March—March 28—when you ap- 
peared before the Senate Foreign Relations Committee, at pages 323 
land 324 of the hearings, you were asked about the Geneva Accords, 
and at that time you stated: 

A delicate situation exists in Laos. The 1954 Geneva Accords provide for 
unification of the country under the central government. The Communist 


dominated Pathet Lao, however, refused to turn over to the Royal Government 
the two provinces under their armed control, using their defiance of this inter- 
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c 


national agreement to negotiate successfully in the November 1957 coalition 
government which netted them two cabinet positions, other administrative par- 
ticipation, and legal status as a political party. This may extend Communist 
influence dangerously in Laos. 

Did subsequent developments change your opinion? 

Mr. Rozertson. No. I have just stated that the things that I feared 
most didn’t come to pass. We very much feared when they took the 
Communists into the Government that the same thing would happen to 
Laos as happened to Czechoslovakia. Jan Masaryk thought he could 
deal with them and ended up by jumping or being pushed out of a 
window and the Communists took over his country. We very much 
feared the Communist coalition would bring the Communists danger- 
ously into the country. 

The reason we are encouraged, and very much encouraged by what 
has happened is that they did unify the country. They started off 
with the coalition but it lasted only a few months. They have gotten 
rid of the coalition and now have a government in which no Com- 
munists are represented. 

Mr. Harpy. They started off with a coalition and then had an elec- 
tion which had a lot of people disturbed. That is the one which took 
place in May, I believe. 

Mr. Rozertson. That’s right. 

Mr. Harpy. And the Communists actually were pretty successful in 
that election, as I remember. 

Mr. Rosertson. Mr. Chairman, the situation was this, and it has 
been very much misunderstood. In the results, they were unsuccess- 
ful, but the facts were these. There were 21 seats at stake. They 
were increasing the national assembly from 38 to 59 seats. There were 
91 new seats at stake. The anti-Communist forces polled about 65 
percent of the popular vote, but ran 85 candidates for 21 seats. 

So, getting 65 percent of the vote, they ended up with only 8 out 
of the 21 seats, whereas the Communists concentrated on 21 candidates 
for 21 seats—I mean, the leftist forces. And so with 35 percent of the 
vote they got 13 out of the 21 seats. That was the thing, the very 
thing that we had warned the Government would happen if they 
didn’t get together and agree upon candidates. 

They had a number of these parties. They should have agreed be- 
tween them on a candidate for each seat, regardless of which party he 
belonged to if he was a non-Communist candidate. They didn’t do 
that. So, while getting popular support they only won a little more 
than a third of the seats. 

Mr. Harpy. I understand. Of course, we know what happens here 
sometimes, too, if you have too many candidates in a particular con- 
test. But the fact remains that when the votes were counted and your 
certificates of election, if they issue them, were issued, the Communists 
won that election. 

Mr. Rosertson. That’s right. 

Mr. Harpy. Then subsequently—and I believe it was in July or 
August--there was a coalition of the non-Communist elements in the 
Government which was successful in getting rid of the Communist 
ministers. 

The thing that I was trying to get at is this: What took place to 
bring that about ? 
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Mr. Rozertson. I think they got a tremendous jolt when the 
ended up by losing those elections. — y 

Mr. Harpy. It wasn’t anything that we did ? 

Mr. Rozertson. Nothing that we did, no. As a matter of fact, they 
went contrary to our advice in the elections. We strongly urged ther, 
to agree on 21 candidates and consolidate their forces for the 21 Seats 
They didn’t do that and thereby lost the elections. It was a tre. 
mendous jolt to them. 

Mr. Parsons. May I supplement that ? 

We did do something in this matter although it was not a concrete 
act, which is what Mr. Robertson must have had in mind. 

The Prime Minister, in forming the Government which contained 
the two Communists, said that the life of the Government would last 
only until the partial general elections were over, then a new govern. 
ment would be formed. . 

As soon as he said that I, and every other free-world representative 
in Laos, was pointing out to the Prime Minister, here is your golden 
opportunity; you win this election, you win enough seats in the elec. 
tion to make sure that you can form a non-Communist government 
afterward, with no Communists in it. 


[Security deletion] 


Mr. Harpy. I am delighted to get that explanation because actually 
I had been worried. It is the first time I have seen anything that 
happened in these countries that looked like it was an advantage to us 
that we didn’t claim full credit for. 

I am surprised nobody in the State Department has claimed that 
they were completely responsible for the coalition of the non-Con- 
munist parties because every other statement we have had has been 
so high-poweredly optimistic; all your boys seem to get their best foot 
forward in fine shape when talking to the committees, especially the 
Foreign Affairs Committee. I don’t see how you missed this one. It 
was a wonderful opportunity. 

Mr. Rosertson. Let me assure you in all seriousness that we have 
no desire of any kind to come here and misrepresent anything. Weare 
going to answer your questions just as frankly as we possibly can. 

Mr. Harpy. I am not suggesting that you misrepresent, but I do de- 
clare that some of your people are adept at putting their best 
foot forward. 

Maybe that should be construed as a compliment. 

Mr. Rosertson. I don’t. I say to you in all seriousness that I shall 
answer as frankly as I can answer any questions that you put here, 
and I do not want to color the answers in any way, shape, or form, and 
I thing that will go for every one of us heretoday. 

Mr. Harpy. I am delighted to have that assurance. I didn’t need 
that one from you. 

Mr. Rosertson. Thank you, sir. 

Mr. Reppan. Mr. Robertson, in reply to a question of the chairman 
I believe you said that we did nothing which resulted in the loss of that 
May election to the Communists. AsI correct in that? 

Mr. Harpy. That wasn’t the question. We were talking about the 
coalition that took place. 
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Mr. Monacan. May I ask a couple of questions? 

Mr. Harpy. Go ahead. ; 

Mr. Monacan. Do | understand there are a total of 59 seats in the 
Assembly and that of these 13 are now Communist? 

Mr. Parsons. Communist or f ellow travelers. 

Mr. Monacan. How many parties are there? Are there several 

arties involved. More than two? 

Mr. Parsons. The majority party is known as the Rally of the Lao 
People. That is the party to which the Prime Minister and, I believe, 
¢ or 7 members of the present 1 t-man Cabinet has taken. 

Then, there is the Neo Lao Hak Xat, which is the Communist Party. 
They have, I believe, nine members as a result of the elections last 

ay 4. 
ne MonaGan. Nine out of the 13? 

Mr. Parsons. I think 9 out of the 13. This could be corrected in the 
record if my memory is at fault. 

Then, in that election there are also four members of a fellow travel- 
ing party known as the Santiphab Electorate. 

In addition to the old 39-man Assembly which had one vacancy, one 
man tied, there were several Santiphab members, as I recall. 

In addition to that there was a small party headed by a man named 
Bong Sou Vanna Vong, who threw in his lot with the present Govern- 
ment, and they have about three members in the Assembly. 

Finally, there is a local party known in English as the Democratic 
Party, with three members from the area of southern Laos. 

That adds up to a majority party which is by far the largest and 
is a coalition of the former two major conservative parties. Plus 
that the most important party is the Neo Lao Hak Xat, and a fel- 
low traveling leftwing party. 

I might mention, apart from the 7 plus the Prime Minister 
who come from the conservative party, there are 3 from the Lao 
Army, 3 out of the 14, and there are 4 from what is known as the 
Committee for the Defense of the National Interest. 

That is not, strictly speaking, a political party. They are not 
represented in the National Assembly. But they are a young reform 
group, elite group, that has grown up and been developed in re- 
sponse to this threat to the national independence. 

Mr. Monacan. That is a total of 15 with the Prime Minister? 

Mr. Parsons. I believe it is 14. 

Mr. Harpy. This is a good time to illustrate a point that I was 
trying to make a moment ago, and to put out the point which seemed 
to me to reflect at least disagreement if not inconsistency in state- 
ments which you two gentlemen made last year. 

Mr. Reddan read one made by the Secretary before the Senate 
Foreign Relations Committee. 

Just a matter of a few weeks later Mr. Parsons made a state- 
ment before the House Appropriations Committee. 

In your statement, Mr. Secretary, you were pointing out the seri- 
ousness of the situation in Laos and the delicacy of this whole elec- 
ion proposition. A few weeks later Mr. Parsons, successfully putting 
his best foot forward during the appropriations hearings, made a 
statement that doesn’t seem to tie in with yours. Maybe I don’t read 
into them the purport that I should. 
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This testimony before the House Subcommittee on Appropriations 
was: 

_The program has maintained the independence of Laos up to the presen 
time. I have heard no one say that Laos could remain independent Without 
the program. I would point out further that this is the only area that I gq) 
think of at the present moment where territory has been recovered from the 
Communists ; two provinces of Laos which were behind the Bamboo Curtain 
are now in the kingdom. 

To interject at this particular point, that has been one that gome 
of us, and some of you people in the Department of State, had viewed 
with considerable concern. Mr. Parsons at this time seemed to bp 
taking it as an asset. 

To continue with the statement : 

This, in a sense, was a divided country. It is no longer a divided country 
The Communists are still contesting for it. They never give up contesting 
for any country, but this is a country where the aid program is responsible in 
very large part for not only maintaining its independence, but for making jt 
possible for the government to reunite the country and to work toward ¢p. 
solidating the reunified country. 

Maybe I don’t understand these things. But I had thought that jp 
all of the other material I had seen, and the other comments that had 
been made by responsible representatives of the Department of State, 
that we suffered something of a blow when the Pathet Lao was brought 
in and put two ministers in the Cabinet and when the election came up, 
which at least in the final analysis produced more Communist mip. 
isters than they had had before. 

Here, a matter of a few weeks after the election, Mr. Parsons views 
it asan asset. This isthe kind of thing that bothers me and prompted 
the observation that I made a moment ago. If you have any comments, 
if I am reading it wrong, I would like to be corrected. But I dont | 
think that you two gentlemen were actually presenting the same kind 
of picture to the Congress at approximately the same time in history, 

Mr. Parsons. Mr. Chairman, I would like to make just a very brief | 
comment on that. 

As you read the statement, I do not know what it was in reply to, 
But everything in that statement is a statement of fact and I would 
stand by it today just as I stood by it then. 

Mr. Harpy. It is a matter of interpretation, I think. 

Mr. Parsons. There is not much interpretation there, sir, if I may 
correct you. 

Further than that, I don’t think that one particular statement is 
sufficient to indicate that I had no concern about Laos. 

Mr. Harpy. I didn’t mean to imply that. 

Mr. Parsons. I dare say that I have worried about Laos more than 
any man inthis room. 

Mr. Harpy. I didn’t mean to imply that you had no concern aboutit. 

Mr. Parsons. And I am still concerned about Laos; still worried | 
about the future of Laos. It would be foolish of me or any one els | 
to be unconcerned about a situation in a country located geograph- | 
ically where Laos is, so devoid of material assets and experience and 
virtually everything else which goes into the maintenance of | 
independence. 

Mr. Harpy. Let me say this to you, and this will sum up my reaction | 
to it, which does not imply any lack of concern. 
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if I interpret these two statements correctly, Mr. Robertson was 
saying ,in effect, that the coalition was a ( ommunity victory, and you 
were saying, In effect, that it was a victory for us. 

Maybe I don’t interpret it correctly. 

But that is the way it sounds to me. And that is the why I have 
a little trouble reconciling those two views from people who have the 
stature that you two gentlemen have in the Department. 

Mr. Parsons. Mr. Chairman, you have my statement before you. 
I don’t. I don’t think I said anywhere there that coalition was a 
victory for the United States. 

[ struggled for 16 months to prevent a coalition. 

Mr. Harpy. You said: “This in a sense was a divided country. It 
isno longer a divided country.” F 

Mr. Parsons. That is true. 

Mr. Harpy. “The Communists are still contesting for it.” 

I don’t take issue with that. 

They never give up contesting for any country but this is a country where te 
aid program is responsible in a very large part for not only maintaining its 
independence, but for making it possible for the Government to reunite the 
country and to work toward consolidating the reunified country. 

Mr. Parsons. That also is true. 

Mr. Harpy. I don’t question its truth. But it certainly is an en- 
tirely different connotation to me. 

Mr. Parsons. It still is true, Laos is the only country that became 
reunited. It became true soon after I testified before the House 
Appropriations Committee that the two Communists in the coalition 
Government were eliminated from it. I did not say it at the time. 
It had not happened. No one could be sure it would happen. 

Mr. Reppan. You were referring here only to the coalition, were 
you not, in reuniting the country ¢ 
' Parsons. No, sir. I was referring to the two provinces recovered 
from the Communists. 

Mr. Reppan. As a result of the coalition ? 

Mr. Parsons. As a result of the agreement of November 1957. 

Mr. Reppan. Which was the coalition that we have been talking 
about. 

Mr. Parsons. The coalition was one of the numerous major pro- 
visions of those agreements. 

Mr. Reppan. Yes. 

Mr. Parsons. The two members of the Pathet Lao party, as it was 
then called, would be brought into the Government. I can give you 
some of the other major provisions, if you would like. 

Mr. Harpy. I don’t know that there is any point in belaboring this. 
Maybe I just don’t understand. 

Mr. Roperrson. May I say that I have been the Assistant Secre- 
tary of State for the Far East for 6 years and during the entire time 
that Mr. Parsons served as our Ambassador in Laos—that country is 
inmy area of responsibility—there has never been any statement of 
any kind made by him to us here that didn’t express the deep concern 
about what was happening there, and when he was not trying to 
evolve methods to keep it from happening. And I know, whatever 
you read into his statement, there is no difference whatsoever in our 
evaluation of the threat to Laos which was posed by this coalition. 

41067—59——14 
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That is the reason we did everything we could to keep it from 


happening. 

And I don’t know of anybody who worked more against it than he 
did. He wasn’t trying to get a coalition there. He was trying ty 
prevent it. 

But the point is they did get their provinces back from the Com. 
munists, and they did get rid of the coalition. They now havea united 
country, and a government with no Communists in it today. 

Mr. Harpy. Let me just point this out, and I think we have probably 
been on this point long enough. 


Prior to the time that the Appropriations Committee took up this | 


subject of Laos, and aid to Laos, they asked this subcommittee to give 
them what information we had in connection with what was going on 
in Laos. They invited me to participate in an off-the-record diseys. 
sion just based on what information we had gathered, and I presented 
that, and I know something about the attitude that the Appropriations 
Subcommittee was taking in connection with the foreign aid program 
in Laos last year. . 

I know that from having sat with them in trying to get this thing 
in proper perspective. And I pretty well know what Mr. Passman 
had in mind, Mr. Parsons, when he was raising questions with yoy 
about this whole position. You were in the position of presenting a 
case to support your request for appropriations, which I fully ap. 
preciate. 

I get a little bit disturbed, though, when there seems to be a shading 
—not necessarily a shade which reflects unconcern, but a shade in the 
type of presentation that is made to accomplish a particular purpose 
that you have in mind. You were seeking an appropriation at this 
time, and you were before a rather hostile committee. 

Mr. Parsons. Yes, I am aware of that. 


Mr. Harpy. So I appreciate the problem that you had before you, | 


But when I read testimony which sounds to me as though we ar 
claiming credit for something that Mr. Robertson, just a few weeks 
earlier, had described as something that was perhaps against our in- 
terests I become concerned. I don’t think there is anything that is 
not factual in there. I don’t know whether it is a matter of slanting 
or what, but certainly the two statements to me are not consistent. 

I don’t think we need any further explanation of them because I 
know the situation that was confronting you. But when we try to 
review these things to get as factual an understanding as we can, that 
kind of an apparent conflict makes it a little difficult. 

Go ahead. 

Mr. Reppan. Mr. Secretary, when Secretary Dillon was here last 
week, one of the questions we raised with him was the question as to 
the responsibility or the area of responsibility of the State Department 
for the original agreement on this 35-to-1 rate of exchange. What did 
the State Department do, if anything, in accepting that rate or in 
objecting to that rate when it was originally established ? 

Mr. Rosertson. We didn’t establish the rate of 35 kip to the dollar. 
The United States didn’t establish that rate. That was the official 
rate of the Government in 1955, I think it was, when we initiated our 
program there. That was the equivalent rate which existed through- 
out the countries of old Indochina. It wasn’t too far off from the so 
called black market rate. We were coming in, initiating a program, 
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and we adopted the official rate of the country which existed at the 
that time. We didn t set the rate. We accepted the rate. ' 

Mr. ReppAN. Did we have any discussions with the Lao Govern- 
ment with respect to that rate? 

Mr. Rozertson. None, that I know of. . 

Mr. Reppan. Was there any concurrence on the part of the State 
Department in that rate? ; 

Mr. RoperTson. It was an acceptance of the rate. 

Mr. Reppan. Was there anything the State Department could have 
done at the time of the initiation of the program ? 

Mr. Rozertson. I don’t think it would have occurred to anyone 
inthe State Department to do anything about it at that time. 

Mr. Reppan. You say it was near the free market rate? 

Mr. Rosertson. I think the free market rate about that time may 
have been around 50. 

Mr. Reppan. Was there a subsequent franc devaluation which would 
have had any effect on the free market rate? 

Mr. Rozertson. The French had devalued in 1953, if I remember, 
from about 20.9 kip to the dollar to 35. 

Mr. Reppan. One other question raised with Mr. Dillon was the 
Lao dollar surplus. He suggested that perhaps you would be better 
able to respond to that question. It appears that the dollar surplus 
has been growing ever since we came in there and we are interested 
in determining the reason for this. What has been done, if anything, 
to prevent an unhealthy surplus. Has the State Department par- 
ticipated in any negotiations with the Lao Government with respect 
to this dollar surplus? 

Mr. Rosertson. I am not sure what you mean when you speak of 
dollar surplus. Are you talking about dollar exchange surpluses or 
budgetary surpluses ? 

Mr. Reppan. I am talking about——— 

Mr. Ropnertson. Dr. Moyer is here. Maybe he would like to answer 
that question. 

Mr. Reppan. Yes. 


STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, 
OFFICE OF FAR EASTERN OPERATIONS, INTERNATIONAL CO- 
OPERATION ADMINISTRATION 


Mr. Mover. A reserve did build up until, I think it was about Sep- 
tember 1958, or somewhere around that time. I can supply the exact 
time. 

(Dr. Moyer subsequently advised the subcommittee that the peak 
actually was reached in July 1958.) 

Mr. Reppan. Do you know the approximate amount of the reserve? 

Mr. Moyer. At that time it stood at the highest level, about $38 
million. 

Just to complete the history, since that time, or since monetary re- 
form, they have gradually been going down. The last figure which 
[have seen, about February 1, they stand at about $20 million. I 
don’t know the March 1 figure. 

They were built up as a result of our making available aid in the 
form of cash grants for imports which we thought would use the 
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amount, but which was drawn upon more slowly than they were de 
posited, so that they gradually built up. P 

Mr. Reppan. That is as a result of unused cash grants? 

Mr. Moyer. For the most part. There were small other additions 
to the fund from other sources, I believe, but they were minor rg 
pared to the amount accruing from the cash grants. 

Mr. Reppan. What would be the inflationary effect on the country) 


The kip was issued against the cash grants, and then if the cash grants 


were not used for importation what effect would that have on the | 


economy of the country ? 

Mr. Moyer. This, of course, was one of the reasons which led 4] 
executive branch to decide on trying to force this devaluation jsgye 
At the beginning we had no real standard against which to judge what 
would be required by way of imports. 

One way of calculating that is to take into account the money that 


18 


is put into circulation, and you have to match it. On the basis of | 


that, we equated in dollars the amount which was made available ip 
kip to the army and we paid over the dollars in part, and in part we 
tried to build up the supply of commodities coming in through pro. 
curement authorizations. 

I don’t know to what extent an actual shortage of goods was respon- 
sible for raising the prices. Prices did rise, that is true. However, 
I was in Laos about a month ago and I found that when monetary 
reform took place, or at least now—and I think it was true whep 
monetary reform took place—there was quite a large supply of goods 
in the warehouses in the different shops, and so forth. But I dont 
suppose that was true all the way through the period. Perhaps An- 
bassador Parsons would know. I don’t fully know. 

Theoretically, if the amount had been utilized more fully for goods 
and there had been an adequate supply of goods, at least theoretically 
from economics, you would expect that there would have been less 
inflation than took place. 

Mr. Harpy. In other words, Doctor, there would need to be some 
sort of balance between the currency in circulation and the amount 
of goods available to buy ¢ 

Mr. Moyer. Yes. 

Mr. Harpy. Actually, you had a stimulation of the flow of cur 
rency without a corresponding increase in the merchandise which could 
be bought; is that it? Did that have something to do with it? 

Mr. Moyer. I can’t answer precisely but I suppose that that was 
true. I would like Ambassador Parsons to comment because he was 
there and might have known. As I say, at the time monetary reform 
came there was an adequate supply of goods. 

Mr. Harpy. As an economist, would you say that the natural ex- 
pectation would be that this accumulation of dollars, against which 
kip had been issued, would have had an inflationary effect; isn’t that 
right ? 

Mr. Moyer. If they were not used adequately for goods, yes. 

And in this case they were not all used for goods. 

Mr. Harpy. Wouldn’t the fact that they were accumulating to that 
extent indicate that they hadn’t been used for goods ? 

Mr. Moyer. Yes. 
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Mr. Harpy. So, the accumulation, from the standpoint of economic 
theory—and you are a lot better qualified to discuss that than I am— 
the accumulation of these dollar balances would indicate that you had 
inflationary forces at work, is that right? _ 

Mr. Mover. From a standpoint of economic theory that is certainly 
correct. Whether is was true taking into account other factors also 
is what I am not quite sure about. 

Mr. Harpy. None of us is ever sure about factors over here. 


FURTHER STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS; ACCOM- 
PANIED BY HON. JAMES GRAHAM PARSONS, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Rosertson. Mr. Chairman, here is a statement I think you 
would like to have for your record. You and Mr, Reddan questioned 
about this. 

On July 1, 1958, when the aid to Laos was suspended, the National 
Bank of Laos had foreign exchange holdings equivalent to $42,700,000, 
of which $38,600,000 were dollar holdings. These dollar holdings 
were reduced to $29,300,000 by October 10, 1958, when the monetary 
reform was introduced. 

The Lao Government Treasury had no surplus as of July 1, 1958, 
and they were using commercial bank deposits in the Treasury as a 
working balance to pay for the army for July, August, and September, 
of 1958. While aid was suspended the Government resorted to bor- 
rowing from the national bank. 

Mr. Harpy. Thank you. 

Mr, Reppan. Are you referring to the deposits in the Lao National 
Bank? 

Mr. Rosertson. We were referring to foreign exchange reserves of 
the Government. 

Mr. Reppan. You were talking about the Government resorting to 
bank deposits ? 

Mr. Rosertson. I said they were using commercial bank deposits in 
the Treasury as a working balance. 

Mr. Reppan. Are there commercial banks in Laos other than the 
Lao National Bank ? 

Mr. Parsons. Yes, there are. 

Mr. Reppan. The Lao National Bank is in effect an arm of the 
Government, is it not? 

Mr. Parsons. It is a national bank, yes, set up by the statute. 

Mr. Reppan. Are you referring, Mr. Secretary, to the dealings with 
the Lao National Bank or some other banks? 

Mr. Rozerrson. The commercial bank deposits in the Treasury. 

Mr. Reppan. Do you know what banks they are? 

Mr. Rosertson. 1 don’t, no. 

Mr. Reppan. Are there any banks of sufficient size to permit the 
Lao Government to fund the payments to the Army ? 

Mr. Parsons. I don’t think that any of the commercial banks would 
advance credit to the Lao Government in the amount required to 
pay the army, if that is the question. 

Mr. Reppan. Yes. 
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Mr. Parsons. I believe that on a number of occasions—I thi 
summer period from July 1 on—the Government did obt 
from the National Bank of kip currency in order to pay the 
for several months, But that was from the National Bank. 

Mr. Reppan. Isn’t that the normal procedure, Mr, Par 
the military budget is separate from the civil budget ? 

Mr. Parsons. Yes, it is. 

Mr. Reppan. And the Ministry of Defense has a se 


NK the 


ain loans 


army 


sons, that 


parate account 


in the Lao National Bank against which it draws kip in return for | 


dollars deposited in that account; is that not so ? 

Mr. Parsons. That, I am not at all sure of, whether the Govern 
ment of Laos account in the National Bank is subdivided ac é‘ 
to Ministry. I would have to find that out. 

Mr. Reppan. Aren’t the balances in the Lao National Bank the 
property of the Lao Government? 


cording 


Mr. Parsons. Those which are for the account of the Government | 


must be its property. 

Mr. Reppan. And the dollars, the only dollars that are deposited 
there are the cash grant dollars from our aid program ? 

Mr. Parsons. No, there are other minor sources of dollars, 

Mr. Reppan. I mean the principal. 

Mr. Parsons. The largest amount of the dollars they have originated 
with cash grants, I am quite certain. 

Mr. Reppan. That confuses me a little bit. Mr. Secretary, you 
said they had no reserve. I didn’t quite understand what you meant 
by that. Who did not have the reserves ? 

Mr. Parsons. I said they had nosurplus. 

Mr. Reppan. I thought you said they had no reserves ? 

Mr. Parsons. I said they had no surplus on January 31, and that 
they borrowed from the National Bank, while the aid was suspended, 
to pay the army for the months of July, August and September, 

Mr. Reppan. Isn’t that strictly a bookkeeping transaction, sir! 
They had excess dollars in the amount of $38 million at that time 
did they not? 

Mr. Harpy. I wonder whose funds they were borrowing against 
in order to finance their operations. The statement was, I believe, 
that they were borrowing against commercial deposits for the opera- 
tions of the Government during this period. Weren't they, in effect, 
borrowing against the dollar deposits that we made in the Lao 
National Bank? Where else could it come from? Maybe that is not 
right, but I don’t know what the other source would be. 

Mr. Moyer. May I say a word ? 

Although I am not a banker, and some of these things are not 
too clear to me, they would be issuing currency against the dollar. 

Mr. Harpy. That is exactly the point. They had our dollars which 
were in escrow, deposited in the Lao National Bank; is that right! 

Mr. Moyer. No, sir. The dollars were deposited in New York, 
in a bank in New York. 

Mr. Harpy. They had a bookkeeping entry over there? 

Mr. Moyer. This, I think, is the mechanism: We would turn them 
over to the Government. The Government would, in turn, tum 
them over to the National Bank. Upon doing so, the National Bank 
would deposit to the Government’s account the equivalent at 35 tol. 


% 


re 


Then tl 
the dol. 
Mr. | 
initially 
Mr. - 
on occa: 
Mr. ] 
jmporte 
was the 
origina 
Mr. 4 
Mr. I 
Lao Go 
was he 
Govern: 
Mr. } 
Mr. - 
merial— 
Mr. \ 
Mr. | 
The st: 
$38 mil 
Mr. I 
a surpl 
deficit. 
there t 
deposit 
the leg: 
they di 
So they 
during 
Mr. } 
Mr. |] 
Mr. ] 
Mr. ] 
retary - 
Wek 
seams ti 
Appare 
Lao Ge 
raise at 
(The 
June 2: 
follows 
One p 
contrary 
MAAG « 
to 10 pe 
couragec 
for Asia 


[The 
Deceml 


Mr. ] 
and De 


: the 
Dans 


that 


ount | 
| for | 


ai 
ling 


the 


nent | 


sited 


ated 


you 
eant 


that 
ded, 
iber, 
sir! 
ime, 


inst 
leve, 
era. 
fect, 
Lao 
s not 


not 
lar. 
hich 
mht! 
ork, 


hem 
turn 
sank 
to 1. 


UNITED STATES AID OPERATIONS IN LAOS 201 


Then the bank would take them and by whatever channels and send 
the dollars to New York. 

Mr. Reppan. The Lao Government would borrow from the bank 
initially, though, the amount of kip at 35 to 1? 

Mr. Moyer. If the deposits were not adequate, they would, and 
on occasion they did borrow from the bank. 

Mr. Reppan. And then, when the dollars were purchased by the 
importers, they bought the dollars with kip at 35 to 1 and that kip 
was then used to retire the money which was issued against the dollars 
originally; isthat right? 

Mr. Moyer. I think that is correct. 

Mr. Bray. Is it not correct that in October 1958, the wealth of the 
Lao Government included $38 million USS. dollars, whether that title 
was held in the name of the Lao National Bank or some other 
Government entity ? 

Mr. Mover. These would be foreign exchange reserves of the 

Mr. Bray. Of the Lao Government. Not of some private com- 
merial—— 

Mr. Moyer. Not of some private commercial bank; no, sir. 

Mr. Bray. But, of the Lao Government, no matter where banked. 
The statement that they had no surplus troubles us. They had 
$38 million. ; 

Mr. Rosertson. That isn’t a surplus. There is a difference between 
a surplus and an asset. Sometimes you have an asset and have a 
deficit. If I understand it correctly, when these dollars were put 
there the kip was issued 35 to 1 against those dollars and dollars 
deposited in New York. That process has already taken place at 
the legal rate. During the months of July, August, and September 
they didn’t have any additional dollars coming in to issue kip against. 
So they borrowed the kip from the National Bank to pay the army 
during those months. 

Mr. Moyer. That is correct. That is my understanding. 

Mr. Bray. Thank you. 

Mr. Harpy. Go ahead. 

Mr. Reppan. One other question, a matter we discussed with Sec- 
retary Dillon, the question of this pay raise in January of 1959. 

We had a discussion originally about the pay raise in 1955. There 
seems to be a break in the cables. We have tried to trace this through. 
Apparently the United States was having conversations with the 
Lao Government about the pay raise, and we were objecting to any 
raise at that time. There is a 3-month spread—a 6-month spread. 

(The chief counsel then read from a classified message dated 
June 22, 1955, which for security reasons, has been paraphrased as 
follows:) 





One point must be made clear. Permission 10 percent pay increase definitely 
contrary MAAG/Saigon established policy by which we guided. Furthermore, 
MAAG considers 20 percent for up-grading excessive and ought to be reduced 
to 10 percent. Economics aside existing inflationary tendencies might be en- 
Pa by pay increase now. Also Lao soldiers pay already over average 
or Asia. 


[The chief counsel read from another classified message, dated 
December 7, 1955, which has been deleted for security reasons. | 


Mr. Reppan. These are the only cables that we can find between June 
and December. 
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Apparently in June we were protesting a pay increase. 


My question is this: What happened between June and December! | 


Did we stop protesting or did the Lao Government slip this through 
without us knowing about it? 

Mr. Rosertson. What year are you talking about? 
_ Mr. Reppan. I am talking about 1955, sir. It may be that ther 
is some despatch or cable missing. 


Mr. Rosertrson. I have to check the records, and I will be glad 


to supply the answer for the record. 
Mr. Reppan. You have no recollection ? 


Mr. Rosertson. In my opinion, according to my recollection, we . 


inherited this pay scale from the French in 1955. 

Mr. Harpy. That is apparently not quite in agreement with wha 
we were able to put together when we assembled these files to try 
to get a picture of the background. The reason 1955 became jn. 
portant—at least to us—is because of the way the pay raise o&. 


curred this year. There seemed to have been, through the files that | 


we have been able to assemble, considerable disagreement on the 
part of the United States that this should have been done. And yet 
there is a gap in what records we have been able to assemble. f 

Mr. Roserrson. That is the reason I ask you whether you are talk. 
ing about the 1955 pay raise or 1959. 

Mr. Harpy. 1955, at the moment. We are trying to understand 
what took place back there. 

Mr. Rosertson. I will try to obtain accurate information for yoy 
for the record. , 

My memory is that we inherited this pay scale that the French had 
instituted and it was a very critical time. So, as a matter of policy 
and in view of all the circumstances we continued with this pa , 

Mr. Chairman, from memory I don’t know what happened. 

Mr. Harpy. It would be difficult to remember those things. 

Mr. Roserrson. I just don’t remember. If you asked me, I would 
think we inherited this pay scale, and that we didn’t disturb it. 

Mr. Harpy. The record doesn’t seem to bear that out. It looks as 
though we were protesting the increase and then, 6 months later we 
acquiesced and let it ride. It is that development which is not clear 
because the documents apparently, so far as we know, are nonexistent, 

But because there is or might be some similarity between what hap- 
pened in 1955 and what happened in January of 1959, I thought it was 
important to try to find out. 

Mr. Reppan. The Department of Defense documents, Mr. Secretary, 
establish that the first raise did go in after we took over. It went 
through in mid-1955. And the thing that is bothering us is this gap 
in these cablegrams which are State Department documents. It 
jumps from June to December. We have asked for all of the doev- 
ments and there is this hiatus, this blank space where something must 
have happened but we don’t know what it is. If we could have further 
information on that it would help. 

Mr. Harpy. I think this will be in better focus when it is borne in 
mind that actually our initial information on this came from the files 
of the Department of Defense. And then we had to request the 


related file from the State Department. This gap in here leaves ws | 
sort of hanging on a limb. If we can find out about that, that wil | 


be helpful. 
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Mr. Reppan. We also took up with Secretary Dillon the circum- 
stances surrounding the pay raise in January 1959, which apparently 
was made over the objection of the Department of State. We were 
‘nterested in knowing what, if any, action was taken because of this 
apparently precipitate action on the part of the PEO. _ 

Mr. RopERTSON. We didn’t know about this until it was a fait 
accompli. In view of the fact that the commitment had been made we 
stood behind it because we thought the consequences of not doing so 
would be worse than doing it. 

The Lao Government put the greatest importance and emphasis 
upon raising the pay of the troops because, as indicated before, the 
Army is one of their principal instruments in civic action operations, 
asan administrative arm of the Government. They felt that it would 
make their recruiting problems less difficult if the army had some pay 
that was better than a coolie. 

J am saying that we didn’t know about it until after the commit- 
ment had been made. But when we did find out about it we went 
along with it because we thought backing out on the commitment 
might bring about the fall of the Government and in the last analysis 
this would be worse than the first. 

Mr. Harpy. That isn’t the key to the question Mr. Reddan raised, 
and the same question was raised with Mr. Dillon. 

What happened here is that we were put in an awkward position by 
the PEO, who without authorization, apparently passed on some 
information to the Minister of Defense. If that happened here at 
home, I expect the General Accounting Office would have been right 
behind the individual who cost Uncle Sam $1 million. 

Mr. Rozertson. But it didn’t. That is the point I want to make. 
The only rationalization I can make is that the Country Team agreed 
to it on the ground it did not increase the cost to us. It did not in- 
crease the military budget. But the Lao Army put such high priority 
on this, they gave up other things which had been put in the budget. 

Mr. Harpy. Mr. Secretary, I think you will find that that was an 
afterthought. At least that is the way I read the record. 

Mr. Ropertson. If it is, I am completely misinformed because as I 
understand it, when there were objections made to this pay raise, and 
they had agreed on a budget at a certain level, about $1 million in- 
volved, they said, we will take other things out of the budget so you 
do not increase the level of it. If that isn’t true I am completely 
misinformed. 

Mr. Harpy. Mr. Secretary, you are either misinformed or I can’t 
read the record, and we spent a lot of time going over this particular 
point. 

If my memory serves me correctly, from the testimony we have 
already adduced on this particular point, our Government was put in 
an awful position because the PEO advised the Minister of Defense 
that CINCPAC had approved the raise. And it was after that that 
we were in the position of having either to accommodate ourselves 
tothat situation or, in effect, let the Lao Government down and prob- 
ably precipitate a very serious condition. Subsequent to that time, 
according to the way I read the documentation, this device of transfer- 
ring funds from a transportation account in the amount of $1 million 
to offset the extra cost of the pay of the army was thought up in oraer 
to maintain the budget ceiling. | 
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Maybe I don’t read it right, but that is the sequence as I see it 
Mr. Rosertson. It did not in fact cost us a million dollars more 


relative 
Your point is that they made that adjustment to keep it from doing ) similar! 


so after the thing had already been agreed to. Decembe 
Mr. Harpy. Actually, the question in my mind is not whether it of the 
cost us a million dollars more. The testimony we have received ; by USO 
that it will come out of transportation or accessorial funds, but th . desirable 
; Y | million 


could very well be funds that would be applicable generally and not 
just to the Laos budget. From the way the breakdown Was presented and thus 
to us, it is not at all clear to me that Laos doesn’t get a million dollars it 
. rn . - € 

more than they otherwise would have. There certainly are ample sorbed 
places where it could be taken if it is deemed necessary to do it. Decent 
lo resort to a device of this kind simply to offset a boner pulled | om 
by an employee in a responsible position wouldn’t be countenanced ae 
in our domestic operations. ceived I 
Mr. Grirrix. Mr. Chairman, I wonder if we could review those ANL . 
documents briefly to bring us back in focus, in the b 
Mr. Harpy. We have them here and maybe we should. ar 
Mr. Reppan. I won’t go through them all, Mr. Chairman. and info 
(The chief counsel read a classified message from State-ICA to pay *P 

the Embassy in Laos, dated January 7, 1959, which has been par. pong 
phased as follows for security reasons :) that 1 
; ; ake ; were ell 

Consider neither monetary reform nor ‘‘inflation” provide basis increase pa 

; : : sar : : y came to 
and allowances ANL as requested. Increased deficit and inflationary pressure d trar 
would result from chain reaction police and civil servants stemming from ang ral 
increase pay ANL which already highest paid group in country. Washington On Ja 
had no prior advice these (pay raise) discussions. ' Defense 


(The chief counsel read a classified message from the Embassy budget 
in Laos to State-ICA, dated January 10, 1959, which has been para | TS@ Wé 


paraphrased as follows for security reasons :) —- 
- . . : anua 
Concerning proposed ANL pay increase serious situation has developed. heen ag7 
PEO notified Defense Secretary Lao Government on basis knowledge CINCPAC rll 
had recommended pay increase approval in new budget. We understand that order to 
an RLG decree already published and troops have been informed. A joint | Mr. H 
State-ICA message disapproving the pay increase was received in Vientiane to fit int 
January 9. have bee 
(The chief counsel read a classified message from the Embassy in Mr. f 
Laos to ICA-State-Defense, dated December 11, 1958, which hasbeen __ with all 
paraphrased as follows for security reasons :) _ increase: 
While agreeing with budget submitted in amount * * * kip ( * * * dollars) Mr. H 
USOM not able provide funds for pay increase. Given ANL budget limitation of State 
and wish Ambassador Chief PEO make funds available suggested that chapter Mr. R 
17 “Transportation” be reduced in the amount of $1 million or 80 million agreeing 
° kip. Believe this amount sufficient cover pay increase in question. Like amount M H 
funds ($1 million) be provided in U.S. dollars from accessorial funds or other ar. 
MAP projects. Mr. I 
. ‘ | pay inc 
_ Mr. Harpy. That is dated what? a4 . . 
Mr. Reppan. That is dated December 11, 1958. dilieae 
Mr. Harpy. Then I was in error on my statement about the time so forth 
element with respect to that. Mr. } 
Mr. Rorertson. Yes. And what I was basing my memory on was lites 


this information here that I would like now to read into the record, ab least 
' On December 10 the Chief of the PEO advised CINCPAC Prim had to ; 
Minister Phoui had made strong representations to the Ambassador 
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relative to the pay. increase and the Minister of Defense had made 
similar representations to the ¢ hief of PEO. During the period from 
December 10 to 20 ¢ INCPAC recommended to OASD/ISA approval 
of the budget within the maximum of 1,200 million kip set 
by USOM letters and while regarding the pay increase as highly 
desirable did not agree that Transportation could be reduced by $1 
million under the assumption this function could be funded by MAP 
and thus absorb funds for the pay increase. 

CINCPAC further recommended funds for the pay raise be ab- 
sorbed by review and reduction of other chapters in the budget. 

December 20 to 29: ‘The budget was reexamined by PEO to deter- 
mine areas in which pay raises could be secured. 

December 29: Since no instructions to the contrary had been re- 
ceived from OSD, or CINCPAC, Mr. Gentry, Controller, PEO, asked 
ANL to determine if it would be possible to eliminate certain items 
in the budget without exceeding the established ceiling. 

January 2, 1958: Chief PEO met Secretary of State for Defense 
and informed him that CINCPAC had recommended approval of the 
ay raise but that it would have to come out of the established ceiling. 
Chief PEO was informed that the pay raise was so essential to morale 
that it would have to be granted even though other essential items 
were eliminated from the budget. PEO and Minister of Defense 
came to final agreement on areas in which funds could be eliminated 
and transferred to chapter on pay and allowance. 

On January 8, the Chief PEO officially informed the Ministry of 
Defense that an agreement has been reached on those chapters in the 
budget which could be reduced to provide the pay raise and that the 
raise would be included in the quarterly release for the months of 
January, February, and March. 

January 9: Based on these changes the entire budget which had 
been agreed upon by the Country Team was prepared in final form in 
order to assure release of funds on January 10. 

Mr. Harpy. Some of the summaries which were just read don’t seem 
to fit into the evaluation of the documents from which they seem to 
have been taken. 

Mr. Rosertson. I think the confusion is due to the fact that even 
with all these factors we had reservations about the wisdom of a pay 
increase. 

Mr. Harpy. The fact remains that as of January 9 the Department 
of State did turn down a proposal for a pay increase. 

Mr. Rogertson. On January 9 we sent a telegram to Vientiane dis- 
agreeing with this decision. 

Mr. Harpy. That is correct. And on the 10th—— 

Mr. Rosertson. And on the 10th we learned that the news of the 
pay increase had been released to the regional commanders on Janu- 
ary 5. Information was also given to ANIL personnel as an indi- 
cation of close support being furnished by the Royal Government and 
s0 forth. 

Mr. Harpy. And following that you had the PEO send back a 
memorandum which tried to rationalize his actions and which, in part 
at least, reflected some of the summaries which you just read but which 
had to come from other documents than that one. 
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Mr. Rosertson. What I want to make clear though, Mr. Chairmay, 
is that they were all steps—before they ever agreed to the incregg / 
they made them provide for it within the ceiling. That was not an 
afterthought as far as they were concerned. 

Mr. Harpy. Regardless of that—and I am not sure that is the way 
it will finally wind up—but regardless of that, they actually coy. | 
mitted us to expenditures which had not been approved. 

Mr. Rosertson. The total amount—they brought it within the ej. 
ing. He didn’t raise the ceiling. Their debate was how they wey 
going to get the pay raise out of the budget where they had approve; 
on a ceiling for the budget. 

Mr. Harpy. I think we can simplify this in just a very, very brief | 
question. Was the chief of the PEO ever authorized to make tha 
commitment ? 

Mr. Rosertson. Mr. Chairman, I think that the commitmey 
should not have been made to the Lao Government until it had bee, 
approved in Washington. | 

Mr. Harpy. Would the answer to my question be “No”? 


Mr. Roserrson. I just said I didn’t think it should have been ap. | 
proved. I am not trying to evade your question. I thought I wy | 


giving you the most direct answer I could make. We don’t feel thy 
that decision should have been finalized and the Lao told about it m 
whatever basis when we had expressed our dissent. We didn’t know 
about it until it was a fait accompli. 

Mr. Harpy. Isn’t it a fact that he made a commitment or trang. 
ferred information which resulted in a commitment when he was 
not authorized to do it ? 

Mr. Rosertson. He wasn’t authorized by the Department of State 
to do it. 

Mr. Harpy. Obviously he wasn’t, because you sent him a cable to 
the contrary the day before. And by his unauthorized act he con- 
mitted an expenditure which I am not at all sure is going to be ab- 
sorbed in that budget. If it is absorbed within that budget, then it 
will result in the deletion of items which had previously been deter- 


mined to be absolutely necessary or we wouldn't have been spending | 


that million dollars for them. 

Mr. Rosertson. That is right. The budget had been made wp. 
But the Lao put such emphasis upon this that they gave it top pr: 
ority. They thought it was necessary for them to go through withit 
even if they had to sacrifice something else. But I don’t think it r- 
sults in costing us more money. 

_ Mr. Harpy. If it doesn’t result in costing us more money, it is go- 
ing to result in the elimination of some function or some material 
which we had previously determined was essential. 

Mr. Rosertson. Which we thought was desirable and they thought 
they would rather sacrifice in order to get this. : 

Mr. Harpy. If the purpose for which that million dollars was sup- 
posed to have been spent was thoroughly justified, then I am not at 
all sure that you aren’t in an awkward position when you say that 
you are going to forego a million-dollar item which you considered 
necessary, in order to accommodate the political expediency of the 
Lao Government and to save face because one of your own peopl 
committed an unauthorized act. 
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Mr. RoBerTSON. It wasn’t a question of saving face for our person, 
that was not the consideration or the reason we went along. If it had 
been just a question of discipline of one of our own, that. would 

uve been a simple problem. That would have been the simplest 
~ The problem was what sort of situation would be precipitated, 
P ether it or bring the downfall of this Government, which it was 

it might do. 
tar. I recognize that, but I am not sure that the contention 
of not having increased the expenditure is well founded. If it is well 
founded, we are foregoing an item of comparable cost which we had 
yreviously been told was required. Maybe you had in the budget $1 
million too much. It raises that question in our minds here. 

Go ahead. “e 

Mr. Reppan. Mr. Secretary, you say that this was brought within 
the ceiling. Had that ceiling been approved by Washington? 

Mr. Roserrson. I wish that the Defense Department were here 
to testify on this. 

Mr. Harpy. The admiral is here. Maybe he knows. 

Mr. Roperrson. I personally don’t have anything to do with such 
matters. They are not under my supervision. I deal with political 
matters not the details of these operations, 

Mr. Harpy. Let’s clear that up right now. 

Admiral, do you know whether or not this budget had already been 
approved ¢ ; 

Admiral O’DonneELL. Mr. Chairman, it was my understanding that 
there had been local approval of a ceiling. 

Mr. Harpy. Are we talking about local approval or Washington 
approval ¢ 

Admiral O’Donnett. I don’t know of any Washington approval 
in the Department of Defense at this time. 

Dr. Moyer. I think there was no Washington approval. 

Mr. Harpy. If there was no Washington approval of that budget, 
Idon’t know how you juggle them around without increasing the ex- 

ense. 

Mr. Rosertson. I don’t feel competent to testify about that be- 
cause those things don’t come within my area of responsibility. 

Mr. Harpy. You can see what a time we have. 

Mr. Rogertson. You ought to be able to get the answer to that 
question. 

Admiral O’DonneLL. Mr. Holcombe agreed yesterday to get you an 
answer. 

Mr. Harpy. Did he agree to get an answer on this one? 

Admiral O’DonNELL. Yes, sir, on how the million dollars was to be 
developed. 

Mr. Harpy. But I don’t think we had the question previously as to 
whether this budget had already been approved by Washington. 

Admiral O’Donnewi. Not precisely ; no, sir. 

Mr. Harpy. We ought to get that from someone. 

Dr. Moyer. May I add a word to that? To my knowledge, ICA— 
I will speak only for our agency—we had not at that time approved 
this overall budget. When I was in Laos about a month ago I dis- 
cussed this matter, of course, with them. They thought that on the 
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basis of the way things hed been handled in previous 
had the authority to make the decision. 

Mr. Harpy. You mean they had been doing this all the time? 

Dr. Moyer. Budgets have been approved in Washington in the vast 
They had an impression that after they had gone through the Cole 
Team and whatever they had gone through with that was adequats 

Mr. Harpy. Dr. Moyer, that disturbs me about as badly 2 
testimony we h»ve had here today, because it raises in my nial 
question as to whether the country teams in every other country 
where we have foreign aid are operating under the same false im- 
pression. 

Dr. Moyer. To my knowledge, that is not true. 

Mr. Harpy. Apparently you didn’t think it was true in Laos, 

Dr. Moyer. It is true in Laos in the past that the overall budge 
always was approved in Washington. I suppose it is a question of 
timing. 

Mr. Harpy. Isn’t the overall budget supposed to be approved jn 
Washington with respect to every country ? 

Dr. Moyer. Yes, sir. 

Mr. Harpy. And if the Mission in Laos got the idea that they had, 
right to go ahead and commit us without getting Washington ap- 
proval, is there any reason to suppose that that same idea doesnt 
exist all over the world? 

Dr. Moyer. I don’t know of its existing in other countries in the 
Far East. 

Mr. Harpy. You didn’t know about this until a month ago, you 
said ? : 

Dr. Moyer. No, sir. That is true. 

Mr. Harpy. Mr. Secretary, you can see why we in the Congress ar 
a little worried about the way this program has operated. _ 


years that they 


Mr. Roperrson. I was listening to what you were saying and] 


would be very much surprised to think that any USOM would think 
that they had the right or authority to approve budgets without sub- 
mitting them to Washington. So far as I know it has never been 
done. 

Mr. Parsons. Mr. Chairman, may I add in respect to Laos it was 
not true any previous year when I was there. We felt that Washing. 
ton had some voice in this matter—had the final voice, and I would 
not take upon myself any such things as this. 

I felt 1 should say that because you said just Laos, and Laos this 
year may be a question, but not the years that I was there. 

Mr. Rosertson. I should be very much interested why anybody in 
Laos thought they had authority to approve a budget. 

Mr. Harpy. We have run across a similar attitude in one or two 
other spots. 

Mr. Roserrson. It is contrary to the whole concept of the operation 
of this program. 

Mr. Harpy. We have run across one or two who thought they were 


accountable to nobody. That is why these things, added together, | 


present us with a difficult problem. : 

Mr. Reppan. One other question, Mr. Secretary. The fact that this 
is funded by some other means, this pay increase, does that in any way 
do away with the objections of the State Department contained in this 
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cable that I just read to the effect that this pay increase would have 
qa chain reaction on police, civil servants, resulting in increased deficit 
and creating inflationary pressure? — 

Mr. Rosertson. It was our opinion, as was indicated there, and 
which I repeat now, that the economic justification for the pay in- 
crease had not been made, and that is the reason we had not approved 
it. 
Mr. Revpan. Has it been made as yet? 

Mr. Harpy. That is based on political expediency now. 

Mr. Rozertson. I think you have in your record now that we were 
presented with a fait accompli. The question was whether or not 
we could keep from precipitating a situation which we thought would 
be extremely bad. 

Mr. Harpy. So that the same evils will flow from this no matter 
how the pay raise is funded ? 

Mr. Roserrson. Not necessarily. These things are a matter of 
opinion. Our opinion was we didn’t think an economic justification 
had been made for the pay raise. 

Mr. Harpy. And you are the ones who had the authority to do that ? 

Mr. Rosertson. We were and, as you can well imagine, were very 
much concerned and very critical of the action that was taken without 
our approval. 

Mr. Reppan. Has anything happened since that date which would 
make you change your opinion as to the economic justification of a pay 
increase ¢ 

Mr. Rosertson. I think it is an awfully short time in which to judge 
as to the long-range economic effects. I can say this, that whatever 
we thought about it here, the Lao Government thought it was a ques- 
tion of top priority. 

Mr. Harpy. I think that perhaps is a question we don’t need to 
explore. I don’t know whether there is any point in spending time 
on making an evaluation of that because it is a matter that is already 
accomplished. 

Mr. Ropertson. We have it in the record, in the telegram which 
you have. There is nothing we can add to that. 

Mr. Harpy. This is a cable that we were denied when we first asked 
for it, on the grounds of executive privilege. It was sent out to 
Vientiane and signed by Dillon. 

Mr. Rosertson. Signed by him as Acting Secretary ? 

Mr. Harpy. As Acting Secretary. 

Mr. Rozertson. Who did the cable come from? What clearance 
did it have ? 

Mr. Harpy. I don’t know who cleared it. The interesting thing to 
me is that this cable was withheld on the grounds of executive privilege. 

The final item in the cable is: 

(The following paraphrase was substituted for security reasons:) 

Cable.at once the comparison between the annual pay and allowance scale in 
local currency for calendar year 195S and for calendar year 1959 by rank. Also 
send any other information that could be useful in determination of the justifica- 
tion of the pay raise increahing the budget. A listing of wage categories and a 
revised budget which includes the pay raise over the 1958 budget expressed in 
local currency with the justification for each category especially desired. 
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At this date, which was February 5, Vientiane is asked to provide 
information which would justify this action. I don’t know whethep it 
wasn’t in existence in Washington or not. 

Mr. Rosertson. Mr. Chairman, there isn’t anything peculiar aboy 
that message. It merely is trying to pursue this question of whethe 
there was an economic justification for the raise. The people in the 
field—it was a recommendation of the whole team out there. The Lao 
Government put the highest importance, placed the highest impor. 
tance upon it. We here in the Department were still trying to seek 
the information, what were the economic factors which made them 
think that that was the proper thing to do. 

Mr. Harpy. This was a retrospective request. 

Mr. Rosertson. It was a continuation of our—we were faced with 
this proposal in the Department without the information which we 
thought anyone should have to justify the increase. We didn’t have 
it and they sent out this message in order to get it. 

Mr. Harpy. That is a little difficult for me to understand. That 
particular cablegram reads in part: 

(The following paraphrase has been substituted for security rea- 
sons :) 

There follows a list of documents referring to 1958 and 1959 Army pay in- 
creases which are being made available to the Foreign Operations and Monetary 
Affairs Subcommittee—the present communication not being made available js 
being claimed privilege at least until receipt of your reply. 

Maybe it isn’t significant, but it seems odd to me that a month after 
the increase had been agreed to and had become effective you asked 
the field to provide justifications which would have normally been ex- 
pected to be on hand in the Department. 

Mr. Parsons. May I speak to that? 

Mr. Roserrson. Please do. 

Mr. Parsons. Mr. Chairman, since I was one of the clearing officers 
on that, my recollection is that one of our motivations in requesting 
that this be considered privileged—and it is not my province—— 

Mr. Harpy. That I don’t object to except I don’t think you have 
any right to do that to start with, but that is a matter of opinion, 
apparently. 

Mr. Parsons. That is something that is not in my field. 

Mr. Harpy. That is not in issue here. 

Mr. Parsons. At any rate, we wanted our people in the field to 
have a chance to have their explanation of this matter put forward. 
We had no chance to ask for the justification for this matter before 
it went into effect, as Mr. Robertson has explained. With the passage 
of time we certainly were not becoming less concerned about the lack 
of information to justify this matter. We wanted to nail down very 
precisely all the missing information which we should have had in 
advance of this commitment. 

Mr. Harpy. I can understand that, Mr. Parsons, and I don’t want 
to belabor this whole discussion on this particular point. But Dr. 
Moyer, a while ago, indicated that the Mission had the mistaken con- 
cept that they had the authority to proceed. You indicated that you 
didn’t have that same—— 

Mr. Parsons. I never considered that I had. 
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Mr. Harpy. Dr. Moyer testified on the basis of information he 
oathered during his recent visit in Laos, that the Mission was operat- 
mg under the concept that W ashington approval of the budget was 
not necessary. My recollection of his testimony is that this miscon- 
ception existed during your tenure. Apparently you didn’t know 
about that. ; 

It is understandable why the Department might be trying to get this 
information from the Mission for action which they took which they 
thought they already had the authority todo. Itisall right. I don’t 
vant to pursue it. ‘This thing is so split up here, so hard to under- 
stand, that sometimes I almost get to the point of frustration in trying 
torun down answers to these things so that we can at least get some idea 
of why they were doing it. 

[ had hoped that we would be able to conclude this phase of this 
particular discussion today, but we have one element here that we 
haven't touched on. 

This Operation Booster Shot proposition we still have to dispose 
of. I had hoped that we would finish and not have to get you all to 
come back. I don’t know how long it would take us. I know how 
busy youare. I don’t like toimpose. Iam just wondering what pro- 
cedure we can follow to try to avoid the necessity for occupying any 
more of your time. 

Mr. Ropertson. It is no imposition on me, Mr. Chairman, to come 
here. This is a terribly important thing that you are doing. I 
should be very much disturbed for you or any other member of this 
committee to get an idea that there are any answers to these questions 
which you are being denied, because we don’t have any objective in this 
world different from yours. 

Our objective, what we are trying to do in Laos, is what every 
American would like to see happen. If we make mistakes doing it, 
we ought to correct the mistakes. And you will surely continue to 
make mistakes around the world as long as we have human beings 
doing to job. ‘The best we can do is to minimize the mistakes, to cor- 
rect everything that is wrong. 

Mr. Harpy. I know that that is your attitude but you have no idea 
of what a job we have had getting some of this information. You 
have no idea the extent to which we really had to press with Defense 
inorder to get it. 

Mr. Rogertson. I would like to continue down here and I weuld 
like for you to ask us any questions that you would like to ask us. If 
I can’t give the information to you from my memory, I will get it 
and provide it for the record. 

Mr. Harpy. Can you and Mr. Parsons conveniently come back in 
the morning ? 

Mr. Rozertson. I will come. 

Mr. Harpy. I think we had better adjourn now. It is almost 5 
dclock. We will reconvene at 10 o’clock in the morning and dispose 
of this as quickly as we can because I don’t like to tie you people up. 

Mr. Roserrson. Don’t consider us. We are here to give you the in- 

| formation you want. We will be glad to come back in the morning. 
| Mr. Harpy. Let the subcommittee stand adjourned, to reconvene at 
| lNo’clock in the morning. 

(Thereupon, the subcommittee was adjourned, to reconvene at 10 

| im, Thursday, March 19, 1959.) 
410675915 














The s 
room 30 
man of t 

Memk 
S. Mona 

Also ] 
Jr., cowl 
mour, cl 

Mr. H 

Let tk 
myself, | 

Yeste 
wanted 
project, 
ment in 
which h 
way to « 
defer th 
matters 

We ca 
rectly w 
quickly : 

Mr. R 
think th 

Mr. H 

Mr. M 


FURTHE 
DIREC 
TIONA 


Dr. M 
state. I 
quarters 
proval o 
what wa 


UNITED STATES AID OPERATIONS IN LAOS 


THURSDAY, MARCH 19, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS, 
AND Monerary AFFAIRS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., in 
room 304, Old House Office Building, Hon. Porter Hardy, Jr. (chair- 
man of the subcommittee) , presiding. 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, and John 
S. Monagan. , 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel; Walton Woods, staff investigator; and Phyllis M. Sey- 
mour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mrs. Kee, Mr. Monagan, and 
myself, constituting a quorum under the subcommittee rules. 

Yesterday I believe we had practically concluded the matters we 
wanted to discuss with Mr. Robertson and Mr. Parsons up to the 
project, Booster Shot. I understand that Dr. Moyer has a brief state- 
ment in connection with some of the matters we discussed yesterday 
which he would like to present for clarification. Perhaps the orderly 
way to do it would be to have that now. But I am more disposed to 
defer that in the interest of trying to expedite the conclusion of the 
matters we need Mr. Robertson for, if you will. 

We can do it either way. Would you prefer that we proceed di- 
rectly with the Booster Shot proposition so that we can let you go as 
quickly as possible ? 

Mr. Rosertson. I appreciate your consideration very much, but I 
think that with your permission we will let Mr. Moyer proceed. 

Mr. Harpy. That will be fine. 

Mr. Moyer, will you come up to the table, please? 


FURTHER STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL 
DIRECTOR, OFFICE OF FAR EASTERN OPERATIONS, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


Dr. Moyer. I feel that the matter was left in an unsatisfactory 
state. I checked matters bearing on the impression I found in certain 
quarters in Laos that there was a past history and review of the ap- 
proval of military support items which perhaps gave a precedent for 
what was done this year. 


218 
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Mr. Chairman, quite understandably we are considerably disturbeq 
about that, and no adequate answer was given. So I would like ty 
clarify the point at this time. 

Mr. Harpy. Go right ahead. 

Dr. Moyer. There are two general phases in this process of review 
and approval. The first starts in the country—let’s specify Laos right 
through—with a kind of hearing which the PEO conduets of the 
Government’s proposal for military budget support. In these dis. 
cussions the proposed military budget is reviewed chapter by chapter 
and there generally is a USOM representative present as an observer. 
Out of that, the PEO reaches conclusions as to what it thinks would 
make sense, and these then are discussed with the Country Team, 
After there is general approval within the Country Team the pro- 
posed budget is sent to CINCPAC and by airgram to the agencies jn 
Washington. CINCPAC usually conducts a fairly detailed reviey 
and draws up its conclusions and recommendations on the basis of that 
review, and the Department of Defense also reviews it. Out of this 
comes what you might say is a military judgment as to what would 
make sense in this budget for support. That is phase one. 

Phase 2 begins subsequently. In this ICA plays a prominent role 
necessarily because the funds that are made available are provided 
out of funds available to ICA. Therefore, after having the military 
judgment, the proposed amount is reviewed in Washington by the 
concerned agencies, in consultation between State, Defense, and our. 
selves. 

Quite often no reason is found to change the military recommenda- 
tion. Sometimes a reason is found to change the recommendation and 
then it is taken up by cable with the field, and so on. 

This process, phase 2, ends eventually with an agreed amount 
which is put into a document by way of a recommendation which | 
send to the Director of the ICA and which is concurred in by State 
specifically and previously by general agreement of the Department 
of Defense. This is the end of phase 2 and this is the general process, 

With respect to Laos, we have documents showing this process 
from 1955 through 1958. In the time we had, naturally I didn’t have 
time to collect a complete file. But I do have here illustrative approval 
items which I would be very pleased to leave with the committee. 
There are others which we can get and we would be glad to provide 
them. But a quick mention of what these documents are will show 
the kind of process which we actually went through. 





{The documents referred to were submitted but are not included in 
the printed record for security reasons] 


Taking 1955, the amount for Laos was set forth in a Presidential 
determination because the funds for that year were in a section of the 
Mutual Security Act which required Presidential approval. I have 
here a copy of that document, including the approval statement by 
President Eisenhower, dated February 3, 1955. 

Mr. Harpy. That is for the pay raise ? 

Dr. Moyer. No, sir, this is for military budget support. I am 
talking here about the military budget support. 

Mr. Harpy. Would the pay raise have been an item in that? 
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Dr. Moyer. This was before that, because this was approved 
February 3, 1955, and my understanding is that the pay raise didn’t 
occur until the summer. 

[ have here a second document which gives the approval for the 
1956 items, and as I think has been brought out in previous discus- 
sions in general, the military budget in Laos is calculated on our 
calendar year basis, not on our fiscal year basis. So that the figures 
refer to requirements for t he calendar year. The document here, which 
bears my signature requesting approval, is dated December 9, 1955. 
This is for the calendar year 1956. It also bears—— 

Mr. Monacan. What do you call that document ? 

Dr. Moyer. A program approval document. These are called pro- 
ram approval documents. 
~ Tt also bears the signature of Mr. Hollister, who was Director at 
that time; and of Dr. FitzGerald, in our agency; and it was cleared 
through the coordinating agency in State. The person at that time 
was Mr. Barnes, I believe. There are initials here. 

Mr. Harpy. What did you say was the name of that document ? 

Dr. Moyer. We generally refer to them as program approval docu- 
ments. . This one, at the top, says—the first sheet is the summary sheet. 

Mr. Harpy. What happens to that document after it is signed ? 

Dr. Moyer. After it is signed and approved, we cable the content, 
in summary form, to the Mission and subsequently send them copies 
of the approval document and allot the funds approved. 

Mr. Harpy. It goes out to the field. Where does it go? Does it 
go to the Mission, the Chief, PEO, in this case ? 

Dr. Moyer. It goes to USOM. 

Mr. Harpy. It goes to USOM ? 

i Dr. Moyer. Yes, sir, because the USOM, of course, is the agency 
representing 

Mr. Harpy. What year is that for? 

Dr. Moyer. This is for calendar year 1956. 

Mr. Harpy. I notice this is apparently a justification which came 
back from Vietiane on January 10, 1959, and has the statement: 





For the years 1957-58 the only approval of ANL budget as prepared by Chief 
PEO has come from CINCPAC and it was the opinion of Chief PEO that 
CINCPAC approval of the 1959 budget was tantamount to Washington approval. 

How do you reconcile this statement with the information you have 
just given the committee ? 

Dr. Moyer. I might mention this refers to 1956. 

Mr. Harpy. I understand. Unless the practice changed after 1956. 

Dr. Moyer. There was some change and I would like to describe 
what that change was. I am going chronologically through the years. 
This is 1956. 

Now, in 1957 approval was given on a month-by-month basis, and 
Ihave documents illustrating that also which I have here and will 
submit. 

There were two principal reasons for the shift to that basis; there 
were some subsidiary reasons, but two principal ones. The first one 
was that at the beginning of the year there was no complete agreement 
as to what the fieure should be. As one document I have here shows. 
the Lao request was for about $48 million. The PEO reduced that 
to $32 million, and in January CINCPAC made a tentative prelimi- 
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nary judgment of $25 million. But the final figure—I believe this 
date is correct—was not agreed on until late in April; I think after 
CINCPAC had actually sent a team to Laos, or a team from CIN. 
PAC had gone to Laos to look further into it. The $25 million figure 
at that time became almost $27.5, I think. But at the beginning of 
the year there was no general approval. 

We went ahead, however, making payments on the basis of the tep. 
tative CINCPAC figure of $25 million, because it was necessary of 
course to meet the payments to the army. 

There were other reasons, but the fact is that in 1957 we did begin 
approving the amount for military support on a month-to-month basis, 
So it is not quite accurate to say that it was not approved. It might 
be accurate to say that there was no overall approval such as there 
was in 1955 and 1956, as represented by these documents. But it jg 
not accurate—I don’t quite remember how that statement was phrased, 
but let me put it this way: There were approvals in both 1957 and 
1958, though on a partial basis. 

Mr. Harpy. Can you explain the statement that in 1957 and 1958 
the only information the Chief PEO had that the project had been 
approved, or that the funds had been approved came from CINCPAC} 

Dr. Moyer. I would find it difficult to explain that because these 
approvals were sent out in cables, and later in reproduced form, and 
certainly these cables and documents were available to the Chief of 
PEO. 

Mr. Harpy. This statement bothers me and it seems to be a pretty 
sharp conflict here. Maybe we can clear it up if we have documentary 
evidence. Do you have any documentary evidence that these ap- 
provals were actually sent to the Mission, or directly to the Chief 
PEO, or to anybody else ? 


Dr. Moyer. I don’t have them but I am sure we can get them and | 


will be very glad to do so. There were cables transmitting these ap- 
provals as they were made. I don’t happen to have them with me but 
I amsure I can get them. 

Mr. Harpy. i think we are going to need something to give us 4 
clearer understanding of just what did happen here, because this ap- 
parently is an effort to justify what has been done on the part of the 
Chief, PEO. If he had previously received any information that 
Washington had approved it, I think we ought to know how they got 
it and what form it was in when it got there, 

Dr. Moyer. I would be very glad, sir, to get that kind of evidence 
and I think we can supply it. 

Mr. Reppan. Are you going to supply those cables, Doctor? 

Dr. Moyrrr. Yes, sir, I will be very glad to. I will leave these here, 
if it is desired, to look at them. 

Mr. Harpy. With respect to the documents you have, the staff will 
take a look at them after we get through so we can determine which 
of them might be needed to clear up this matter. 


[The documents examined are not included in the printed record for 
security reasons | 


Dr. Moyer. In 1958 approval also was given on a partial basis, 
mainly because by that time monetary reform loomed on the horizon 
and we were very uncertain as to what we should do by way of addi- 
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tional payments. _As you know, beginning July 1, we made no further 
payments for military budget support in dollars until after monetary 
rerorm. : ‘ 2 ; 

Mr. Harpy. How did the approvals for the period of 1958 prior to 
July 1 get over there ? f 

Dr. Moyer. In the same way. First with partial Ercan here 
in Washington, which we have documents for, and then by cable 
notifying the USOM. And I am sure that the PEO must 

Mr. Harpy. You are familiar with this secret document that I have 
referred to; are you not ¢ . 

Dr. Moyer. Yes, sir. In fact, Mr. Chairman, what you have read 
ig really what I was reporting yesterday when I said that there was 
some impression over there—— | ' 

Mr. Harpy. You were testifying yesterday on the basis of this docu- 
ment that we had before us rather than any personal knowledge that 
ou had of the situation ? 

Dr. Moyer. It was on the basis of my personal knowledge gained 
in my visit to Laos about a month ago, because they made the same 
statements to me. 

I might say that at that time I reviewed this general process, which 
Ihave just done here—— 

Mr. Harpy. You reviewed that with the Chief of the PEO? 

Dr. Moyer. Yes, sir, including John Heintges. He was in the 
rom. They seemed to think there must have been some misunder- 
standing. It was agreed at that time that from here on this situation 
would be straightened out. So I think we can say that action to 
correct the problem has already been taken. But I did not get it 
from this document orginally. I got it from my firsthand knowledge 
because I was told the same thing in Vientiane. 

Mr. Harpy. You got it from your discussion there, rather than 
from any knowledge in Washington that it was taking place. Ap- 
parently nobody here knew what was going on. 

Dr. Moyer. We didn’t know that there was this misunderstanding. 
Because I think our cable record will be quite clear. The actual sub- 
missions when they come from the field don’t say “we have done 
such and so.” ‘They say “we request” or “we recommend.” It is 
always in terms of requesting Washington action. I think this will 
be true in every case. And I believe that is what Ambassador Par- 
sons was referring to yesterday. 

I think that will be clear in the record and I think that other items 
will bear out that we never have had any other thought than that 
responsibility for decision is made here in Washington and people 
in the field are not free to make commitments until they are notified 
ofthe decision. This certainly was our clear understanding. 

Mr. Harpy. I hope we can clear this whole matter up. Does that 
conclude your statement ? 

Dr. Moyer. Yes, sir. 

Mr. Harpy. Let me ask you one question which occurred to me in 
connection with a couple of statements that you made. 

You said that under general procedure, PEO conducts a hearing 
on the proposals from the Lao Government. 

Dr. Moysr. Yes, sir. 

Mr. Harpy. Isn’t it true that most of these proposals are actually 
generated by the Mission or by the PEO? 
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Dr. Moyer. My impression is not, because, for one thing, ¢} 
usually come in with very much inflated figures. I think it is se] : 
that the Lao Government’s figure isn’t cut down substantially, 

Mr. Harpy. That doesn’t necessarily mean that the program orig; 
nates in the Royal Lao Government. Actually, they would hardly 
know what to ask for in terms of equipment unless they had Some 
advice from some of our people. ; 

Dr. Moyer. They have French advisers, sir. 

Mr. Harpy. In other words, are you suggesting that representative, 
of the French Government are the ones who are actually stipulating 
what our military assistance program will consist of? ~ F 

Dr. Moyer. I don’t think that follows. 

Mr. Parsons. May I supplement what you said on that ? 

The Government of Laos, like a number of governments in the Ori. 
ent and other places, too, hires people of other nationalities ag aq. 
visers. In the Lao Government there are a number of French ad- 
visers in various departments, paid for out of Lao funds, owing their 
allegiance to the people who pay them. They are French nationals 
of course. 

Mr. Harpy. I can understand that kind of practice going on, but] 
would be very much surprised if these requests come exclusively from 
the Lao Government, or its paid employees from foreign countries, 
because in every situation that I have encountered in the development 
of these proposals our own people play a substantial part in it, ] 
don’t know how in the world we can do anything intelligently unles 
they did. 

Mr. Parsons. Mr. Chairman, of course our people are in it. But] 
don’t think it was suggested that these come exclusively from the Lao, 

The procedure which was always followed was that the Lao Gov- 
ernment, like any other sovereign government, set up its own budget, 
However, since it cannot pay for its military budget, it then submits 
its budget to us. The PEO, as Mr. Moyer has testified, is the firs 
American agency to take a crack at it. In the give and take, of course, 
American ideas are put into it. 

Mr. Harpy. The American ideas must be involved, Mr. Parsons, in 
the breakdown of that budget which forms the basis which enables 
them to arrive at a figure. 

Mr. Parsons. Certainly American ideas are in it because we have 
been in continuing contact with them. 

Mr. Harpy. I can’t conceive of this kind of a government, operated 
almost exclusively with our financial help, originating, on the basis of 
French ideas or on Lao concepts, a military program. If that is the 
case, then maybe we have gone the wrong route by even having 
PEO in there. Maybe we ought to have somebody who has strictly a 
review function. If that is what you are going to do, we can do it 
back here in Washington. 

Mr. Roserrson. Mr. Chairman, I agree with everything that you 
say, that these programs that we approve ought to represent the judg- 
ment of our people on the ground as to what is proper, and they do 
represent that. That is the reason we have a PEO there. But they 
come in with a budget. 

You can go to country after country and in looking at these things 
you will see that they often recommend things that our military 
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eople won't accept. And the purpose of the man being there is to 
cee that the military budget is realistic and is a proper one. 
~ Mr. Harpy. I am sure that that is a fact. But on the other hand, 
[am also certain that if our people don’t suggest some of the items 
that should go into that budget, it would be a totally unrealistic budg- 
et, and that would have to happen before the budget is built up 
and ever submitted. 

Mr. Roserrson. Of course, we do suggest. ‘T hey are in consulta- 
tion with them on the military programs all the time. I am sure the 
Department of Defense, which has appeared before you, takes an 
active role in the military programs of these governments. 

Mr. Harpy. I would hope so. I really would. 

Mr. Rozertson. If that isn’t so, I would be the worst informed 
erson in this room. 

Mr. Harpy. Is there anything further on this? 

Mr. Reppan. Dr. Moyer, in your discussions with the Chief PEO 
recently, in connection with this pay raise, he told you, as I under- 
stand from your testimony, at that time that he had not seen this 
Washington approval for 1957 and 1958. 

Dr. Moyer. No. What he told me—I won’t attempt at this time 
to repeat the words, because 1 don’t remember the precise words; in 
effect, it was that he felt it was the CINCPAC relationship—I have 
been trying to reconstruct the scene more specifically—but what I am 
sure of is that there was something of this sort in the past, so that as 
far as he knew, the approval seemed to come from CINCPAC. They 
had something from CINCPAC. My recollection of it was that his 
impression was tied to his relations with CINCPAC and he wasn’t 
too clear on these other phases that I have described. 

Mr. Reppan. At that time was it your understanding that he did 
not know that Washington had to approve these, and that he had not 
received Washington approval? 

Dr. Moyer. I think I got the impression that he did not think that 
special approval from Washington was required. I believe that 
would be a fair statement of what he told me. 

Mr. Reppan. Did you also understand that he had not received or 
had not seen copies of Washington approval ? 

Dr. Moyer. I didn’t discuss that. I don’t know about that. 

Mr. Reppan. So that you made no further investigation to de- 
termine why the Washington approvals hadn’t gotten to him? 

Dr. Moyer. No, sir. 1 was primarily concerned, because we were 
concerned, with this high figure. And I wondered whether there was 
any way to cut it down, That really was the essence of what I dis- 
eussed with him. In the course of that, these other matters came out. 

Mr. Reppan. When did you first learn that the Washington ap- 
provals had not reached Chief PEO? 

Dr. Moyer. I had it confirmed on my return. I knew that the ap- 
proval had not been given when I started on the trip, which was 
about the Ist of February. 

Mr. Reppan. That what had not been given ? 

Dr. Moyer. That the approval had not been given. When I had 
left Washington around the 1st of February. 

Mr. Reppay. I am sorry; I think you misunderstood my question. 
I was directing my questions to the statement in this cable from the 
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Chief PEO, to the effect that he had not received any Washingto, 
approvals for the years 1957 and 1958. 

Dr. Moyer. That part of it I didn’t discuss with him. And J 
didn’t even know that he put it quite in those terms. 

Mr. Reppan. My question is, when was the first time that you 
learned that the Chief PEO had not received Washington approval 
for those 2 years? 

Dr. Moyer. I might say that today is the first specific mention of 
it in those terms. 

Mr. Harpy. Did you see this document we have been referring to! 
Would that normally come to your attention? Who is it addressed to? 

Dr. Moyer. I believe I have not seen that particular document, — 

Mr. Harpy. That is not the kind of document that would normally 
come to your attention [handing to Mr. Moyer]. 

Dr. Moyer. I think, sir, I have seen this. It reached us just about 


the time I was getting ready to go. I don’t remember reading the | 
particular part that you called my attention to, but as I look oye, | 


the first part of this, it looks familiar. I did not study 

Mr. Harpy. If it did come to your attention, that particular section 
didn’t seem to have any too much significance, I take it. 

Dr. Moyer. I think, sir, it was more that I was just about to leave, 
and did not take the time to study it carefully as I might have other. 
wise. 

Mr. Harpy. Thank you, Dr. Moyer. I am delighted that we hay 
had this chance to amplify a little on this particular subject. 

Dr. Moyer. I appreciate it very much. 

Mr. Harpy. I believe in our discussion yesterday, Mr. Parsons, we 
did not have your statement. I believe your statement was addressed 
particularly to the Booster Shot proposition; is that correct? 

Mr. Parsons. Yes, sir; it is. 

Mr. Harpy. Suppose we start right there. And if you haves 
prepared statement I think it might be a good ideas to read it at this 
time. 





FURTHER STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS; ACCOM- 
PANIED BY HON. JAMES GRAHAM PARSONS, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Parsons. I will be glad to doso. 
As this is inevitably interrelated with all our business in Laos, you 


will find that this statement covers or mentions some of the thing | 


which have been covered yesterday. 

Mr. Chairman and members of the subcommittee, I appreciate the 
opppstmnity to appear before this subcommittee to discuss elements 
of our foreign policy with respect to Laos and the degree to which they 
have been realized. Since the subcommittee has already heard Mr. 
Dillon, Mr. Robertson, and Mr. Kocher and has heard or will hear 


Defense and ICA witnesses, my prepared statement is brief and relates | 
to the December 1957 to June 1958 village aid program in relation to | 


which the subcommittee has expressed interest in hearing from me. 
With the signature of the political and military agreements between 
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the Royal Government of Laos and the Pathet Lao rebels in Novem- 
na os was at peace for the first time since attaining its in- 

ber 195/, 1a I : : a ; = 4 

dependence. It was also the first of the divided countries to attain na- 


ional unity. a Se 
' [ Security deletion ] 


The conclusion was that it would be cont rary to the national in- 
terest of the United States to terminate our assistance to Laos for, 
as Secretary Robertson has stressed, such termination would be tanta- 
mount to abandoning Laos to the Communists. This, in turn, would 
adversely affect the security of southeast Asia and would surely in- 
crease the cost to the I nited States of our efforts to preserve freedom 
there. At the same time the evident abandonment by the United 
States of a free people, who desired to consolidate their newly obtained 
independence throughout their national territory, would not be over- 
looked by other free peoples dangerously situated with respect to 
the Sino-Soviet periphery, and would have repercussions difficult to 
measure. It was therefore decided to continue in Laos with the same 
tenacity and determination which had characterized our efforts in 
the area ever since the dark days of Dienbienphu. 

We recognized that the task required a special effort and that suc- 
cess could not be guaranteed in advance. 


[Security deletion ] 


In late January the Department requested the ICA to approve a 
program for $500,000 for Laos from the special assistance fund for 
this purpose. It pointed out that the kinds of projects envisaged met 
the criterion for mutual security support and would clearly further 
the objectives of the program. 


[Security deletion] 


The program was highly organized, remarkably efficient despite the 
dificult circumstances prevailing in Laos and reflected, in my opinion, 
great credit on the personnel of the various participating U.S. 
agencies. 

However, on balance I feel that despite whatever mistakes or short- 
comings it may have had, the village aid program has contributed im- 
portantly to the present trend in rural Laos which is generally one 
of the decreasing Communist morale and influence and increasing 
effectiveness of the non-Communist Government. This represents a 
reversal of the trend existing at the time the program was instituted 
and is further justification for this expenditure of public funds. 

Mr. Harpy. Mr. Parsons, on page 2 of your statement, you say : 

The conclusion was that it would be contrary to the national interest of the 
United States to terminate our assistance to Laos. 

By whom was that conclusion made? 

r. Parsons. That conclusion was reached in Washington by the 
Department of State, by the Secretary himself, I believe, in consul- 


tation with the other interested Government agencies prior to that 
time. 
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[Security deletion] 


Mr. Rosertson. The Secretary of State made the decision to 
approve. 
[Security deletion ] 


Mr. Parsons. That was primarily for these other kinds of programs 
such as digging wells, access roads to villages that couldn't get : 
market or couldn’t get anywhere, simple little village schools putting 
up a hut with a tin roof over it and bringing the children together 
putting the pagodas, the village center community halls, togethe 
again. 

_Mr. Harpy. Did it also include these things like the rice drop fron 
airplanes? 

Mr. Parsons. Booster Shot, as it developed subsequently, included | 
drops of rice to the people in impoverished areas, particularly in the 
two provinces, but in other places where there were crop failures, | 

Mr. Harpy. What other activities were included in this Village aid | 
program other than the brotherhood teams and Operation Booster | 
Shot ? 

Mr. Parsons. The other activities were the ones I have mentioned, 

Mr. Harpy. How were they conducted? Didn’t they have a name} 

Mr. Parsons The digging of wells? 

Mr. Harpy. This was a specialized 

Mr. Parsons. I am afraid I don’t understand you, sir. 

Mr. Harpy. This was a specialized aid program ? 

Mr. Parsons. Yes. sir. 

Mr. Harpy. It was instituted for a particular purpose and it was 





not tied in with your normal program of technical assistance or some | 
thing of that kind which would normally be expected to participate | 


at least in your well-digging program. 

Mr. Parsons. Yes. I mean well digging would be a normal type 
of project assistance if such project could be set up in Laos as in any 
other place. Asa matter of fact, some of these type things were in- 
cluded under projects. 

Mr. Harpy. You were there for a good many years and know the 
kind of things people needed most. I am surprised you didn’t have 
some of those projects going on. 

Mr. Parsons. Wedid. We did, indeed. 

Mr. Harpy. You had the Operation Brotherhood teams and you 
had the Operation Booster Shot which I want to talk about specif 
cally in a little while. 

I am trying to understand the amount that was involved in thes 
two undertakings and see how much was left for the others and how 
the others were actually controlled. You must have had some special 
teams that were sent out to see that they were carried out. They 
woudn’t automatically take place. 

Mr. Parsons. These things under the special village aid program! 

Mr. Harpy. That’s right. 


[Security deletion] 


Mr, Parsons. The people who reported to us from the field cer 
tainly were doing their best to report accurately. 
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Mr. Harpy. I am not questioning that for a second. ‘That is what 
Tam about to lead up to. Do we have any document that sets forth 
the manner in which this thing was supposed to have been carried 
out, and who was supposed to be responsible for it? 

Mr. Parsons. Yes, sir. Your committee counse] has read that 


ument. ed ; 
"a [Security deletion] 


Mr. Harpy. I can understand how your Chief, PEO might have 
come up with some very useful ideas in this area. But at the same 
time he might have had extreme difficulty in trying to find ways to 
carry them out in the limited time which he had to do it. _ 

Mr. Parsons. That was indeed a difficulty. It was a short time. 

Mr. Harpy. That is why I am trying to understand how it was done. 

Actually we up here try to understand these things a little bit more 
than on a basis of pure theory of what somebody has in his mind. I 
don’t question the motive behind this at all. But I am concerned 
about how it was carried out. And thus far I don’t think we have 
had any indication as to any reasonably successful execution of it. 

And if there is any documentation that has been submitted to the 
staff I am not aware of it. 

We have a lot of photographs of your Booster Shot operation 
showing the material that was dropped. But the best knowledge 
[have is that there isn’t anything to indicate very clearly that the 
supplies that were dropped on the ground actually got to the point 
where they could be consumed, where it would really do any good. 
Maybe they were. Lut 1 am not overly impressed by a happenstance, 
ifthat is what it was. 

Mr. Parsons. Mr. Reddan, your Counsel, had read a despatch from 
Vientiane, dated June 18, 1958, which is, with enclosures, at a guess, 
quite a few pages, 35 pages of detailed explanation of how this proj- 
ect was organized, what projects were approved, how they were car- 
ried out, the quantity of materials that were airdropped, and all the 
various aspects of it. 

That certainly is far more comprehensive than anything I could 
say orally from my recollection of the despatch. I would be glad 
togo through it for the key points. 

Mr. Reppan. We have that despatch, and we want to incorporate 
itin the record by reference. I do not intend to put the document 
in the record as such, but I do want to incorporate it by reference. 

Mr. Harpy. The document sets forth a considerable amount of 
planning that went into this, and it gives some information about 
specific amounts of supplies that were dropped in the airlift pro- 
gram. But I don’t think it tells very much, at least not to my satis- 
faction, that can directly pinpoint the actual usefulness of these 
things. Maybe you can do it. 

Mr. Parsons. I think that has to be a matter of judgment, Mr. 
Chairman. It is very hard to assess that. 

Mr. Harpy. If you drop a flock of supplies in the jungle, Mr. 
Parsons, it will be pretty hard for anybody to exercise any reason- 
able amount of judgment to determine whether or not they were 
properly used. I don’t know. Maybe they did, but it is an awfully 
| mp azard thing. I am certainly not going to be one to say that we 
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shouldn’t have done it. But I am trying to understand What We 


did do, and if possible to evaluate what we gained by it. 

Mr. Parsons. I can’t agree that it was haphazard. But I do 
that it is very difficult to judge exactly what we gained by it lt 
we are still gaining benefits from it even today. ~ 2 

Mr. Harpy. We have information from one airplane pilot wh 
participated in the airdrop who thought what he was sup aa . 
— haphazard. oe 

Mr. Parsons. I might say this, it is very difficult 
pilot in Laos to be sure that he is over the right point. for an sitplai 

Mr. Harpy. I think I can understand that, too, with the jung) 
there. It is hard to tell where he is. rae 

Mr. Parsons. Also, with the weather conditions and the lack of 
navigational aids we sometimes have to do it two or three times befors 

ou get to the right point and are sure of it. That probably is wha 


e was referring to, because you don’t fly that way in this country, | 


[Discussion deleted for security reasons] 


Mr. Rosertson. I can’t agree that there is a tendency to keep the | 


Congress in the dark. 

Mr. Harpy. I wouldn’t expect you to agree with that. You areey. 
periencing it from that end of the avenue and I am experiencing it 
from this end of the avenue and we don’t always come up with the 
same kind of experience. 

Mr. Rozerrson. That’s right. I think I can testify about the jn. 
tent, however. 

_ Mr. Harpy. You can testify about your own intent, but I am no 
sure that you can about some of your associates. 

Mr. Parsons. I would be glad to associate myself with my ass 
ciate, Mr. Robertson. 

Mr. Harpy. I am delighted we have two in your camp now. If 
we could get a few more down here and get them committed we would 
be in a lot better shape. 

Mr. Reppan. Mr. Parsons, you testified before the House Commit- 
tee on Foreign Affairs on May 7 and 6 of last year. It was just at 


that time that Operation Booster Shot was coming into fruition, that | 


is, the final results. Did you tell the Foreign Affairs Committee at 
that time about the operation, the necessity for it ? 

Mr. Parsons. I don’t recall offhand. I am sure there was no de 
tailed discussion of it. I can also assure you there was no intent on 
my part to conceal anything that was of interest to that committee 


[Security deletion ] 


Mr. Reppan. Out in Laos it was no secret that this was an Amer- 
can operation, was it? ‘There were military planes with our insignia 
on them ? 

Mr. Parsons. Some were. Some were MAP planes, some were Lao 
planes, there were various types of planes involved. 

In that connection, since the Communists did try to take credit for 


this thing, it then became quite desirable to have the American i- | 


signia on the planes flying over these places because it disproved, tt 
made the Communists out as hars. 
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[Security deletion] 


Mr. Rosertson. This was a crash program. Such a program, we 
felt, would do much to counter the anticipated vigorous Communist 
campaign in the villages and the growing criticism that American aid 
benefits the few in the cities and fails to reach the rural population. 
The kind of projects envisaged, for example, the drilling of wells in 
drought areas, bulldozing of simple roads connecting villages, and the 
addition of two Operation Brotherhood teams, meet the criteria for 
Mutual Security support and would clearly further the objectives of 
the program. : ; ‘ 

r. Harpy. I have just one other question. We have been talking 
about documents here. All this material was cleared with Mr. Cor- 
coran. Mr. Corcoran, did you know about this document? 

Mr. Corcoran. I thought you had this document, sir. 

Mr. Harpy. You did? ; 

Mr. Secretary, 1 want to express again our appreciation to you and 
Mr. Parsons for your frank discussion before the committee. I do 
hope that you will go back and give some of your cooperative spirit 
to one or two other folks, and not necessarily confined to the Depart- 
ment of State, you may let it flow over into some other agencies of 
the executive branch. It would certainly make our job a whole lot 
easier and facilitate the things we need to talk to some of you key 

ople about. ; 

Mr. Rosertson. I said to you in all sincerity, I don’t know of any 
of my associates in the Department of State who do not want to be 
cooperative with you and your committee. 

I also would say that in this Laos program, which has been sub- 
jected to a great deal of publicity and attack, abuses did arise that 
concerned us much more than the man who wrote the article for the 
Wall Street Journal or the Reader’s Digest. It was a program that 
we thought that at one time the situation was so bad that we would 
have to abandon it. And we knew perfectly well that if we did aban- 
don it, we would create a vacuum that could be filled only by the 
Communists moving in and taking over. 

I would like to say that what has happened in Laos, instead of some- 
thing that we would have to apologize for, we are proud of. We have 
there today a situation which I think any fair appraisal of it will 
show that free world collective security efforts to keep Laos out of 
Communist control have up to this time sueceeded—we are succeeding. 

We don’t say, no one can say, there are no problems left. There are 
tremendous problems left. But the situation there from an alltime 
low now has gotten to a point where, in our opinion—and I believe it 
would be your opinion—is better than it has been at any time since 
we started aid to this little country back in 1955. 

Mr, Harpy. I am delighted to have that summary. I am pleased 
that some of the signs we see now do seem to indicate that in spite of 
all of the things that went wrong, maybe we have made some progress. 
But I am afraid that before we get through we are going to pinpoint 
some very serious deficiencies involving some U.S. employees over 
there which certainly do not speak well. 

Mr. Roserrson. You will find, again may I say, complete coopera- 
tion and a very earnest desire to correct everything that is wrong. 
But, as 1 said to you in private yesterday, you just don’t burn down 
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your barn to kill your rats. You try to kill your rats some other way 
rather than by destroying your barn. I know you agree with that. , | 

Mr. Harpy. I will buy that. But I also will make the suggestion 
that you had better put some better underpinning under that barn jf 
you expect to have it stand. 

Mr. Rosertson. No one can say that mistakes have not been mage 
We all know that. No one knows that better than the gentleman who 
sits on my right, who worked unceasingly to correct the mistakes, and 
is as much responsible as any other person that I know of for correct} 
them and getting acceptable procedures. We know that mistakes haye 
been made and we know that mistakes always are made in projects of 
large magnitude involving human beings who have to do the work 
But the test of the program is its results. 

Despite all the mistakes, we at least have saved Laos from Com. 
munist takeover, and it looked at one time as if they might get it, 

Also consider the Marshall plan in Europe, trying to save Western 
Europe from the fate of Eastern Europe. I am perfectly certain jp 
spending $14 billion we made a lot of mistakes. But the end result js 
that Western Europe was saved from Communist takeover. 

Mr. Harpy. Western Europe apparently has achieved some degree 
of stability which hasn’t been accomplished in a lot of the other areas. 
It may be, and I sincerely hope that what we have done will have as an 
ultimate effect the maintenance of freedom in a lot of these other areas 
of the world. 

On the other hand, if it turns out that we have simply bought a little 
time, maybe we have paid a high price for it. Maybe it will be worth 
it, [can’t pass judgment on that. 

Certainly, in some of the countries where we have spent a lot of 
money, our position is still extremely shaky, and there could be con- 
siderable doubt as to whether the manner in which we have conducted 
our operations has contributed to the fact that we haven’t made more 
progress and built a firmer foundation for that barn to rest on. 

Mr. Rogertson. In my opinion—and it happens to be the area of 
responsibility on which I spend about 365 days a year of work—I think 
I can say without fear of contradiction that the situation in the Far 
East today is far better than it was 2 years ago—far better. I think 
the people of the Far East and the governments of the countries in the 
Far East, including the so-called neutralist governments, are more 
acutely aware today of the magnitude of the Communist threat to their 
own national independence than they have ever been at any time since 
they took over. 

Mr. Harpy. I hope that is factual and is an accurate reflection of 
what conditions really are. I have no doubt that that is your judgment 
of it. But I am sure, also, as you would agree with me, that if we 
could accomplish the same objective, the same degree of accomplish- 
ment, with a whole lot less money, the taxpayers could certainly standa 
little consideration in that area. 

Mr. Rosertson. I think the taxpayers can stand consideration in all 
areas. 

You were speaking a while ago about the Marshall plan funds in 
Europe. You have, of course, in Europe an area of highly industrial- 
ized people experienced in self-government, and in Asia you don’t 
have any of those factors to work with. You have every conceivable 
kind of instability there. 
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Mr. Harpy. I appreciate that, and it probably makes it all the more 
;mportant that we conduct ourselves in a manner that will properly 
reflect the highest ideals of the kind of freedom that we enjoy. 

Mr. Rosertson. | think overall we do. And I think to try to judge 
Americans by the exceptions rather than the rule is very unfair to 
what Americans have been doing. 

Mr. Harpy. That is unfair, but you know there are a lot of people 
who will do that. It will happen in a lot of areas in foreign coun- 
tries because those are the things that make the headlines, those are 
theonesthatstand out. — 

Mr. RoperTson. Certainly. The book the Ugly American makes 
all the headlines. I consider it to be a gross distortion of the truth. 

Mr. Harpy. We will have to leave for a quorum call. 

Thank you all for coming down. 

Let the subcommittee stand adjourned until 2 o’clock. 

(Thereupon, the subcommittee was recessed, to reconvene at 2 p.m., 
this day. ) 


AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan and myself, con- 
stituting a quorum under the committee rules. — 

Mr. Reddan, do you have some further questions ? 

Mr. Reppan. How long prior to January 1958 had you been in Laos? 

Mr. Parsons. I arrived there, I think, July 24, 1956. 

Mr. Reppan. 1956? 

Mr. Parsons. Yes. 

Mr. Reppan. So you were there nearly a year anda half? 

Mr. Parsons. Yes. 

Mr. Reppan. Had you participated in any of the Country Team ac- 
tivities in planning the programs for Laos? 

Mr. Parsons. I directed and coordinated the Country Team activ- 
ities,so I inevitably was involved. 


[Security deletion ] 


Mr. Reppan. Excuse me. I don’t mean to interrupt, but you are not 
directing yourself to the types of things to which your message refers ; 
the drilling of wells, the building of roads, the construction of schools, 
repairs of pagodas—those are the types of things that, as I under- 
stand you, could have been done by ICA. But here at the last minute 
they are done on a crash basis. 

My question is why; why weren't these things included in the ICA 

programs prior to this time if they are so important and have such an 
impact on the people of the country ? 
_ Mr. Parsons. Let’s get at it this way, then: As time went along 
it beeame more and more apparent that it would be desirable, the 
way the situation had developed, to have our programs reach out more 
into the village areas, and have that direct impact on the people and 
to have it quickly, because Communist subversion, Communist effort 
was growing all the time and our reports indicated there was an ad- 
verse trend in the countryside. I referred to that in my statement this 
morning. 


41067—59——16 
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Mr. Harpy. Let me see if I can understand the kind o : 
that was going on. : Planning Camb 
I gather from that, that until this time there had been little em | in Lac 


phasis on trying to reach the people themselves through this kind negled 
program, through the programs of well digging and improvem power 
in facilities and that sort of thing, and that the principal em mn gestin, 
must have been on trying to keep the Government officials ae worrie 
corner, so to speak. om | reach’ 
Is that a distinction that can properly be drawn in that respect? Thi 
Mr. Parsons. Sir, I think keeping the Government in our corner} = 
not a part of it, but our projects before that certainly had lessem hase Penh 
on this type of rural assistance. But we had to do first things fi : the fe 
with the amount of money wehad. The ferry system, the road aire i, I 
malaria eradication—that certainly affected the people directly ™ the ro 
_ Mr. Harpy. One of the things that has been most severely criticized a 
in information which has been received by the committee has been th was, | 
allegation that we tried to spend too much money into Laos too fast | 
A good bit of the unfortunate developments in connection with the | = 
a of the money over there has been attributed to that. The Fra 
Howell Associates report seems to bear that out. If I read the im. ats 
plication behind the GAO reports, there seems to be a considerab] pu 
element of the feeling that we were trying to spend too much mon ne 
too fast. " what 
I am a little at a loss to understand your reasoning here now, if the pe 
there is any basis in fact in those contentions. Ni Mr. 
Mr. Parsons. I don’t think we are trying to spend too much mone pica 
to fast in the village aid program. , count 
Mr. Harpy. The point is this: The village aid program didn’t seem _ 
to get started until it became a crash program for political purposes ae 
Here was a way that we could reach the people, where we could ie 
make our presence felt upon the people; we could make them realiz | a 
that the United States is interested in people and not just in govern: nee 
ments, but we didn’t do that until we got down to this one operation — 
At least, that is the way I add up what you have been saying. ; beak 
Mr. Parsons. I was starting to make the point that we did face a = 
new situation after these agreements were entered into in November | h r 
1957. It was a completely different situation in Laos. If we wer | » te 
to have any chance of keeping that country on this side of the Bamboo ; - 
Curtain, it was perfectly clear that we would have to make new efforts Fimite 
in every field that we could think of that would be useful and valuable, “e) 
This village aid program was one of such efforts, it was a major one, 5 4 
But even before that, within the limitation of funds, there were proj- ; WI 
ects that were devoted to helping the people in the countryside. th 
We thought that building a road, for instance, between the two a 
capitals would benefit the condition of the people all along the road i 
on both sides, in the provinces. We still think that. We also thought Be 
the ferry, to permit access from Thailand, would promote the. wel- villas 
fare of the people. 1956: 
Mr. Harpy. Mr. Parsons, maybe this is not a proper analogy for wall 
me to make, but I have had a limited contact with a great many prog 
of the countries in that part of the world. I have come out of each of | oa 
them with a feeling that our efforts seem to be directed at continu | ing b 


ing the support of our policies by the people in power. Wehadthism | andy 
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Cambodia; we felt it in Vietnam; and now we run across a situation 
‘n Laos where programs that the people themselves can feel seem to be 
neglected until the votes of those people become important to keep in 

wer the officials whom we have chosen. to support. I am not sug- 
ee ing that they aren't the proper officials. But I get a little bit 
worried when we get into a crash program with which we are trying to 
reach the people. ae ; 

[ had a similar observation in connection with the programs we 
carried on in Cambodia, the road that we are building from Phnom 
Penh to Kompong Som is a wonderful piece of engineering. But 
the fellow who is riding the water buffalo doesn’t get much use of 
it, In fact, he is not likely to let that water buffalo get on top of 
the road; he will keep him on the shoulders. 

If there was one single thing that we accomplished over there, it 
was, 1 believe, to bring out that we ought to take into account the 
attitude of the people of Cambodia a little more closely, and now 
we are running into the same thing in Laos. , 

Frankly, I am mystified and concerned. It leads me right back 
to this: We put the village aid program on when it had a political 
purpose—to serve to keep in power the rulers whom we had chosen 
to support, and having got past that hurdle, so to speak, I wonder 
what we are doing now in those same areas where the impact upon 
the people can be strongest. 

Mr. Parsons. I would like to say that we did want to keep the non- 
Communist rulers in and keep the Communists from getting in the 
country. 

Mr. Harpy. That is laudable. 

Mr. Parsons. That is what we all want, I am sure. 

However, there are two kinds of things you can do, if we want to 
oversimplify this for a moment. They are fundamental things which 
might in the period of time if we can carry them through provide the 
underpinning, the props for the country so it can run on its own 
hook a little bit more and get the monkey off our backs. 

Mr. Harpy. “Get the monkey off our backs” is a good expression. 

Mr. Parsons. Some of these projects are absolutely essential. You 
have to develop national institutions in a national economy before 
a little country like Laos can be truly on its own, and not be so de- 
pendent on us. You have to make a judgment of how much of your 
limited funds are going to go into that and how much are going to 
go into village aid programs, say things that in a very immediate and 
short-term basis favorably affect people’s attitudes. 

When we had this critical situation we wanted to put more emphasis 
on the crash village aid program. But before then we had already 
organized civic action in April and May 1957, which went into all the 
provinces to help the people. 

We had Operation Brotherhood beginning in July 1957; we had the 
village development field service in Laos beginning in the spring of 
1956; we had the malaria and yaws eradication program beginning 
well before I got there. That creates an immediate and advisable 
program, to eradicate yaws. We had projects in primary school 
education and vocational training. We had asmall project in develop- 
ing better poultry available for people to whom having more healthy 
and more productive chickens would be a direct aid. 
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We had a lot of these things. But there was a difference in em. 
phasis after these things were entered into with the Pathet Lao, ang | 


a different need. 

Mr. Harpy. Actually the amount is relatively small compared to 
the total that you had to spend for similar purposes in your IGA 
funds. It is amazing to me that we didn’t concentrate on this king 
of thing earlier. 

I don’t believe we will get any longtime support from any of these 
countries unless we have the support of the people themselves, 

You made an observation a minute ago, which is a perfectly fine 
objective, to the effect that we were taking steps which would tend 
to put the country on its feet and get it to the point of self-sufficiency 
at least so that the Government could support itself. Do you want to 
make any prognostication as to how soon that will happen in Laos! 

Mr. Parsons. I think it would be very difficult to predict. It wil] 
take a long time. But at least we ought to be moving in that direc. 
tion. We ought to be moving in the direction of creating a basis for 
the country’s economy. 

Mr. Harpy. Are we moving in that direction ? 

Mr. Parsons. I think we are. 

Mr. Harpy. Or are we just putting ourselves in the position of hay- 
ing to continue this as long as the Government stands? 

Mr. Parsons. We certainly are going to have to continue our mutual 
security program for a number of years in Laos before there is any 
possibility of its being appreciably more sufficient than it is now by 
the very nature of the country. 

I wish you had been able tocome up there. It would have been much 
easier to talk to you from Vientiane, where I could show you a great 
deal more. 

Mr. Harpy. I wish I could, too. 

Mr, Reppan. A despatch that we identified this morning as Ambas- 
sador Smith’s evaluation or review of the village aid program as of 
June, 1958, states “The need for a program of emergency village aid 
grew out of the realization among American agencies in Laos that 
the standard economic aid program had not been able to reach the 
villages of Laos.” 

My question is, why couldn’t the standard economic aid program 
reach the villages of Laos ? 

Mr. Parsons. I think it could. I don’t think it could reach it in the 
time and in the degree that was necessary in the face of the crisis that 
we reached at that time. 

Mr. Harpy. So we started too late. 

Mr. Reppan. This is not directed to the crisis. This is directed to 
what caused the crisis. The crisis was caused by the failure of the 
standard economic aid program to reach the villages of Laos. We had 
been there at this time since January 1955. And this is January 1958. 
We had been there for 3 years. 

And as a result of the failure, as I read this, of the aid to reach the 
villages we were faced with a critical situation and you implemented 
this crash program. 

Mr. Parsons. No; we weren’t faced with a critical situation because 
of the failure of the economic program in Laos. We were faced with 
the critical situation because of the agreement reached with the 
Pathet Lao. 
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Mr. Reppan. Let me read this again. It says: 


The need for a program of emergency village aid grew out of the realization 
among American agencies in Laos— 
and I assume you were part of the American agencies in Laos referred 
to here— 
that the standard economic aid program had not been able to reach the villages 
of Laos. 

Mr. Parsons. It certainly had not been able to reach the villages 
to the degree and in the time that was necessary for this purpose. 

Mr. Harpy. We are looking back now. We have the benefit of 
hindsight. I don’t mean to imply too much criticism for failure to 
have foreseen some of the things that might have been helpful. But 
it does worry me when we get into a crash program of this nature, ob- 
viously impelled by a political emergency, when most of us here in 
the Congress, I believe, have looked with essential favor on the kind 
of thing that this village aid program is supposed to do, at least to the 
point of reaching the people themselves, instead of just concentrating 
on keeping the political leadership on our side, irrespective of what 
happens to the people. ; 

Frankly, I have been worried. Sometimes it has seemed to me that 
that is where we have done most of our concentrating. 

I don’t want to prolong this, but I think I ought to call your at- 
tention to this. We are talking about a village aid program which 
apparently did have an impact on the people and did stimulate the 
people to support our kind of freedom. And yet we could have con- 
ducted that program for 2 whole years for the price of the increase 
in pay of the army which was accomplished by an irresponsible act. 

Mr. Parsons. It has been an argument, I imagine, in every country 
where there is an aid program; how you should divide up the 5 cents 
that you have when what you need is 10 cents to do both the direct 
impact projects that will help the people immediately and will provide 
the underpinning that sill do the things that our program did in 
Europe. 

Mr. Harpy. When you look at this from the standpoint of the 
amount of money that was put into that program as related to the 
population of the country, 1 don’t know where you would find a 
greater opportunity to have really carried on a worthwhile program 
which would have had an impact on the people themselves. 

The army is less than 2 percent of the total population. Isn’t 
that right ? 

Mr. Parsons. 25,000 out of 2,000,000. 

I certainly agree with you, we would have liked to have done more 
for the people, and perhaps we should have given up some other proj- 
ect which seemed important at the time. 

Mr. Harpy. I would be surprised if the amount of money squan- 
dered—and I mean “squandered” literally—through poor contracting 
procedures and other things of that nature isn’t more than the cost of 
a program similar to this village aid program would have been over 
the entire period of time that we have been in Laos. 

That is what bothers me. 


[Discussion followed concerning an evaluation of the aid program in 
Laos by present U.S. Ambassador Horace Smith, who succeeded 
Ambassador Parsons. This document is not reproduced here for 
security reasons | 
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Mr. Reppan. Do you concur in Ambassador Smith’s ovaluations 

That is at the bottom of the first page there, sir. 

Mr. Parsons. I think that may be a little bit overstated, but 4 
certainly is true that a very large number of top people at that time, 
prominent deputies, even some cabinet ministers, had undertaken ty 
profit as much as they could from the disparity between the officig] 
exchange rate and the highly inflated black market rate, and haq 
sought to take advantage of the import license system in order to uti. 
lize it for their ownends. There is no question but what that situation 
had intensified the amount of corruption in the country. 

I might say, of course, that in all these countries corruption, what 
we consider corruption, has existed and will exist when there js 9p 
opportunity for it. 

The reason that it had become intensified was in part because—put 
it this way: For a while we were making a good deal of progress jp 


controlling corruption through the efforts of the Howell group and | 


through the use of USOM and various control procedures we put into | 


effect. But after Prince Souvanna Phouma started to negotiate with 
his brother, and people were afraid that he would sell out on such 
terms that the United States would not be able to continue in Laos and 
— was finished, then the bottom dropped out of the exchange 
market. 

That is a factor in addition to the economic factors that we dis. 
cussed yesterday. So, once the exchange rate disparity became very 
great indeed, then the temptation to profit and the ability to do » 
became too much to prevent this corruption of the leading groups 
That was something that disturbed us very, very greatly indeed; and 
as early as October 1950, we began addressing ourselves to the problem 
of how to remove this fundamental cause of corruption, and it took 
until October 1958 to get the monetary reform that removed the 
cause. 

Mr. Reppan. Ambassador Smith says that the campaign issue dur- 
ing the May election—that is, leading up to the May election—was not 
liberalism versus communism, but rather government corruption and 
misuse of foreign aid, peace, neutrality, and coexistence. 

Would that be a fair summary ? 


Mr. Parsons. I wasn’t there. I have faith in the reporting of ow | 
agents in the field. The reason it had to be issues of that kind was | 


because, officially, the government which had negotiated with the 
Pathet Lao maintained that they were not Communists. The Prime 
Minister dealing with his half brother said, “My half brother is 
patriotic Lao, he is not a Communist.” 


So when they maintained that these people were not Communists, , 


they couldn’t fight the election campaign on the issue of communism 
versus anticommunism. They had to deal with the campaign on other 
issues and on the issues chosen by the Pathet Lao in considerable part. 

Mr. Harpy. Wouldn’t that have been a difficult issue to use ina 
political campaign as such? You have to approach that kind of 
thing on an indirect basis. 

Mr. Parsons. If the opposition had been en masse, and it had shown 
its true colors, it would have been a good deal easier to deal with. _ 

Mr. Reppan. Wasn’t the objection there the fact that in reaching 
that agreement the Pathet Lao had been brought into the Government 
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under the guise that they were misguided people, and then to attack 
them as Communists would have either subjected the Government to 
the charge of being very naive or party to a fraud? 

Mr. Parsons. That’s right. I agree with that. 

Mr. Reppan. Which were they, do you know? Were they really 
naive, do you think ¢ 

Mr. Parsons. The Government people? 

Mr. Reppan. Yes. ; 

Mr. Parsons. I would say they were all kinds. There were some 
who wouldn’t believe, and there were some who were too inexperienced 
and naive to catch the point. a 

Mr. Harpy. And there were perhaps some others who were willing 
to collaborate ? 

Mr. Parsons. There may have been some who were willing to col- 
laborate, or thought that this was really the best way out. Then there 
were a lot who were overconfident, who thought even if here are Com- 
munists, we can control the situation. The graveyards of a good many 
countries are littered with people who thought they knew how to con- 
trol Communists. 

Mr. Reppan. Ambassador Smith concludes: 

It is safe to say, however, that in the short history of the village aid program 
it has had more impact on Laos than any other aid program which the United 
States has undertaken in this area up to the present time. 

Do you know, sir, whether there has been any significant change in 
emphasis in this year’s program as compared with prior years’ pro- 

ms in a way that would reflect Ambassador Smith’s evaluation of 
this type of work ? 

Mr. Parsons. I am sorry Mr. Moyer isn’t here to testify on that, 
since that is an aid program matter. But my impression is that the 
Country Team in Laos has put great emphasis on accelerating the pro- 
grams approved under the normal program, and particularly those 
parts of the normal program which were directed toward village aid. 

Mr. Reppan. We can follow that further with Dr. Moyer. 

Mr. Harpy. Do you have any questions? 

Mr. Monaaan. I have one question. 

Mr. Harpy. Go ahead. 

Mr. Monacan. There was a statement made at some point that 
after the reevaluation of the currency the cost of living had gone 
down about 25 percent. Do you have an opinion as to whether or 
not that is a fair statement? 

Mr. Parsons. All I can say, sir, is that all the information we have 
from Laos agrees that prices did go down around 20 to 25 percent 
after devaluation. Of course, there are only a limited number of 
places in Laos where there is a real market economy. Most of it is 
subsistence, rural life where they never see much money, or any money, 
from one year to the other. But it is I believe the fact, and a rather 
paradoxical fact, that after devaluation prices went down rather than 
up which they usually do. 

Mr. Monacan. But it would have significance in attempting to de- 
termine the validity of the economic basis for that pay increase ? 

Mr. Parsons. In my opinion it would, yes. We are still waiting for 
further justification on an economic ground for that pay increase. 
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Mr. Harpy. Mr. Parsons, during the period that you were j 
did you have an opportunity to observe any of these village 
grams in operation ¢ 4 
_ Mr. Parsons. Yes, sir, I did. I went to quite a number of Places 
in the countryside. ; 

Mr. Harpy. Did you ever make any recommendation that that pro 
gram be accelerated in the normal course of the foreign aid activities? 

Mr. Parsons. I am quite sure that I must have, because I was he. 
tainly enthusiastic 100 percent behind the civic action program: le 
instance, which is a village aid program that started in 1957,” 

Mr. Harpy. Did you make any evaluation of that program to the 
Department or to the Country Team? 

Mr. Parsons. Well, it was frequently discussed in the Country Team 
and I am sure that I must have reported on our efforts to get specifi 
acta started and reported on the progress that specific action was 
making. 


N Laos, 
aid pro. 


Mr. Harpy. You don’t recall any written memoranda that you may | 


have prepared outlining your reaction to these programs, with a ree. 
ommendation that they be expanded, until this political situation 
arose ? 

Mr. Parsons. I can remember that I was enthusiastic about this 
sort of thing, and also very well aware of the fact that the response 
ef the people in the countryside was good to it. And I am sure that 
I must have recommended that these programs be supported to the 
maximum possibility. I can’t remember the documents offhand. 

Mr. Harpy. I just wondered whether you submitted any official 
recommendations that the programs of this nature, designed to reach 
the people themselves, be accelerated. 

Mr. Parsons. I can remember one right now that I recommended 
be instituted as rapidly as possible, and that was the establishment 
of a decent electric generating plant for the capital city of Vientiane, 
where for a city of 70,000 people the central station capacity was 
something like 265 kilovolts. We got started on the program which 
increased the generating capacity by 2,400 kilovolts, and got started 
quickly, because there was something everybody could see, and that 
would have an effect on everybody who came to the capital. 

Mr. Harpy. It must have made an impression, concentrated right 
in the capital. I am thinking now in terms of the activities in the 
hinterland. 

Mr. Parsons. I refer to my Operation Brotherhood, and such 
things which had a specific impact on the people. 

Mr. Harpy. Let me be a little more specific. Frequently, I have 
observed that at the conclusion of a tour of duty an ambassador or 
mission director will make a report containing recommendations with 
respect to specifics that have come under his cognizance during his 
tour of duty that he has particularly emphasized. 

I was wondering whether you did that in connection with any 
final report on your activities over there, and if so, whether you 
made any specific reference to a program of village aid which would 
be felt particularly by the people themselves. Do you recall whether 
you did? 

Mr. Parsons. I never had the opportunity to submit a comprehen 
sive report at the end of my tour of duty, because of circumstances 
that it is not necessary to go into here, 
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Mr. Harpy. I didn’t mean to go into it here. 

Mr. Parsons. I started right in working in Washington. 

Mr. Harpy. I just assumed that you had made such a report. 

Mr. Parsons. I am afraid I did not have that opportunity. 

However, I certainly analyzed the situation which was created by 
the signing of the agreements with the Pathet Lao in November 
1957, which was getting toward the very end of my tour, and made 
very strong recommendations about the added emphasis which should 
be put on village for the period ahead. 

You recall, sir, that I did say in my statement this morning that 
this crash program of village aid also had the longer-term objective of 
rmanently affecting the attitude of the people. 

Mr. Harpy. That, to me, is an important thing a lot more impor- 
tant than the vote that is to be cast. It is how the people will react 
over a period of time, and whether or not they could be depended on 
to support concepts of freedom that we believe in, over a period of 
time, that matters. 

Mr. Parsons. I fully agree, sir. 


[ Security deletion | 


Mr. Harpy. You are talking about an emergency situation, and I 
am talking about a longer range, broader concept. 

Lam a little bit bothered by the emphasis that has been placed on 
the amount of money that was available for these programs. 

Everything that I have seen here has indicated that a basic weak- 
ness in our program in Laos was the fact that we had more money 
than we could properly disburse. Maybe I have sized it up wrong, 
but everything that I have seen has seemed to add up to that conclu- 
sion. And then, to have a statement made that we didn’t have money 
enough to concentrate on this kind of a program, which was rela- 
tively inexpensive, and, as I have pointed out, the amount of money 
that is involved in this one increase in pay for the Army for a period 
of 1 year would have supported this program for 2 years, causes me 
even greater concern. 

So, looking back, and based on your present knowledge of that situa- 
tion, and trying to project into the future, is it your considered judg- 
ment that we are placing the proper emphasis on these programs of 
impact on the people leading toward a long-range development of 
freedom concepts ? 

Mr. Parsons. I think we are doing about as much as we can afford 
out of the present sums. The fact is we have to meet the payroll for 
the Army. That is the major proportion of our aid. That is why 
there isso much money going in there, both in terms of dollars and the 
kip generated which creates problems. 

But within the limitations of what is left I am prepared to accept 
the judgment of the people who are there now that the division be- 
tween fundamental projects and impact projects isa wise one. I don’t 
have any basis to quarrel with them insofar as what I understand that 
division is at the present time. 

I would like to see much more devoted to these things which con- 
solidate the attitude of the people, if you will, the thing that you were 
talking about a moment ago. 
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Mr. Harpy. How about the programs which have been geared gx. | 
clusively to providing kip to pay the Army ? | 

Mr. Parsons. Commodity programs? 

Mr. Harpy. Has that been the major purpose? 

Mr. Parsons. I am not sure that I understand correctly what js 
meant by that. 

Mr. Harpy. I know that we support the Army, the military budge 
and I believe we support some other aspects of the budget. | am not 
sure of the extent to which that is done. But I had also the impres. 
sion that in addition to those, we had considerable funds at work jp 4 
defense support category which, generally speaking, are just economic 
aid. We have some funds for road construction; we have had, I be. 
lieve, several other projects; we have bought an awful lot of machinery 
that has been sent over there in a crash program to get the machinery 
over there, and we went through some very devious arrangements { 
provide maintenance for that machinery. 

I am not at all sure that we didn’t waste enough on the machinery | 
itself, maintaining it, to have supported this program for a year, 

Mr. Parsons. I couldn’t say, sir. 

Mr. Harpy. We will develop those things. 

Mr. Reppan. Mr. Parsons, I want to direct your attention to the 
firm known as Universal Construction Co. Are you familiar with 
that company ? 

Mr. Parsons. Yes, I know of that company. 

Mr. Reppan. Did you write a report or recommendation to Wash- 
ington in January 1957 concerning the activities of that company and 
the quality of their workmanship and things of that nature, an evalua. 
tion report more or less of Universal ? 

Mr. Parsons. I don’t remember that, but I do remember writing 
a report along about April, I would guess, 1957, in which I reported 
that the opening of the road between Vientiane and Luang-Prabang, | 
which had been closed before the end of the Indochina war, had made | 
a tremendous impact on a lot of the really influential people in Laos 

Mr. Reppan. Of the Government? 

Mr. Parsons. Of the Government. And others not in the Goven- 
ment but who traveled over the road, too. 

Mr. Reppan. Do you know, sir, whether the bridges have been built 
on that road yet ? 

Mr. Parsons. I do not know whether the bridges have been con- 
pleted or not. As of the end of that dry season there were about four 
to six bridges of some size that were not yet completed. When the 
rainy season came, of course, the whole length of the road could not 
be navigated. 

Mr. Reppan. Could you check, sir, and let us know the date of that 
report, and may we have a copy of it, please ? 

Mr. Parsons. Yes, surely, I will be glad to. 

Mr. Reppan. Or any other report or document which you prepared 
relating to Universal Construction Co. 

Mr. Parsons. I believe you have already seen Vientiane’s telegram 
of April 27, 1957, which I think is my only formal report on the sub- 
ject. The telegram itself refers to a letter of April 24 to an officer | 
of the Department by the name of Kenneth Young, in which I said vir 
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ally the same thing about the effect of getting the road open, so 
vicky when they finally got it working. 
W Mr. REDDAN. Is that the April document to which you referred 
Mfg. 


9 

gos 

4 moment ag ee xs “ave V ave : adv 
Mr. Parsons. Yes, from memory. And I believe you have already 


b ‘ a - 
sere document referred to, letter dated April 24, 1957, to Kenneth 


T. Young, Office of Southeast Asian Affairs, Department of State, 
from Ambassador J. Graham Parsons, follows :) 


{ Official—Informal unclassified] 


AMERICAN EMBASSY, 
Vientiane, Laos, April 24, 1957. 

Deak Ken: I enclose a memo forwarding comments by the Minister of Public 
Works on the extraordinary progress made on the road to Luang Prabang. I 
nould like to add that on April 18 when I delivered you-know-what to the Prime 
en he spoke to me with quite un-Souvanna-like enthusiasm about the 
= of ‘the Universal Construction Company. He said he had in fact not only 
written to Jerry Peabody to congratulate him personally but had just arranged 
for 8 ANL trucks to ferry gasoline and spare parts to the five construction camps 
strung out along the road, thus releasing an equivalent number of critical dump 
trucks which are so needed to haul gravel for surfacing. ae 

Apart from Souvanna and Petsarath, most of the Ministers and over half of 
the Chiefs of Mission accredited to Laos traveled either to or from Luang 
Prabang on the road. The trip dramatized American aid.as nothing else has 
yet done in Laos. The contrast between unimproved stretches, stretches pre- 
pared for gravel surfacing, and stretches where this work has already been 
completed provided, particularly with the rainstorms we encountered, a striking 
“hefore and after” demonstration. It was also an eye opener to encounter 
large road-making equipment working efficiently and around the clock high up 
on the precipitous mountain slopes. The Okinawans are now famous in Laos 
and progress on the road is now a favorite topic of conversation. 

From my own personal observation, I believe that the economic and social 
dividends from this operation will be considerable in this most important part 
of northern Laos. I also believe that it is by no means wildly optimistic to 
state as USOM people do that, once the gravel surface is finished, it should 
be possible to keep the road open on a year-round basis with rather minimum 
maintenance crews and equipment spotted at a few points along the way. Jerry 
Peabody told me that he expected to work right through the rainy season and, 
as he has already obtained more progress than he promised, I think he knows 
what he is talking about when he says that it is feasible to continue despite 
the rains. He also mentioned to me that he personally felt that he had lost 
20 percent of efficiency by reason of having had to spread out his operation 
over the entire highway rather than begin at the Vientiane end of the road 
and proceed steadily in a concentrated operation. However, he appreciates the 
political reasons which motivated Tiao Souk’s position to proceed virtually 
everywhere at once and he is as pleased as anyone that the operation is paying 
off. 

I repeat, for the first time American aid is producing something visible of 
major importance which has been brought to the inescapable attention of a 
large proportion of the key personalities in Laos. For the moment, our credit 
is high. 

Best wishes as always. 

Yours sincerely, 
J. GRAHAM PARSONS, 
American Ambassador. 


Mr. Harpy. Mr. Parsons, did you know the officials of Universal 
Construction Co. personally ? 

Mr. Parsons. I met Mr. Peabody in Laos and saw him on infrequent 
occasions. But I certainly had a personal acquaintance with him. 


Mr. Harpy. Did you also know a Mr. Bird who was connected 
with that firm ? 
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Mr. Parsons. I probably met him in Bangkok, shook hands With 
him, but I wouldn’t know him by sight if he walked in the room, — 

Mr. Harpy. I believe they had a man who was on the job mog af | 
the time named Russell. Do you recall having met him 4 ; 

Mr. Parsons. I don’t remember. If he was there for any length of 
time I almost certainly must have met him. 

Mr. Harpy. Were you familiar with an establishment known as the 
Pam Pam House? 

Mr. Parsons. I have been to it once or twice, yes. That is where 
Universal had its headquarters in Vientiane. 

Mr. Harpy. Was it frequently used for gambling purposes? 

Mr. Parsons. I have never heard that before. It was not broughtt) 
my attention, if it was. 

Mr. Harpy. Do you know whether Embassy employees frequently 
visited the Pam Pam House at night ? 

Mr. Parsons. I am sure that some did go there from time to time 
But that would be normal. Any group of Americans there would 
undoubtedly have invited other Americans to their place. 

Mr. Harpy. You were not aware of any gambling activities tha 
they engaged in? 

Mr. Parsons. No, I was not. 

Mr. Harpy. And that would apply to the Mission as well as the 
Embassy? I mean, as to an occasional visit. But you said you had no 
knowledge of any gambling being conducted there ? 

Mr. Parsons. No, I had no knowledge whatsoever of that. 

Mr. Reppan. What sort of a house was it, Mr. Parsons? 

Mr. Parsons. I am trying to remember. It was not a house of any 
real substance. Most houses there are pretty flimsy. But it was, 
good-sized house. 

Mr. Harpy. Was it a club house ? 

Mr. Parsons. I think it was built as a dwelling and dormitory, sot | 
of. But I don’t have any very clear recollection. 

Do you remember it ? 

Mr. Corcoran. It didn’t exist in my day. 

Mr. Parsons. It was evidently built after the country had developed 
further. 

Mr. Harpy. I have an idea it may get in the news. 


Mr. Parsons. I will be interested to read it because I have mo | 
knowledge of any improper activities, either Mission people at Pam 


Pam House or Embassy people. 

Mr. Harpy. Thank you, Mr. Parsons. 

Mr. Parsons. Youare very welcome, sir. 

Mr. Harpy. Mr. Parsons, I want to again express my appreciation 
for your helpfulness. 

I believe we have covered the subjects we wanted to discuss with 
you. So, if you care to be excused, you may feel free to go. 

Mr. Monagan has just had to leave, and we do not now havea 
quorum under committee rules, but Mr. Reuss is expected to come 
in pretty shortly. 

Mr. Parsons, we certainly do thank you. Is there anything fur 
ther that you would like to offer? 

Mr. Parsons. I would like merely to thank you, Mr. Chairman, 
for your consideration and for listening to me so patiently whe 
perhaps I have not been able to clarify as quickly as I would like to 
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some of the points which you wish to bring out. As Mr. Robertson 
said this morning, we do desire to be cooperative and help in the im- 
portant work of this committee. 

Mr. Harpy. I am grateful to you. You have been extremely help- 
ful in your presentat ion. 

Mr. Parsons. Thank you, sir. — 

Mr. Harpy. We will take a 5-minute recess. 

(A short recess was taken.) 

Mr. Harpy. Let the committee come to order. 

We have Mr. Bailey from the General Accounting Office. Mr. 
Bailey has some associates with him, I see. , 

Mr. Bautey. Yes, sir. Mr. Hylander and Mr. Lippman. 

Mr. Harpy. I don’t believe we have a biographical sketch to 
attach to your statement. I wonder if you would be good enough to 
give a brief statement to the reporter, or to prepare one and submit 
it for inclusion in the record, if that would be easier. 

Mr. Barter. Whichever you prefer. 

Mr. Harpy. If you would prepare just a brief biographical state- 
ment for inclusion in the record, I believe that would be more de- 
sirable. 

I have to go answer a rollcall. We have a vote. So the com- 
mittee will have to adjourn in just a few moments. Prior to adjourn- 
ing, I want to insert in the record this statement which I believe 
you have prepared for submission to the committee. That will be as 
faras We can go now. . 

(A biographical sketch submitted by Charles M. Bailey follows:) 


BIOGRAPHICAL SKETCH OF CHARLES M. BAILEY, ASSOCIATE DIRECTOR OF DEFENSE 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING OFFICE 


Mr. Bailey was born in Denver, Colo., on May 18, 1909. He attended the 
Park’s School of Business Administration in Colorado and the University of 
Denver. Prior to his entering Government service, he was an accountant with a 
Montana pipeline company and cashier for a Colorado finance corporation. Mr. 
Bailey joined the staff of the General Accounting Office in July 1935 and has 
had broad experience in its accounting and auditing activities since that time. 
He performed extensive work in the area of war contract audits for the General 
Accounting Office and, in 1944, became chief auditor for GAO’s western zone 
with offices in Los Angeles. 

In 1951 he became Associate Chief of the Audit Division and, in 1952, was 
promoted to Assistant Director of Audits—Field Operations. In July of 1954, 
he was. appointed Director of GAO’s European Branch with headquarters in 
Paris: During his 2-year tour of duty in this foreign post, he was also the 
US. representative on the International Board of Auditors for Infra- 
structure Accounts of the North Atlantic Treaty Organization. In July of 1956, 
he was assigned to the Defense Accounting and Auditing Division of the General 
Accounting Office as Assistant Director and in June of 1958 was promoted to 
Associate Director of that Division. 


STATEMENT OF CHARLES M. BAILEY, ASSOCIATE DIRECTOR, DE- 
FENSE ACCOUNTING AND AUDITING DIVISION, GENERAL AC- 
COUNTING OFFICE; ACCOMPANIED BY JOSEPH LIPPMAN, ASSIST- 
ANT DIRECTOR; CHARLES HYLANDER, SUPERVISOR; AND FRED- 


ERICK K. RABEL, ASSISTANT DIRECTOR, CIVIL ACCOUNTING AND 
AUDITING DIVISION 


Mr, Chairman and members of the subcommittee, we are glad to 
appear before you to assist in your considerations of the military 
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assistance program in Laos. The General Accounting Office has beg, 
engaged in a review of the military assistance program for Laos an 
transmitted a report on this program to the Secretary of Defense anj 
to selected congressional committees on October 30, 1958. Representy, | 
tives of the General Accounting Office also made a brief visit to Lag, 
in December 1958 to follow up on the status of the findings disclogj 
by our previous examination and contained in our report. 

I propose today to summarize for you the findings disclosed during 
our work in Laos that we consider of greatest significance and to pre. | 
sent for your consideration the most current information that we hae 
developed concerning these matters. 

In discussing the military assistance program in Laos, it should by 
kept in mind that the terms of the Geneva agreement, which brought 
the Indochina war to a close, prevent the establishment of a U.S, Mil. 
tary Assistance Advisory Group in Laos. Instead, the military aggig. 
ance program is administered by a group known as a Program Evaly. 
ation Office or PEO, which is established within the Internation; 
Cooperation Administration or ICA, economic aid mission in Lag. 

In view of the interest of this subcommittee in the use of Unite 
States assistance to maintain the Lao Army, I will discuss fipg 
our findings with respect to military budget support assistance and 
then summarize our conclusions and recommendations with respeet to 
the furnishing of military equipment and supplies and other aid under 
the military assistance program. . 

At the time of our review the United States exercised little or n 
control over the use made of local currency generated by ICA with 
economic assistance funds for the purpose of supporting the La 
military establishment. The Lao army did not permit the PRO 
to audit the use being made of these funds and did not keep its ex. 
penditures within the authorized program limits. For example, th 
PEO did not know on what terms Air Laos was being paid for trans 
portation charges and did not know the actual strength of the forces 
receiving ration payments. 

While the PEO is responsible for supervising the military budget 
support program and advising the Country Team in screening La | 
military expenditures, adequate supervision was not being accom- 
plished. At the time of our review it was not possible to determine 
the manner in which the funds were utilized. 

We recommended in our report that adequate means of United 
States supervision and audit be established to afford a reasonable 
degree of control over the use of military budget support funds r- 
leased to the Lao defense establishment. 

ICA finances dollar assistance, either through cash grants or al: 
thorizations to import commodities, and Laos deposits the equivalent 
in kips, computed at the official exchange rate, which is used for pay- 
ment of such military budget costs as troop pay and subsistence, The 
methods by which ICA generates the necessary local currency to mett | 
this and other Lao requirements are discussed in a separate report | 
by the General Accounting Office on the economic assistance prograll 
in Laos. We have discussed in our report on the military assistance 
program only the controls exercised over the utilization of local cur | 
rency for military budget support, not the manner in which ICA 
provides local currency that may be used eventually for this purpos. | 


Lao iF 
vision, | 
Lao Ar 
kept wit 
Army 0 
expende 
of the di 
advised 
this. 

nditu 
snthoris 

roved } 
cae fo 
to these 
into the 

Ratio 
on the b 
figures t 
Army. 
compute 
know th 
the actu 
based. ' 
taining | 
which it 

At th 
agreeme 
transpol 
craft for 

Altho 
certain | 
budget s 

nditu 
in Dece! 
veloped 
contract 
cember. 
trol ove: 
PEO pi 
rejected 

The |] 
French 


‘ have the 


aid or n 
forces. 

had ger 
Army. 

at two § 
sion, © 
designat 
pleted v 
authoriz 
dures ar 


UNITED STATES AID OPERATIONS IN LAOS 241 


ree Lao lack of experience, coupled with lack of adequate U.S. super- 
ad} vision, gave rise to several additional problems in the fiscal field. 
and | Lao Army expenditure of military budget support funds was not 
nta. | kept within the limits set by the program. In September 1957 Lao 
40s} Army officials advised U.S. authorities that local currency funds were 
1 gxpended in calendar year 1956 in the equivalent of $ * * * in excess 
of the dollar grant made and payment was requested. We have been 
ig} advised that ICA approved the payment of a substantial portion of 
pr} this. PEO officials advised us that, similarly, local currency ex- 
ave} penditures in calendar year 1957 would exceed the equivalent of 
' guthorized dollar grants by about $ * * * and that ICA has ap- 
1 be proved payment of this deficit. The Chief, PEO, in the country state- 
ght’ ment for the quarter ended August 31, 1957, stated, with respect 
lili! 4 these transactions, that United States funds were being funneled 
‘Is-| into the Lao Army in uncoordinated and uncontrolled amounts. 
alu. Ration support was being furnished to the Laotian armed forces 
= on the basis of an estimated cost of food items and strength of forces 
AOS, | figures that had been prepared by the French advisors to the Laotian 
tel’ Army. The information on which monetary support for rations was 
first computed was not being verified by PEO. For example, PEO did not 
aid jnow the quantity or cost of ration components nor did they know 
tt0 the actual strength of forces on which ration payments should be 
det } based. The PEO had no procedure for auditing payments and ascer- 
| taining that the full amount of ration support reached the troops for 
‘00! which it was intended. 
vith At the time of our review the PEO did not know the terms of the 
Lav agreement between the Lao Government and Air Laos for paying 
RO transportation funds to Air Laos for operating and maintaining air- 
& craft for the Laotian army. 
the Although we were informed by the Department of Defense that 
ls | certain improvements had been effected in the control over military 
tt | budget support, and that cooperation by the Laotians in making ex- 
| penditure records available was considered to be very good, our visit 
get | in December 1958 disclosed little improvement. The PEO had de- 
Lao} yeloped controls over air transportation charges and had a written 
om contract with Air Laos for transportation during the month of De- 
ume} cember. However, we did not see evidence of satisfactory PEO con- 
trol over troop ration payments or Army procurement practices. A 
itd | PEO proposal to establish a central army purchasing agency was 
able} rejected by the Laotian Minister of National Defense. 
Te The PEO received a station list and strength report from the 
French advisors which was used for budgetary checks but did not 
al: - have the means to verify this data or to verify that support in financial 
lent | aid or materiel programed for these troops actually reached all the 
ay forces. PEO had not audited any financial transactions and had not 
The | had general access to financial records and accounts of the Lao 
et | ~=Army. PEO was granted authority to observe the payment of troops 
or | at two specified units and actually had observers present on one occa- 
rai sion, Observers were sent to witness the transaction at the second 
ne | designated unit but they were informed that the payment was com- 
ul | pleted when they arrived. On a third occasion PEO observers were 
CA authorized to visit an engineer headquarters to discuss fiscal proce- 
os | dures and records. At the time of our last visit, PEO still had no 
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means of verifying that rations or financial support furnished to t] 
Lao Army actually reached the troops for whom it was programed 

As in prior years, the Lao army budget for calendar year 1958 
was overexpended by more than * * * kip which was covered by a 
special release of kip generated from U.S. assistance during the last 
quarter of 1958. 

We have been informed by Defense officials that three PEO em 
ployees have been assigned to conduct audits of the records of the 
Lao Army during calendar year 1959, and that such audits are in 
progress. We are not able to evaluate the effectiveness of these ac 
which took place after our last visit. 

With respect to the programing and delivery of military equipment 
to the Lao forces, our review disclosed that annual programs hay 
been developed to assist Laos without adequate knowledge of the 
forces being supported, the needs of these forces, or the military SUp- 
plies already delivered to Laos. These programs do not appear 9). 
ways to have been motivated by military consideration. 


tions, 


[Security deletion ] 


We believe that if overriding political considerations exist, this 
motivation for continuing military aid should be clearly identified and 
the program for Laos should not be justified to the Congress on the 
basis of military considerations. 

We have also pointed out in our overall report on the military as. 
sistance program, which was transmitted to the Congress on August 
29, 1957, that in our opinion it is desirable to distinguish, insofar as 
possible, between military aid to meet strategic objectives and mili- 
tary aid to meet other U.S. objectives. Otherwise the political mo- 
tivation of the aid may become confused or lost at some stage 
of the budgeting process. We believe that funds necessary to meet 
political objectives should be justified to the Congress by political 
authorities in terms of political considerations. As we observed in 
this report, the danger always exists that force objectives, once estab- 


lished to carry out nonmilitary purposes, will have an independent | 


existence and that the original motivation will be overlooked in future 
years. 
PROGRAM REQUIREMENTS 


Our initial review disclosed that program requirements had been 
developed without adequate knowledge of the forces being supported 
or the needs of these forces and without accurate knowledge of the 
assets already delivered to Laos. 

The PEO did not know the actual military strength of Lao military 
forces and had to depend on Lao reports, with no basis for determining 
their accuracy. 

The PEO had not been able to ascertain unit strengths or the dis 
tribution of troops within the branches of the Lao Army. 

Although the PEO had initiated a study of the Lao require 
ments with the objective of developing tables of organization and 
equipment, at the date of our review there were no valid tables of 
organization and equipment for the Lao forces. 

The PEO did not have data on the quantities of equipment assets 
in the country or the condition of this equipment. The PEO utilized 
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pos, rete of information, such as Lao Army reports, reports 
from French training personnel, and its limited opportunity for field 
observations. ‘This information is useful in a limited degree but is 
uate. 
"the PEO did not have data reflecting actual consumption of the 
Laotian Army. These data are essential to planning for time-phased 
deliveries, to evaluating Laotian requests, and to properly computing 
uirements for consumables. Mer? 

The PEO and the U.S. Commander in Chief, Pacific, have 
recognized the serious programing deficiencies in Laos and have in- 
formed us that programing teams have been sent and will continue 
to be sent to Laos to assist in resolving these problems. 


[Security deletion] 


Our return visit in December 1958 disclosed that the actual force 
basis, organization and equipment of the military establishment in 
Laos was still largely unknown to PEO. Program requirements were 
based on documents unilaterally developed by PEO. We were ad- 
vised that tables of organization and equipment for the military units 
were still in preparation, but we were unable to ascertain that there 
is any firm concept of the organization or force structure to be 
developed. 

With respect to the development of requirements for food, cloth- 
ing, and other consumables for the Laotian Army, we noted that the 
program submission prepared by the PEO contained many erroneous 
computations of quantities required by the Laotian Army which, in 
our opinion, stem from a lack of basic data for preparation of the 
program and from the fact that the PEO staff personnel preparing 
this program were not fully indoctrinated in programing concepts. 

Quantities were both understated and overstated. Requirements 
that were used to justify the need for uniforms and for tires and bat- 
teries were also used to justify the furnishing of materials and sup- 
plies to manufacturing uniforms and to rebuild tires and batteries. 
In other cases we found that staff personnel used as assets on hand 
quantities delivered from the military-assistance program although 
reports in the office clearly indicated that consumption had reduced 
these assets. 

This erroneous application of data would have resulted in less of 
a deficiency than was actually required. Many line items were pro- 
gramed at arbitrarily computed quantities since PEO did not know 
how much was needed or how much was on hand. In some cases there 
were significant quantities due in which were not considered. 

For example, we found an excess of from 3 to 5 years’ supply of 
tires and tubes on hand or due in but additional quantities were in- 
cluded in the program submission. Tire sizes planned for rebuild 
were in excess supply. We noted in our visit to the ordnance depot 
in Savannakhet that there was an excess of batteries from the prior 
year’s deliveries now in stock and numerous other items which ap- 
peared to exceed normal requirements although the lack of usage data 
and stock levels made it difficult to evaluate the stock position. 

In addition to not having valid organization and equipping data, 
PEO still did not know the quantity and condition of the equipment 
and supplies in the country. Although we are aware that the cur- 
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rent programs for Laos are comparatively small and that the PEO 
program submission is reviewed at higher levels, in our opinion the 
deficiencies in data make it impossible to program prudently supplia 
and equipment for the Lao Army forces. ™ 
~ We found no improvement in the planning and conduct of constrye. 
tion for the Lao Army. PEO still does not have overal] know] 
edge of Lao Army construction requirements or of the assets ‘. 
the country to meet these requirements. 
PEO is planning considerable emphasis in its construction and 
rehabilitation programing on so-called impact projects. 


PROTECTION AND USE OF EQUIPMENT 


Our initial review disclosed that military assistance materiel was 
being delivered to the country in quantities which could not be uti. 
lized or properly stored by country forces. PEO officials, who wer 
permitted to visit the facilities and units of the Lao Army by 
could not advise or take formal action to correct deficiencies, had no 
effective means to assure that materiel delivered under the military 
assistance program was utilized and safeguarded after delivery, ~ 

The depots in Laos do not have sufficient storage space and provide 
only meager protection to stocks. Staff personnel have not had training 
or experience in logistics, and the PEO has estimated that the logistical 
system would collapse even more quickly than the Lao forces 
would disintegrate. Distribution facilities in Laos are extremely lim. 
ited. In the southern areas, transportation is by motor vehicle over 
the limited road facilities or by boat. In the northern areas, the only 
transportation is by pack horse or air drop. : 

At an ordnance depot that we visited, we found that spare parts 
were stocked in disorder and were rusting from exposure to moisture, 
In a quartermaster depot we observed that the warehouses, which were 
small and provided minimum protection from the elements, were so 
crowded with supplies that there was no working space left inside 
many of the buildings. For some stock items of clothing and equip- 
ment, we noted that no issue had been made for a year or more. The 
depot was overstocked with rice, tea, and fish, and we were informed 
that double rations were being issued to relieve the shortage of space, 
At the signal depot, conditions were somewhat better, although there 
was an obvious need for more storage and working area. 

PEO officials have stated that the situation at the depots stems from 
lack of proper training and the inability of PEO to institute training 
programs. These officials have informed us that the French are pr- 
marily responsible for training. Under these conditions the PEO has 
reported that it cannot give direct instructions to the Lao Army 
and is extremely limited in its capability to correct the deficiencies 
known to exist. PEO also reported at the time of our initial review 
that training over and above that which the French were willing to 
furnish was needed, but that attempts by PEO to provide training 
by sending Lao personnel abroad and by contracting for foreign 
civilian technicians to train Lao personnel in the country had had 
almost. negligible success because of a lack of student candidates who 
could effectively pursue courses of instruction. 

We have been informed by the Department of Defense that out 
comments on the utilization of military assistance materiel accurately 
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reflected the situation as it existed and that all concerned were fully 
aware of the problems and were applying themselves to their solution 
which, under the circumstances, was an extremely slow process. JW e 
were informed also that, so long as Laos remains basically non-Com- 
munist, military aid should be continued in spite of the numerous dif- 
ficulties involved. wae 2 : 

We believe, however, that it is an undesirable practice to bring sup- 

lies into a country in quantities greater than the country can handle 
properly and that t he priority and pr ram objectives established by 
the Department of Defense do not justify furnishing support to Laos 
without effective controls to assure that the country can protect and 
utilize the aid furnished under the military assistance program. 

Recognizing that the system does not have the capability to properly 
handle the quantity of stock to maintain the desired stock level, and 
in view of the inadequate facilities for providing logistical support, 
we have recommended that the current stockage objectives be recon- 
sidered with a view toward reducing these objectives unt il the capacity 
for storing and capability for handling larger quantities have been 
attained. sie ee 

Based on our observations at the various depots we visited in Decem- 
ber 1958, we believe that there is an increased effort being made to 
protect and use material furnished under the military assistance pro- 
gram but there had been no noticeable improvement in the capability 
of the Lao Army in this area. U.S. mobile training teams of civilian 
technicians from the engineer, the ordnance, the signal and the quarter- 
master services conducted on-the-job training for periods ranging 
from 90 to 120 days. ‘The Lao Army is limited, however, in how much 
of this type of training can be utilized due to the fact that few of its 
personnel can sp sak English or have the ability, due to lack of educa- 
tion, to benefit from training in technical subjects. 

We observed that at an engineer depot in Savannakhet a large ware- 
house was filled with unopened crates and boxes of MAP material. 
Only two men, a French civilian employee and a French noncommis- 
sioned adviser, are available to process the material. These employees 
do not read or speak English and do not have stock catalogs with 
numbers which correspond with those used on the material being re- 
ceived. In view of these conditions, the backlog of material awaiting 
processing can be readily understood. 

At the ordnance depot in Vientiane there is an unknown quantity 
of material in unopened crates stored in the open without any sem- 
blance of order. ‘These crates are being opened and gradually the ma- 
terial contained therein is being placed on shelves in the warehouses. 
There is also a considerable amount of materiel in the receiving area 
awaiting processing. There had been some improvement in the 
ordnance depot since our last visit as evidenced by the fact that two 
new warehouses had been built and stock records were being set up 
for the material being stored therein. A repair shop was about ready 
to be put into operation. Except for tires we noted no sign of large 
excesses although, as the material in the unopened crates is processed, 
it may be found that some quantities exceed requirements. 

We were advised that the Quartermaster depots contained approxi- 
mately 700,000 pounds of canned fish nearly all of which was spoiled 
and in process of being condemned. Nearly a million pounds of this 
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fish, which is more than a year’s supply, were received in Laos at 0 
time creating a storage problem in the already crowded depot Mt 
the date of our last review we were advised that the Lao lan 
was issuing double rations to alleviate the storage problem and . 
utilize the fish. It turned out, however, that most of the fish ry 
mackerel and since most Lao do not like mackerel, the depot could 
not issue it. 

We do not believe the situation will be corrected until the La 
Army has developed a staff of personnel capable of operating their 


depots. Until then it appears to be less than prudent to ship ma. | 


terial which will not be utilized because it cannot be made available 
to those who might require it. 


CONTROL OVER DELIVERIES OF MILITARY ASSISTANCE EQUIPMEN? 


Our initial review disclosed that material shipped to Laos under 
the military assistance program had been received without verification 
of the amounts received, without checking for loss or damage in 
transit, and without safeguards against losses through pilferage or 
mishandling after receipt. 

Since Laos is a landlocked country, surface shipments of military 
assistance material must be unloaded from ships and moved overland, 
Until April 1957 the port at Saigon, Vietnam, was used almost ex. 
clusively, but since that time most material has been moved through 
Bangkok, Thailand. The PEO has not maintained a reliable recon 
of the materia] that was unloaded at Saigon, and the records and 
procedures which have been used at Bangkok were not satisfactory, al- 
though during our review we noted efforts to improve the situation, 


Military aid material was stored in an area used jointly with the | 


ICA Mission, and the military cargo was intermingled with commer. 
cial import cargo handled by the ICA Mission. A search for specific 
items was made occasionally in other storage areas and warehouses, 
and some items were found that, during the period cargoes were not 
checked, had not been identified as military assistance material. 
The major portion of military assistance cargo is shipped by rail 
to Laos. It takes approximately 3 days for the cargo to reach the 
Lao border were it must be unloaded and moved across the 
Mekong River by barge and then transported by truck to depots. The 
PEO had not established physical control and accountability for 
U.S. aid goods off-loaded at the rail terminus. Material is placed in 
unsecured open storage along the railroad right-of-way. 
Representatives of the Lao Army receive the cargo and assume 
accountability for the Lao Government at depots in Vientiane and 
Savannakhet. These representatives are supposed to sign the r | 
quired documents acknowledging receipt of the cargo and to proces 
reports of over, short, or damaged items. There had been seriou 
delays in obtaining these reports. 
We observed during our visit in December 1958 that the PEO lia: | 
son office in Bangkok had made significant improvements in recor | 
keeping and procedures to assure that military assistance materia | 
being unloaded and transshipped to Laos was adequately accounted 
for. We noted, however, that PEO had not placed a representative *' 
Savannakhet to receive material from the carrier who transports tt | 


across ‘J 
in the tr 


A test 
payment 
delivere 
Savanna 
awaiting 
liveries ¢ 


COORI 


Our 1 
rogram 
FFicient ' 
under be 
For ex 
ing abot 
lic Wor! 
in Laos. 
tion in L 
ment. “ 
of the a 
tion wor 
At tha 
of the pr 
construc’ 
United § 
to negoti 
needs. 
We ot 
being re 
on the n 
quately s 
In De 
under th 
construc 
Mr. C] 
pleased 1 
phase of 
date, 
Mr. H 
vene tom 
(Whe: 


vene at 1 


one 
At 
my 

to 
Vas 


ald 


A) 
elr 


na- 
ble 


der 
ion 


| OF 


ary 
nd. 


igh 
ond 
and 
al- 
00, 
the 
\er- 
ifie 
Ses, 


not | 


rail 
the 
the 
rhe 
for 
1 in 


me 
and 


C048 
ous 


ial: 
yr 


ited 


ef 


UNITED STATES AID OPERATIONS IN LAOS 247 


acTOSS Thailand and to act as a representative of the United States 
pe the transfer of this material to Laos. 


| Security deletion | 


A test of freight payments by the PEO liaison office indicates that 
payment was being made without verifying that the materiel has been 
delivered. We found, for example, that freight from Bangkok to 
Savannakhet was being paid although the materiel was still at Ubol 
awaiting transshipment. W e have suggested to the PEO that de- 
liveries of cargo be verified before bills are paid. 


COORDINATION BETWEEN MILITARY AND ECONOMIC AID PROGRAMS 


Our initial review disclosed that the military and economic aid 
rograms for Laos had not been sufliciently coordinated to insure that 
eficient use is made of materiel and equipment made available to Laos 
under both programs. _ Pe Xe 

For example, substantial quantities of roadbuilding equipment, cost- 
ing about $1.5 million, were delivered to the Lao Ministry of Pub- 
lic Works under the economic aid program for road construction 
in Laos. At the time of our review some urgent military construc- 
tion in Laos required the temporary use of some of this type of equip- 
ment. The Ministry of Public Works refused to permit the use of any 
of the available construction equipment for this military construc- 
tion work. 

At that time roadbuilding aggregate had been stockpiled at the site 
of the project but there were no plans to go forward with the military 
construction pending an arrangement to obtain equipment elsewhere. 
United States officials considered themselves powerless to take action 
to negotiate the temporary use of some of the equipment for military 
needs. 

We observed that some of this equipment had deteriorated since 
being received in Laos, indicating its availability for temporary use 
on the military construction work, and that it was not being ade- 
quately stored or protected. 

In December 1958, the construction equipment delivered to Laos 
under the economic aid program had not become available for use on 
construction projects of the Lao Army. 

Mr. Chairman, this concludes our prepared statement. We will be 
pleased to answer questions about these matters, or about any other 
phase of the military assistance program that we have reviewed to 
date. 

Mr. Harpy. At this point the subcommittee will adjourn to recon- 
vene tomorrow morning at 10 o’clock. 

(Whereupon, at 3:22 p.m., the subcommittee adjourned to recon- 
vene at 10 a.m., Friday, March 20, 1959.) 
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UNITED STATES AID OPERATIONS IN LAOS 


FRIDAY, MARCH 20, 1959 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON Foreign OPERATIONS 
AND Monetary AFFAIRS 
oF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:20 a.m., in 
room 302, Old House Office Building, Hon. Porter Hardy, Jr. (chair- 
man of the subcommittee) pr esiding. 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, George 
Meader, and Robert P. Griffin. 

Also present : John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel; Walton Woods, staff investigator; ; and Phyllis M. Sey- 
mour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Mr. Reporter, let the record show the presence of Mrs. Kee, Mr. 
Meader, Mr. Griffin, and myself, constituting a quorum under the com- 
mittee rules. 

In a statement I am about to read, I had planned to make reference 
to an item which appears in the statement submitted to the commit- 
tee for the record yesterday by Mr. Bailey of the General Accounting 
Office. The full statement was classified, but I believe the partic ular 
item to which I shall make reference is unclassified. However, I have 
asked Mr. Reddan to check with Mr. Hylander of GAO to determine 
the classification of the sentence in question. 

Mr. Hylander, did Mr. Reddan discuss with you the classification 
of this portion of your statement ? 

Mr. Hytanpver. According to our record, this statement has not been 
presented by our office to the Department of Defense for official clear- 
ance. 

Mr. Harpy. What does that mean ? 

Mr. Hytanver. Normally classified statements are presented to De- 
fense for their going over the whole document to determine proper 
classification. 

Mr. Harpy. Is this a Defense Department classification or is it an 
ICA classification ? 

Mr. Meaper. GAO. 

Mr. Harpy. I realize that GAO classified the entire document, but 
I want to know who classified the specific project I want to refer to. 

Mr. Hytanper. This was contained in information we received 


from our overseas office in Tokyo. I do not know from what Defense 
document they got it. 


249 
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Mr. Harpy. I am going to revise my statement, because there Seems 
to be a little doubt about the classification of this particular item 
This relates to a certain amount of a particular food involved jn the 
program in Laos, and it seems rather inconsequential. 

It is a little embarrassing when a committee of the Congress ig ep. 
fronted with this kind of a situation, with a relatively minor item jn, 
classified statement which cannot be declassified. 

This morning we begin public hearings on our study of the Ys 
foreign aid program in Laos. For several months we have lene 
making a comprehensive study of our aid operations and procedure 
in that southeast Asian kingdom, seeking to determine not only the 
basis for the establishment of force objectives in that country but 
also how these objectives have been translated into levels of aid, 

In other words, we want to find out whether U.S. aid operations jp 
Laos have been carrying out the objectives of the Mutual Security 
Act in an efficient and economic manner. : 


On March 11 we began a series of executive sessions, during which 


time the subcommittee heard numerous witnesses from the Depart. 
ment of Defense, the Department of State, and the General Account. 
ing Office. It was necessary that those hearings be closed because of 
the security classification which the executive branch placed on much 
of the testimony. However, at the conclusion of our hearings we vill 
confer with the departments and agencies concerned and seek to haye 
as much of the testimony declassified as is possible. 

We hope that thereafter we may be able to issue a truly informatiye 
report. 

Considering the magnitude of the problem with which our aid pro- 
gram seeks to cope, I don’t want to overstress such items as a shipment 
of a large quantity of a certain canned food to Laos which spoiled 
because it seems the Lao didn’t like it. It seems that we could have 
found that out before we shipped it over there. 

It also seems that we might be able to declassify the kind of food it 
was, and find out who was responsible for the shipment of it. 


(Subsequently, the executive branch removed its security classifica- 


tion ; the food involved was mackerel.) 

There are also other similar cases which have arisen and which 
seem to us to be serious but which some people might contend ar 
minor when related to the total problem. 

We will begin this morning with the testimony of the General 
Accounting Office witnesses concerning that agency’s most recent 
audit of our economic aid program in Laos. Following this we will 
depart from our planned order or presentation and take a look at 
certain road projects. This departure is necessary in order that we 
may accommodate some cut-of-town witnesses who cannot conveni- 
ently schedule later appearances. Upon completion of that particu 
lar phase of our study, we will then address ourselves to the broader 
aspects of ICA’s operations in Laos. 

Our first witness this morning will be Mr. George Staples of the 
General Accounting Office. 

Mr. Staples, will you come on up? We are glad to see you again 
I am glad to see that you have Mr. Rabel with you and Mr. Hy- 
lander. We have had the assistance of at least you and Mr. Rake 
previously, and I hope that we will be able to develop as full and 
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complete information on Laos as we have done in previous instances. 
[ want to express appreciation for your presence. 

Do you have a prepared statement that you are going to start with, 
Mr. Staples ? ; wn 

Mr. Sraptes. We do have a prepared statement, Mr. Chairman. 

Mr. Harpy. Will you submit that statement ? 

Mr. Srartes. Yes, sir. ; | 

Mr. Harpy. I will ask you to read this statement, Mr. Staples. 
Does it present the General Accounting Office’s position on this 
subject ¢ 

Mr. Startes. It does. 

Mr. Harpy. Go right ahead. 


STATEMENT OF GEORGE H. STAPLES, ASSOCIATE DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE; ACCOMPANIED BY FREDERICK K. RABEL, ASSISTANT 
DIRECTOR, CIVIL ACCOUNTING AND AUDITING DIVISION; AND 
CHARLES HYLANDER, SUPERVISOR, DEFENSE ACCOUNTING AND 
AUDITING DIVISION 


Mr. Staptes. Mr. Chairman and ladies and gentlemen of the sub- 
committee, we are pleased to present today at the request of the sub- 
committee a summary of our findings as a result of our examination 
of the economic and technical assistance program for Laos, as admin- 
istered by the International Cooperation Administration of the De- 
partment of State. After this summary presentation, we shall en- 
deavor to answer any questions which you may have and to furnish 
such additional information which you may desire. 

Mr. Meaver. May | interrupt? 

Does this mean that you are omitting any reference to the military 
assistance program ¢ 

Mr. Sraptes. This deals entirely with the economic and technical 
assistance program. 

Mr. Harpy. I might say, Mr. Meader, you were not present yester- 
day afternoon when we had the General Accounting Office here in 
executive session. Their statement on the military assistance program 
will appear in the executive hearing record. The brief item which I 
wanted to mention a while ago, and couldn't get declassified 

Mr. Meaper. I see the reference on page 2. 

Mr. Harpy. Go ahead, Mr. Staples. 

Mr. Sraptes. Our presentation summarizes the findings contained 
in our report to the Congress dated October 8, 1958. This report cov- 
ered the ICA program, principally for fiscal years 1955 through 
1957, but also gave effect to transactions and procedures in fiscal year 
1958 to the extent they were pertinent to our examination. Incident 
toa followup review of the military assistance program in December 
1958, our Tokyo office also made a limited review of the ICA program, 
particularly as to the significant deficiencies disclosed by our earlier 
examination. Our presentation today gives recognition to these latest 
findings. 
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BACKGROUND AND NATURE OF PROGRAM 


The aid program as presently administered by ICA dates back to 
January 1955, when Laos was granted full independence from France 
In July 1954, the Geneva Accords had terminated hostilities jp the 
area which was then French Indochina, and brought about the disso. 
lution of the political and economic association between France and 
the three Indochinese States of Cambodia, Laos, and Vietnam. 

The Geneva agreement also had brought northern Vietnam unde 
Communist control. It was at this critical time that the United 
States decided on separate and enlarged assistance programs to each 
of the three non-Communist countries, to protect their newly won 
independence and counter the Communist threat to their security and 
political and economic stability. 

In the 4-year period, 1955-58, assistance to Laos under the admin. 
istration of ICA totaled $166 million. The level of aid was based 
principally on the cost of maintaining the military forces of Lags 
for which the United States had assumed the full burden of support, 
Close to $125 million was programed in 1955-58 for the generation 
of local currency to pay for troop pay and subsistence, ordnance 
engineering, and all other military budget costs. This amount is ex. 
clusive of military equipment and supplies which were furnished sep- 
arately under the military assistance program administered by the 
Department of Defense. The military end-item program is the sub. 
ject of a separate report by our office and was presented to your sub- 
committee in a previous session of the current hearings. 

Mr. Harpy. Mr. Staples, I will try not to interrupt you, but I think 
this will be a good point to try to understand your reference in the 
previous paragraph to the $125 million programed for the generation 
of local currency paid for troop pay, subsistence, and so forth. 

The following sentence would imply that that was ICA aid fundsas 
contrasted to military assistance funds. That is not accurate, is it! 

Mr. Srartes. That is correct. Military assistance funds were over 
and beyond the $125 million that I mentioned here. 

Mr. Harpy. I had understood that direct forces support does not 
fall in the category of defense support. 

Mr. Sraries. That takes a little explaining, Mr. Chairman. 

Mr. Harpy. The only question I thought we ought to mention and 
explore at this moment is this one point: Subsistence had normally, as 
I understood it, come under the military assistance program rather 
than the economic aid program. 

Mr. Srapies. These are local costs connected with the troop pay and 
subsistence. 

Mr. Harpy. I understand. 

Is it your statement—and this is what I want to be clear on—that 
defense support funds or ICA’s economic aid program went to provide 
funds for troop pay 4 

Mr. Srartes. That is correct. 

Mr. Harpy. I believe that is contrary to other testimony we have 
had. But go ahead. 

Mr. Mraper. Just on that same point. Your figure of $166 million 
does not include any military assistance whatever, which is over and 
beyond the $166 million ? 
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Mr. Sraptes. That is correct. oi 3 

Mr. Harpy. When you say it doesn’t include any military assist- 
ance, do = o/. it doesn’t include any military hardware and that 
s ning ? 

Me arssiee. That is correct, Mr. C hairman. 

I would like to clarify this point: The dollar funds that I referred 
to here, the $125 million, were used to generate local currency, which 
local currencies were then used for troop pay. But the primary objec- 
tive of the $125 million was to generate local currency for the purpose 
of defraying the subsistence costs of the military forces of Laos. 

Mr. Harpy. Allright. Go ahead. 

Mr. Srartes. Thank you. 

Another important purpose of ICA aid has been the support of eco- 
nomic and technical development projects and of essential government 
services. About $18 million of dollar assistance was used to finance 
equipment, technical services, training, and support costs for some 30 
projects jointly sponsored by Laos and the United States. - 

The principal projects were highway improvement, police adminis- 
tration, navigation facilit les on the Mekong River, and advisory serv- 
ies in public administration. ICA also programed substantial 
amounts of counterpart funds, equivalent to around $20 million, to 

ay for the local costs of these projects. 

(Following is a summary of the aid funds provided by ICA during 
1955-58 :) 


Obligations 

Local currency generation: (in millions) 

Commodity procurement authorizations_._........._......____ $30. 3 

I NI st Sn a rr a sis dec cen a i eels tae 116. 5 
Dollar costs : 

Economie and technical development projects__.__.__._.-____.__ 18% 

aU: GRACINNNRIIRUDE: SUG ct dorctnierecicinn SRS acerca cee eee ee 35 

|) — a lina date th eS tii ts ic ta archi ahaa te hl ia ap arcana eee ie 166. 4 


SPECIAL PROBLEMS IN LAOS 


Mr. Srapies. The aid program has been seriously hampered by pre- 
vailing local conditions which, though common to underdeveloped 
countries in some measure, were particularly critical in Laos. 

Conditions in Laos were characterized by a primitive state of the 
economy, an absence of essential economic and statistical data, and a 
lack of personnel trained in government and business affairs. Fol- 
lowing the Geneva armistice, the withdrawal of the French admin- 
istration left the newly independent country with an inexperienced 
government, and the dissolution of the monetary union between the 
Associated States of Indochina made it necessary for Laos to develop 
its own financial and commercial facilities. 

The support of a relatively large standing army, the furnishing of 
essential civilian government services, and the requirements of for- 
eign exchange for imports—which heretofore had been responsibili- 
ties of France—were considered beyond the capabilities of Laos and 
hence were assumed by the United States. 

In this situation, ICA hurriedly organized in January 1955 an 
economic and technical aid mission in Laos which was to administer 
the various elements of a large-scale program. The agency had con- 
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siderable difficulty in staffing its overseas mission because of the yp. 
desirable living conditions. Housing was inadequate and costly ; ed. 
ucational and recreational facilities were unavailable, and sanitation 
was a major problem of everyday living. 

Notwithstanding major administrative shortcomings and the dis. 
closure of numerous abuses of aid funds, the responsible U.S. agen. 
cies, the Departments of State and Defense, and ICA, deemed it Tee 
essary to continue the aid program at an annual level of over g4 
million because of overriding foreign policy considerations, ICA 
advised us that responsible officials have been fully aware of the de. 
ficiencies in the program and have exerted continuous efforts to over. 
come them. 

Special investigations, audits, and evaluations were undertaken and 
resulted in recommendations for improvements. We have been a 
prised also of repeated diplomatic meetings between Lao and J. 
representatives to resolve the basic issues that contributed to the 
deficiencies. 

In April 1958, ICA issued an evaluation report on the Laos pro- 
gram, but we have been denied access to this report pursuant to the 
agency’s policy that the distribution of such evaluation reports shal] 
be limited to the executive branch. 

Mr. Harpy. Let me interrupt you again, Mr. Staples. 

We have Mr. Grant from the ICA present. 

Mr. Grant, since the evaluation reports have not been made available 
to the General Accounting Office, will you be good enough to furnish 
the committee with the names of all of the people who participated in 
making those reports? 

Mr. Lesure Grant. I have done that, Mr. Chairman. Mr. Reddan 
has those names. 

Mr. Harpy. Do you have them with you? I don’t believe we have 
received them. 

Mr. Leste Grant. I gave Mr. Reddan 

Mr. Reppan. No, sir. 

Mr. Leste Grant. Did I not? 

Mr. Reppan. No, sir. 

Mr. Leste Grant. I thought I had given you the names this 
morning. 

Mr. Reppan. You told me you had the list. 

Mr. Leste Grant. Here it is. 

Mr. Harpy. Since you have it right there, would you mind reading 
it so we will have it for the record ? 

Mr. Lesire Grant. I will read the names: James O. Babcock, Carlos 
Hall, Arthur N. Younger, Athos Revelle. 

Mr. Harpy. Thank you, Mr. Grant. 

Mr. Staples, let me ask you this: Since you did not receive the evalt- 
ation reports, did you have any conversations with those individuals! 

Mr. Srartes. No, we did not, Mr. Chairman. As far as I know, we 
did not. 

Mr. Harpy. All right. 

Mr. Meaper. Mr. Chairman, before you leave that point 

Mr. Sraries. Wait a minute, now. I believe the Director of our Far 
East Branch in Tokyo had a conversation in his office with Mr. Bab- 
cock. Our Director did not give us the essence of his conversation. 
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Mr. Meaper. Mr. Chairman, I just want to make one point clear: 
Your reference in this sentence in the middle of the second paragraph 


on the page: 


Special investigations, audits, and evaluations were undertaken and resulted 
in recommendations for improvements. 


Are you referring to those investigations, audits, and evaluations by 
ICA itself, or were there additional investigations? — 

Mr. Sraries. ICA and, | think, the Department of State also either 

articipated in those or made separate ones themselves. 

Mr. Meaper. Do you have the date, and can you list the number of 
these investigations, audits, and evaluations, when they took place ? 

Mr. Srapues. I think that we can probably get some details on it. I 
don’t know whether we can get all of it. Whatever we can get on that, 
Mr. Meader, we shall be very glad to submit it to the committee for the 
record. aa ; 

(The following information was subsequently submitted to the sub- 
committee by the General Accounting Office :) 


Data ON INVESTIGATIONS, AUDITS, AND EVALUATIONS MAbDE By ICA RELATIVE TO 
THE LAO Alb PROGRAM 


As requested, we are furnishing herewith a list of investigations, audits, and 
evaluations which took place in Laos during fiscal years 1956 through 1958 and 
which have come to our attention in the course of our examinations, both in the 
field and at the Washington office of ICA. 


Date of report Responsible organizational unit 

May 24,1956_... Report by special study group composed of representatives of 
ICA, State, and Defense (so-called Sessions report—classi- 
fied secret). (Excerpts from this report appear as appendix 
II, p. 970.) 

Aug. 29, 1957.... Internal audit report by Audit Division, Office of the Con- 
troller, ICA, Washington, report No. 39-1 (classified con- 
fidential). 

Apr. 15, 1958__._. Evaiuation report by the Office of the Assistant to the Director 
of ICA for Evaluation (access to this report was denied to 


GAO). 
Nov. 1958_.__---. Report on field examination of negotiation and administration 
(Not dated. ) of road construction contracts, by Audit Division, Office of 


the Controller, ICA, Washington (classified confidential). 
Dec. 17, 1956_.__. Study of commodity import program—USOM Laos, by O. F. 
Yarger, investigator on special assignment to Controller, ICA, 


Washington. 

Dec. 10, 1957.__._. Laos procurement study, prepared by Financial and Procure- 
ment Methods Division, Office of the Controller, ICA, Wash- 
ington. 

Various........ Investigative reports on individual alleged malpractices, by 


W. H. McKeldin and W. M. Kelly, Regional Inspectors, Of- 
fice of Personnel, Security, and Integrity, ICA. 


Tak erate End-use investigation reports by Controller’s Office, ICA Mis- 
sion in Laos. 
a Reports by Howell & Co., management firm engaged by ICA for 


advisory services to the Lao Government. 
Mr. Mraper. You refer in a subsequent paragraph to the fact that 
GAO was denied the evaluation study, the report, rather, of April 


1958. 


Did you have access to the results of the other special investigations, 
audits, and evaluations, or have you been denied access to any results 
of any investigations, audits, or evaluations made by the ICA or the 
State Department ? 
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Mr. Srapies. No, we have not, Mr. Meader. We have received 
and we have had access to any reports insofar as we were aware of 
them, except the evaluation report. I qualify that a little bit becaus 
IT am not sure that we actually know all of the audits, evaluations, and 


investigations that were made in connection with the program jy | 


Laos because the information we have, or the impression we t, is 
that there were a whole series of investigations and look-eves bets 
made by different segments of ICA and the State Departme ; 
a period of probably 114 or 2 years. 

We may not be apprised of all of them. But we do know of a nun. 
ber of them. And as to those, we did not have any difficulty in hay. 
ing them made available to us. 

Mr. Meaper. Let me make it clear. You refer specifically to on 
specific evaluation report in April of 1958. But in your previo, 
paragraph you talk about evaluations in the plural. Does that mean 
that there were evaluation reports made prior to April 1958, which 
have been available to the GAO ? 

Mr. Srartes. That’s right, yes. When you talk of evaluations— 

Mr. Reppan. By the Office of Evaluation ? 

Mr. Srapies. No. That is the point I mean to bring out now. The 
agency, ICA, has adopted a policy that what they call the evaluation 
reports, made by its Office of Evaluation, shall not be available to the 
General Accounting Office or to anyone else outside of the executive 
branch. 

I think you can understand that, with respect to any kind of an in. 
vestigation or audit or examination, evaluations of various kinds ar 
made. That is what we refer to in that passage there about evalu. 
tions. 

Mr. Meaper. I am glad you cleared that up because it would ind- 
cate from your first reply to my question that any evaluations mat 
prior to April 1958 had been available to GAO, but now I understand 
your testimony to be that no evaluation made at any time by the 
Office of Evaluation of ICA has been made available to GAO. 

Mr. Sraptes. That is correct. 


Mr. Meraper. But the other audits and investigations made by other | 


agencies either of the State Department or ICA, to the extent that 
you were aware of the existence of any reports on those audits, in- 
vestigations, and so on, were made available to GAO? 

Mr. Srartes. That is correct. 

Mr. Meapver. But you don’t know whether there might have been 
some other evaluations that you didn’t learn about ? 

Mr. Sraptes. That is correct, too. 

Mr. Harpy. The use of the word “evaluation” here has two differ. 
ent connotations. One has to do with the evaluations made by others 
than those representing the Office of Evaluation ? 

Mr. Sraptes. That is correct. What we have used there, Mr. Chair. 
man, is both the colloquial word and the designated report title. Thos 


nt over | 


SS 


are known generally as the “evaluation reports” made by the Office | 
of Evaluation. And in that context those types of reports have been | 


denied to us not only on Laos but on other countries, too. 
Mr. Harpy. We may have to find out how the Office of Evaluation 
performs. That might be a critical point. 


Mr. Meaper. Mr. Staples, to make this clear, you do know that ther | 


was a report in April 1958, by the Office of Evaluation ? 
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Mr. STAPLES. That is correct. 

Mr. Maver. Do you know whether there was any report by that 
office prior to April 1958? wre 

Mr. STAPLES. z can only say, Mr. Meader, that our information is 

re was not. 
Fae to say that rather cautiously because we only know what in- 
formation the agency either gives us, or we can ascertain from the 
records. It is conceivable—although I doubt it—that there may have 
heen or could have been an evaluation report by that same office at a 
rior time or at a subsequent time about which we have not learned. 
As I say, I think that is remote. 

Mr. eng But GAO did seek to learn of the existence of such 
a prior evaluation report ? 

Mr. Srartes. That is correct. eo 

Mr. Meaver. And was unable to ascertain that it did exist? 

Mr. Sraptes. I think we can go further than that and say we were 
informed that there wasn’t any evaluation report by the Office of 
Evaluation on Laos prior to the one in April 1958. 

Mr. Harpy. At the conclusion of the middle paragraph on page 4, 
Mr. Staples, you refer to investigations which had been undertaken 
and resulted in recommendations for improvement. You refer, then, 
specifically to evaluations and investigations other than those from 
the Office of Evaluation ? 

Mr. Sraptes. That is correct; yes, sir. 

Mr. Harpy. You have no knowledge as to whether the Office of 
Evaluation has ever recommended any improvement ? 

Mr. Staptes. No, we do not. 

Mr. Harpy. So, as far as we know the Office of Evaluation is just 
drawing pay and hasn’t served any useful purpose. You have no in- 
formation to the contrary, have you? If you have, I would like to 
have it. 

Mr. Sraptes. I can only answer that in the negative, Mr. Chair- 
man. I have no information to the contrary. 

Mr. Harpy. So, if they are just drawing pay the taxpayers would 
be better off if it were abolished / 

Mr. Startes. I think that would be disputed by ICA in the sense 
that they hold it is a valuable office. 

Mr. Harpy. In the absence of evidence to the contrary I must as- 
sume that it is excess baggage, unless you have some basis for correct- 
ing that assumption. You are the witness now, not ICA. 

Mr. Staptes. I have no basis for disputing you since we do not 
know what is in the evaluation report. 

Mr. Harpy. Of course, I can’t make that as a statement of fact. I 
am making that assumption based on the best information I have. 

You have no knowledge of any recommendation for improvement 
that has ever come out of the Office of Evaluation ? 

Mr. Sraptes. I have no knowledge of it ; no, sir. 

Mr. Harpy. Thank you. Go ahead. 

Mr. Mraver. Do any of these other investigations to which GAO 
has had access subsequent to April 1958 make reference to any re- 
forms recommended by the Office of Evaluation which have taken 
place, or is there any evidence of any reforms that have been taking 
place which might be traced to the report of the Office of Evaluation ? 
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Mr. Staptes. We would not be able to say that because insofar gg 
we have examined any other reports, and they have contained recom. 
mendations or brought out other forms of deficiencies, they h 
made specific or pointed reference to them as emanating fr 
by the Office of Evaluation. 


Mr. Harpy. Mr. Staples, the General Accounting Office jg the | 


agency which is charged with the responsibility of advising the Cop. 
gress about the efficiency of the operations of the various branch 
of the Federal Government; is that right? 

Mr. Srapies. That is correct. 

Mr. Harpy. You haven’t told us a blessed thing about the opera- 
tions of the Office of Evaluation of ICA. Now why is that? 

Mr. Srarres. Well, one of the ways by which we can evaluate the 
Office of Evaluation is by an examination of their reports, and ging 
we have not had access to those reports I don’t think we are in, 
position to evaluate the operations of the Office. 

Mr. Harpy. In any event, you haven’t advised the Congress about 
the adequacies of the improvements of the personnel in the Office of 
Evaluation. 

Mr. Sraptes. We have not. What we have done is to very definitely 
notify the Congress that we have been denied access to these reports 
and because we have been denied access to these reports we are unable 
to fulfill all of the responsibilities that are placed upon us by the 
statute. 

Mr. Harpy. I didn’t know that GAO had expressed it quite that 
clearly with respect to the Office of Evaluation. I know you have in 
other areas, and the Government Operations Committee just issued a 
report a couple of days ago in connection with some of your expe. 
riences with the Air Force. 


Mr. Sraptes. In our report on Taiwan we dealt with that subjectat | 


considerable length, and in subsequent reports we have merely incor. 
porated in them, by reference 

Mr. Harpy. I am just trying to lay the groundwork to help youdo 
your job a little better. 





Mr. Sraptes. We would certainly appreciate that, Mr. Chairman 


Mr. Harpy. Go ahead with your statement. 


Mr. Sraries. The position of the Comptroller General that these re | 
ports should be available for our examination and the position of | 
ICA setting forth the reason for its refusal have been discussed at | 
some length in our earlier report to the Congress on the aid program | 


for the Republic of China—Taiwan—issued August 29, 1958 

We have grouped what we consider the principal areas of concer 
in the administration of the aid program in the following major 
categories : 

DISPROPORTIONATE SIZE OF PROGRAM 

The ICA program, averaging around $45 million a year during the 
period 1955-57, was disproportionate in size to the normal volume of 
economic activity in Laos. The program approximated one-half oi 
the country’s estimated gross national product of about $100 million 
per year—excluding external aid. Laos has an estimated 2 million 
inhabitants who are predominantly rice farmers producing in general 
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reported to be illiterate. The country is landlocked, largely moun- 
tanous, and broken up into small, primitive, and inaccessible villages. 
Inadequate transportation and communication facilities, within Laos 
as well as with its neighbors, are an obstacle to the exchange and dis- 
tribution of goods and seriously hamper economic development. 

To provide the assistance considered necessary for the support of 
the Lao Army and police force, essential civilian government services, 
and development activities, ICA financed a large-scale local currency 
generating program which involved the granting of dollars regardless 
of the country’s current foreign exchange and import requirements. 

During 1955-57, ICA furnished dollar exchange for an average 
annual import level of $40 million. Officials in the field considered 
this level too high and not desirable because it tended to: 

(1) Strain transportation and administrative facilities. 

(2) Increase pressures for diversion of imports and other malprac- 
tices by importers and suppliers; and ye. 

(3) Provide more imports than the country can absorb and a living 
sandard higher than Laos can expect to sustain by its own efforts in 
the foreseeable future. 

Mr. Meaper. I would like to pin these things down. You say offi- 
cials in the field. 

Can’t you be more specific ? 

Mr. Srarptes. At this particular moment I think that the Mission 
Director at that time expressed that, because I remember having seen 
some document that he wrote. 

I think it was contained in the mission’s annual program which 
they submit to the Washington office. 

Mr. Meaper. Do you remember his name? 

Mr. Sraptes. I think his name was Robbins. He was the Mission 
Director out there. 

Mr. Mraper. How about the Embassy officials ? 

Mr. Sraptes. I have no direct knowledge of that at this particular 
moment. 

Mr. Meaper. Whether or not the diplomatic mission in Vientiane 
opposed the level of aid or not ? 

Mr. Stapies. I don’t know. I think we would have to go back 
into our detail in order to get that, if we have that. 

Mr. Maver. I wonder if you could provide us with the identity of 
the officials you referred to? 

Mr. Startes. We will try to do that. 

(The following information was subsequently submitted to the sub- 
committee by the General Accounting Office :) 


Basis FOR REPORTED CONCERN OF AGENCY OFFICIALS AS TO LEVEL, NATURE, AND 
EFFECTS OF THE AID PROGRAM 


On pages 5 and 6 of our prepared statement before the subcommittee we 
referred to the concern expressed by agency officials in the field as to the rela- 
tively high level of the aid program, and its adverse effect on the Lao economy 
and the accomplishments of certain collateral U.S. objectives. We have been 
requested by the subcommittee to identify the officials who have expressed these 
thoughts. 

The principal source of our information is the narrative part of the ICA 
mission’s proposed program presentation for fiscal year 1959 (classified secret). 
This presentation was prepared on November 15, 1957, and was furnished to the 
Washington office of ICA over the signature of the then Mission Director, Cark 

41067—59——_-18 
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B. Robbins. We understand that this presentation and evaluation re 
the composite views of the mission’s entire staff, and conversations w 
representatives from the Tokyo office had with mission officials dur 
field visit in March 1958 essentially confirmed these views. 


Presents 
Thich oy | 
INg their 


Mr. Sraptes. The Mission expressed concern over reported instano 
of graft and corruption in the Lao administration of both dollar funk 
and generated local currency while the United States had inadequat 
means of supervision and audit. 

Support of the army and police force at pay scales which were oy} 
of line with the standard of living in Laos tended to distort the wa 
and price structure. This condition also tended to draw away map. | 
power from the functions of civilian government, education, and the 
villages, thus intensifying the shortage of qualified personnel, 

Mr. Mraper. There again, you say the Mission. It is like saying 
Washington did this or that. It seems to me that your testimony 
would be more meaningful if we could identify them. | 

Mr. Harpy. I think that is right. And if there are documents tha | 
specifically relate to these statements, we ought to identify thos | 
documents. 

If you can’t do it now I want you to do it later on; identify thoy 
documents so that they can be included in the record here. 

I am not at all sure that we have them. Which leads me to raise 
a question, I thought we had asked ICA for all the documents tha 
would bear on this particular subject. 

Mr. Sraptes. I think it is safe to say, Mr. Chairman, that what ye | 
say here comes out of documents. As far as identifying particular 
individuals, that may be somewhat difficult. 

Mr. Harpy. If you identified the document that will take care of 
the situation. But we do need something a little more tangible than 
just a statement which is without any support, documentary support 
or directive. | 

Mr. Sraptes. I believe there is documentary support for all of this, | 

Mr. Harpy. If that is the case, we have either overlooked it in ou | 
examination of the documents made available, or ICA has not mate 
available all the documents. 

Mr. Griffin? 

Mr. Grirrin. Mr. Chairman, here is a statement which says: “Sup- | 
port of the army and police force at pay scales which were out of 
line with the standard of living in Laos * * *.” Of course we have 
had testimony here that the army pay scale was low—maybe I an | 
talking about classified information, but I don’t think so. 

Mr. Harpy. Unfortunately it is classified. 

Mr. Grirrin. This is as of when? 

Mr. Harpy. I think that you can safely say this: That the state 
ment which is made here is not consistent with testimony which was 
given in executive session. 

Mr. Meaper. Let me get this clear, too, Mr, Staples. Is this state: | 
ment Mr. Griffin has just referred to the statement of GAO or is that 
the statement of Mission officials, or anyone else ? 

Mr. Srapves. I believe it is a statement of Mission officials and 0 | 
the basis of factual information that we had, that statement of Mis 
sion officials, Mission people, appears to have been reasonable. 

We had certain statistics on that. That was during the perio 
1955-57. 
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Mr. Harpy. I do think we are going to need to try to ———- the 
supporting basis for these statements because actually, as Mr. riffin 
ust pointed out, this is not consistent with testimony which we have 
had in executive session, We are going to have to determine what the 
fact really is on this. Go ahead. ; : 

Mr. Srartes. ICA administrators in the field have pointed to the 

ssible adverse impact of the U.S. program on the economy of Laos 
and the general population. While serving the principal objective of 

reserving national independence of the state of Laos, the program 

was found less suited to promote other important U.S. objectives, 
such as to foster a stable and effective government with wide popular 
support and oriented toward democ ‘atic concepts, and to promote 
confidence in, and respect and friendship for, the United States. 

Mr. Mraper. I hate to keep interrupting, Mr. Staples. 

In the phrase, “While serving the principal objective of preserving 
national independence of the state of Laos,” does that mean that GAO 
has come to the conclusion that the program as actually administered 
did serve that purpose ¢ 

Mr. Sraptes. No, sir. We are quoting here the ICA administrators. 
Weare simply continuing to quote them—not quoting them but para- 
phrasing them. ee 

Mr. Meaver. That is not GAO’s conclusion ? 

Mr. Sraptes. No, sir. We don’t make any evaluations in that field. 
This whole paragraph is a paraphrase of opinions expressed by ICA 
administrators in the field. 

Mr. Harpy. As long as we understand it. It is necessary that we 
get it clear. - ; 

Mr. Sraprtes. The ICA Mission reported that arbitrary practices 
in the issuance of import licenses, abuses in the import program and 
the use of counterpart funds, and evidences of luxurious living made 
possible by the large-scale import of consumer goods have received 
widespread unfavorable publicity. 

Mr. Meaper. On that point, did GAO confer with the USIA? Or 
do you have any evidence of the views of the USIA on promoting 
friendly relations with the Lao people, and whether or not our aid 
program as administered actually harmed our relations? 

Mr. Sraptes. No, we have not, Mr. Meader. My recollection is 
that this information came out of a rather extensive dissertation on 
the whole aid program in Laos which was contained in the Mission’s 
proposed program which they submit to Washington annually. 

As I recall that was quite a 

Mr. Meaper. For what year? 

Mr. Srartes. I believe it was for 1957, but I will have to check it. 
As a matter of fact it may have been in more than one year. Because 
they submit these country programs annually. 

Mr. Grirrix. Luxurious living, by whom? 

Mr. Straps. I believe that luxurious living refers to a small num- 
ber of individuals who are alleged to have benefited by it. In other 
words, the moneyed people in Laos. 

Mr. Harpy. They were Lao? 

Mr. Srartes. A good many of them. It is alleged that a good 
many of them were not Lao but Chinese. 
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Mr. Harpy. Do you know of any American citizens, non-Goyerp, | 


ment employees, who fell into that category ¢ 

Mr. Srapies. Not that I know of. 

Mr. Meaper. You were not referring to U.S. personnel in th; 
matter of luxurious living ? 

Mr. Srapies. No, we were not referring to them because they wer 
not the direct beneficiaries of the aid. 

The aid was through the Lao Government and to people, busines. 
men, merchants and the like, who were able to obtain authorizations 
for import licenses through the Lao Government. 

Mr. Harpy. Go ahead. 

Mr. Sraptes. A gradual improvement in this situation has been 
noticeable since fiscal year 1958. The aid level for 1958 was reducag 
to $82 million, limiting the local currency generating program ty 
$27.3 million. For fiscal year 1959, the program is being further p. 
duced to $24 million, because of decreased military budget Support 


requirements, while at the same time greater emphasis is placed op | 


economic and technical development activities. 

The reduction in 1959 is primarily due to the monetary reform jy 
October 1958 which eliminated the former artificial exchange rate of 
the kip and now produces the required local currency at less thap 
half of the cost formerly incurred by the United States. 

Prior to the monetary reform of October 1958, U.S. aid dollar 
were converted at the official exchange rate of 35 to 1. This rate 
compared with free rates quoted in Bangkok and Hong Kong ranging 
between 80 and 110 kip to the dollar. 

The use of the unrealistically low rate of 35 to 1 increased sub. 
stantially the cost of U.S. aid, since the primary objective was to 
generate local currency for military budget support. 

This rate also contributed to abuses in the import program, such 
as profiteering, diversion of commodities, and improprieties in issv- 
ing import licenses. The agency found that the artificially low ex- 
change rate provided strong incentives for excessive imports, capital 
flight, and illegal profits by operating in the open market for kip. 

Mr. Meaper. Who do you mean by “the agency” ? 

Mr. Srapres. ICA. 

Mr. Meaper. The ICA Mission in Laos? 

Mr. Stapies. And the ICA in Washington, together with the State 
Department. They were all, I think, of the common recognition of 
this monetary situation. 

Mr. Meaper. Can you give a brief, general idea of how long it 
took to get that monetary reform from the time the agency became 
aware of it as a problem ? 

Mr. Sraptes. Both the State Department and ICA have apprised 
us that they have been aware of the unrealistic exchange rate almost 
from the beginning of the program in January 1955. That would 
place it probably several months thereafter, at which you might say 
there became definite awareness of it. Maybe they were aware oft 
from the very beginning, since the evaluation of the kip was tied into 
the French franc, which in turn was overvalued too, as we have later 
found out. So in my own personal opinion it was reasonable to ex 
pect that the kip was probably overvalued from the very inception. 

Mr. Meaper. In other words, after the agencies were aware of this 
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artificial evaluation of the kip and realized that something should be 
done about it, it took a period of 3 years to actually get any reforms? 
Mr. Srapies. It took until October 1958, from whenever they actu- 
ally started active negotiations or actual representations to the Lao 
Government. I am personally not certain of that exact beginning 
date, but the State Department has told us, and so has ICA, that it 
began somewhere along in the year 1955. 

Mr. Meaver. Is there any documentary reference whereby iaiaine 
could be fixed when the agencies were aware of the artificiality of the 
rateand its consequences on our program? 

Mr. Srartes. We have no documentary evidence on that particular 

int. I can’t say whether ICA or the State Department has. It is 
conceivable to me that there could have been representations and ne- 
sotiations made over a period of time without any official documents 
having been recorded for that. I don’t know. 

But the point is that we inquired of the agency about that, and that 
is what they told us, both the State Deparment and ICA. We have 
no reason to either accept it or deny it. 

Mr. Meaper. I notice that you refer to the submissions of the Mis- 
sion for the Lao program with respect to other matters such as the 
issuance of import licenses, abuses of the import program, and coun- 
terpart funds and so on. a 

It would strike me that a matter of the magnitude of the artifici- 
ality of the kip rate would likewise be a subject of comment in those 
submissions. I am simply asking whether or not in your review of 
the documents which have been made available to you, you find any 
reference to the subject that you are now talking about; that is, the 
rate of exchange in these submissions or in other reports that may 
have been made from time to time, and if you couldn’t fix a date when 
the agency became aware of this artificiality of the exchange rate as a 
problem affecting the administration and the success of the aid 


rogram 
" Mfr. Sraptes. I would say this, so far as the country aid program 
is concerned, I don’t have a specific recollection as to whether or not it 
is referred to. I think it is most likely that it is referred to in that 
particular document. 

Mr. Meaper. I was just. wondering if, as in these other matters 
where we requested additional details, you couldn’t review such docu- 
ments as you have examined in the preparation of your report and 
ascertain the time at which the agency became aware of this exchange 
rate problem. 

Mr. Srapies. I think that we can examine the documentation which 

we have on it and which is available to us and probably submit certain 
dates which would represent the earliest information that is contained 
in those documents. 
_ Mr. Mraper. My point is simply this, Mr. Staples: We are looking 
into the efficiency and the economy of the administration of this pro- 
gram in Laos, and in 1955 the ICA mission and the diplomatic mission 
in Laos, and the State Department and ICA in Washington, were 
aware that the artificiality of the exchange rate was a problem which 
pethaps.was responsible for some of these other abuses that are being 
talked about, but it took them 3 years to get any results. That has a 
bearing upon the effectiveness with which they administered the 
program, 
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Mr. Srarxes. We will try to get information on that for you, Mp. 
Meader. 

(The following information was subsequently submitted to the sub. 
committee by the General Accounting Office :) 


LENGTH OF TIME DURING WHICH MONETARY REFORM WAS UNDER CONSIDERATIog 


During our appearance before the subcommittee, we stated that ICA ang the 
Department of State had been concerned for an extended period of time over the 
artificial exchange rate of the Lao kip and made continuing attempts to nego. 
tiate a more favorable rate with the Lao Government. The subcommittee x». 
quested us to fix the time at which ICA and the Department of State first became 
aware of the exchange rate problem and started their efforts to arrive at q more 
realistic rate. 

According to the documentation available to us, beginning in December 1958 
responsible U.S. agencies had under “intense study” the means of bringing aboy 
an adequate monetary reform. Negotiations with Lao officials started in October 
1957. Efforts to effect a satisfactory reform were transferred to Washingtog, 
D.C.,, at the oceasion of a visit of Lao cabinet members in January 1958, but no 
final agreement was reached and further negotiations were postponed until after 
the May 1958 elections in Laos. Subsequent to the elections, negotiations wor 
resumed and, following formation of a new government, were successfully con. 
pleted with the monetary reform agreement effective in October 1958, 

While we have no reliable information on the disparity between the officia) 
and the free exchange rates of the kip during calendar year 1955, availabe 
statistics show the rapidly declining value of the kip in calendar year 195. 
Compared to the official exchange rate of 35 to the dollar, quotations on the 
Hong Kong market were 65 to 1 in the early part of 1956 and 106 to 1 in December 
1956. The free rates quoted in 1957 were between 80 and 110 kip to the dollar, 


Mr. Harpy. I think, Mr. Meader, I can make a brief comment that 
might help clear this up. 

I am not going into any detail, but in an executive session which 
this committee held in April of last year, Mr. Staples gave the sub- 
committee information concerning a memorandum which he had writ- 
ten which related to a session with the Department of State and ICA 
early in January 1958. 

You made your first study of the Lao problem and the Lao pro- 
gram when, Mr. Staples? 

Mr. Srapies. I think we started early in 1957 and continued it 


j 


| 


right on until we culminated with our field visit by our Tokyo office | 


in March 1958. 

Mr. Harpy. In March of 1958; you had not made any field inspec- 
tion up to that time? 

Mr. Srapies. Up to that point. 

Mr. Harpy. I will read this one statement from Mr. Staples’ testi- 
mony of April 1958. He said the essence of points advanced by State 
and ICA included this one, and I quote: 

That a field examination of the Lao program by our office would not disclose any- 
thing not already brought out by several other examinations or anything no 
known to the Department and the ICA. 

So it was the contention of the State Department and ICA in 
January 1958 that they already knew all of the deficiencies whic 
existed in this program. 

Mr. Sraptes. That is correct. 

Mr. Harpy. They contended that any field examination that you 
might make at that time would not provide any information whieh 
they didn’t already have. 

Mr. Sraptes. That is correct, Mr. Chairman. 


Mr. Har 

Mr. St 
one of the 
tration of 1 
the Depart 
favorable r 

These ne 
pursuant te 
lished, effe 
monetary I 
shall sell a 
‘o prevent 


During t 
generating 
sorted to tl 
needed in t 
cash grants 
economic a 

The age! 
pursuant t 
under the } 
required fo 
funds are ¢ 
cipient gov 

Under tl 
checks to tl 
correspond 
which they 

The Gov 
of Laos. T 
States and 
into kip by 
repay the b 

The exte 
years 1955- 
abuses : 

l. Lao di 
tary requir 
dollars, inc 
the finanei 
the dollar 
the country 

2. Funds 
Cash grant 
iN excess 0 
stated pury 
months of t 

d. The ¢ 
supervision 


| authorizati 


and catego 















































“— ou 


> 


ti- 
te 


ny: 
hot 


Ci | 


youl 
ich 


UNITED STATES AID OPERATIONS IN LAOS 265 


Mr. Harpy. Go ahead. — - 

Mr. Srartes. Recognizing that the unrealistic exchange rate was 
one of the major contributing factors to the unsatisfactory adminis- 
tration of the import program, the agency made, in conjunction with 
the Department of State, continuing attempts to negotiate a more 
favorable rate with the Lao Government. | | 

These negotiations finally culminated in an agreement with Laos, 
pursuant to which the Lao Government devalued the kip and estab- 
lished, effective October 10, 1958, an exchange rate of 80 to 1. The 
monetary reform agreement provides that the National Bank of Laos 
shall sell and buy freely U.S. dollars, subject to certain safeguards 
to prevent excessive capital outflow and protect Lao dollar reserves. 


DISADVANTAGES OF CASH GRANT METHOD 


During the period 1955-58, close to 80 percent of the local currency 
generating program was In the form of dollar cash grants. I¢ A re- 
sorted to this device for the purpose of generating quickly the funds 
needed in the military budget support program. ‘To a lesser extent, 
cash grants were also used to generate kip needed in connection with 
economic and technical development activities. 

The agency determined that sufficient kip could not be generated 
pursuant to the normal procedures of financing commodity imports 
under the procurement authorization system because of the lead time 
required for the procurement and shipment of goods until counterpart 
funds are deposited by the importers and become available to the re- 
cipient government. 

Under the cash grant method, ICA gives U.S. Treasury dollar 
checks to the Government of Laos which in turn deposits immediately 
corresponding amounts of kip in the special counterpart account from 
which they are withdrawn for the intended program purposes. 

The Government of Laos borrows the kip from the National Bank 
of Laos. The latter deposits the dollar funds in a bank in the United 
States and holds them as currency cover until they can be converted 
into kip by sale to importers. The kip proceeds are then applied to 
repay the borrowings by the Lao Government. 

The extensive use of cash grants, totaling $116 million in the 4 
years 1955-58, resulted in a number of undesirable conditions and 
abuses : 

1, Lao dollar reserves accumulated in amounts in excess of mone- 
tary requirements. Although ICA agreed to a liberalized use of the 
dollars, including the importation of nonessential commodities and 
the financing of several categories of “invisible” payments, some of 
the dollar exchange was not put to productive use for the benefit of 
the country. 

2. Funds were granted prematurely at the close of the fiscal year. 
Vash grants were made in June 1955, 1956, and 1957 considerably 
in excess of the amounts granted in preceding months, and for the 
stated purpose of meeting local currency requirements of the first few 
months of the next fiscal year. 

3. The cash grant procedure did not afford ICA the means of 
supervision and audit which normally are a part of the procurement 
authorization system, principally (a) prior designation of amounts 
| and categories of commodities to be financed before aid dollars are 
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granted, and (b) subsequent receipt of documentary evidence jn Sup. | 
port of actual payments for commodity shipments which are Subjec 
to ICA audit and recovery of funds if spent in violation of ee 
regulations. ICA did not consider it practicable to apply these we 
trols to cash grant dollars since they become the property of the Lay 
Government before they are allocated to importers. Also, the apene 
expressed some doubt as to the right of the U.S. Government under 
the terms of the bilateral agreement with Laos to make on-the-spoi 
end-use investigations—as prescribed by agency procedures for regy. 
lar import programs—with respect to commodities financed with 
eash grant dollars. 

Under the terms of the agreements with Laos, ICA was to key | 
informed of the use of the dollar funds granted and was to be eg). | 
sulted concerning the measures adopted by Laos for their effician; 
use. 

Mr. Harpy. Mr. Staples, I will try to stop interrupting you " 
to go back to the statement about precluding investigations jn cop. | 
nection with these cash dollar grants, does that mean that our dolly 
grants were made to the Lao Government and we actually had no ef. 
fective way of knowing what purpose they were used for? 

Mr. Sraptes. It boiled down to that, Mr. Chairman, in the seng 
that they were unable to get any kind of adequate reports or infor. 
mation as to what the dollar cash grants were used for. 

Mr. Harpy. So that after we had put up the dollar cash grant w, 
under our agreement, didn’t even have the right to require them ty 
tell us what they did with it? 

Mr. Srapues. I will say that the agreement with Laos did not Spe | 
cifically cover this point. But an interpretation of the agreement, 
in the opinion of the agency, gave some doubt as to whether or no 
the same rights of end-use inspection that applied to procurement 
authorizations or commodities financed through the procurement 
authorization system were also applicable to the examination o| 
end-use inspection of commodities that were financed by cash grants 

Mr. Harpy. Do you have any information to indicate that ICA 
sought to find out what actually happened to those dollars? 

Mr. Srarues. I believe that we do. I believe we have informatio 
that efforts were made. I can’t say that extensive efforts were made, 
but efforts were made, according to information that we have. | 

Mr. Harpy. Do you have information to the effect that the La’ 
Government resisted such determination ? 

Mr. Strapies. Maybe “resisted” is not the word. They were cr 
tainly reluctant, and they weren’t disposed to permit free mobility 
in the selection of or the examination of end-use of commodities 
financed with cash grants. 

Mr. Harpy. Did that have a tendency to slow up the use of cas 
grants by ICA? | 

Mr. Srarves. It didn’t have any tendency to slow up the use 0 
sash grants, no. ma 
no diminution of cash grants that could be associated with the dif | 
culties they were having in making end-use inspections. 

Mr. Harpy. So that when the cash grants were made, we lost al 
control, all means of determining accurately what real purposes wer | 
served by those grants ? 
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Mr. STAPLES. Well, as I say it reduced itself to that. They did 
have a commission of the Lao Government which was supposed to 
screen and did ; ie oe 
" Mr. Harpy. We weren't represented on that commission ? 

Mr. Staptes. We had an observer on that commission. Mr. Rabel 
tells me that the subject we are inquiring about is covered in the next 
page of our statement. If that doesn’t clear it up we can revert to it. 
Mr. Harpy. Goahead. 

Mr. Srartes. These provisions were not complied with; the admin- 
istrative machinery provided by Laos for the allocation of import 
licenses was not satisfactory; and the agency found it difficult, if 
not impossible, to obtain full and up-to-date information on the use 
of cash grant dollars and to carry out adequate end-use investigations. 

The Lao agencies had no adequate statistical data to determine 
commodity requirements, no definite criteria for identifying legiti- 
mate importers, and insuflicient trained personnel to properly admin- 
ister the operation. ICA engaged the services of an American man- 
agement firm to st rengthen the procedures of the Lao agencies. 

Also, a representative of the I¢ A Mission was assigned as an ob- 
server to the Lao National Commission for Imports and Exports. 
However, these advisers were unable to enforce or accomplish the 
necessary screening of all license applications to prevent arbitrary 
‘ssuances or issuances to fraudulent importers. On at least two ma- 
jor occasions, the mechanism of the National Commission for Imports 
was bypassed and licenses were granted directly by officials of the Lao 
Government without the required consultation with ICA. 

Following protests by the United States over the issuance in the 
summer of 1957 of over $12 million of import licenses outside the 
regular channels, the Lao Government agreed, in December 1957, to 
strengthen the review authority of the import commission and require 
written approval by an ICA representative. 

However, the effectiveness of the revised plan depended, as hereto- 
fore, largely on voluntary cooperation by responsible Lao officials. 
ICA had no means to enforce compliance, short of stopping addi- 
tional grants. 

Subsequently, there has been little opportunity to test the effective- 
ness of the revised plan. For several months in 1958, while nego- 
tiations for monetary reform were pending, the agency suspended 
the making of grants. Under free convertibility introduced by the 
monetary reform of October 1958, the review functions of ICA 
through the import commission were substantially eliminated and 
the Mission presently has no knowledge of or control over goods im- 
ported with cash grants, except for whatever end-use observations 
can be carried out. 

Mr. Harpy. Then that statement indicates that we entered into 
a new agreement following the currency reforms which made our 
position even less effective for determining what is done with dollar 
grants than it was before ? 

Mr. Starters. I would say that is true, Mr. Chairman, because cer- 
tain provisions of the monetary agreement had the effect of eliminat- 
ing the one source of control, that is, the screening of import applica- 
tions that existed before. 
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And that isn’t done any more, according to our inform 
Laos just proceeds just like any other country, that is 
vertibility for dollars and kip. 

Mr. Harpy. Go ahead. 

Mr. Sraries. At the time of our followup review in Decembe, 
1958, the Mission was awaiting a clarification of ICA policy concer. 
ing controls over cash grants since the Laos Government contended 
that such controls were inconsistent with the principles upon Which 
the monetary reform was predicated. 

Pursuant to the monetary reform agreement, Laos is to Minimig 
cash grants and to make the largest possible use of the procuremey 
authorization procedure in allocating ICA dollars for commercis) 
imports. However, our inquiries in December 1958 showed thy; 
except for petroleum products, these procedures were not being usa 


ation, an{ 
S, free CON. 


MALPRACTICES IN THE IMPORT PROGRAM 


Imports financed by ICA, both under the cash grant method ani 
the regular procurement authorization procedure, were marked }y 
serious administrative deficiencies and malpractices. In addition 4 
the diversion or unauthorized reexport of commodities to other cow. 
tries, these malpractices included overpricing, short shipments, and 
substitution of inferior goods. Certain basic conditions conducive ty 
improper practices have already been mentioned : 

1. The disproportionate size of the import program in relation ty 
what the Lao economy could absorb. 

2. The unrealistic exchange rate which encouraged profiteering, 

3. The ineffective and inexperienced administration by the Lao 
agencies of the import licensing program. 

4. The absence of agency controls over the use of cash grant dollars 

High officials of the Lao Government were reported to be finan- 
cially interested in certain importing firms or to have other busines | 
connections which, although reportedly a common practice in the ares, 
provided incentives to abuses and rendered difficult their prevention, 

Diversions occurred in two ways, involving principally the neigh- 
boring countries of Thailand and Vietnam. Commodities consigned | 
to Laos were diverted en route, and commodities which reached aos 
were illegally shipped out of the country. Diversions were facilitated 
by the inability, until recently, to obtain through bills of lading to 
Laos, thereby permitting the importer to take delivery in Bangkok 
Although ICA regulations call for the use of through bills of lading 
the agency waived this requirement because ocean carriers refused to 
issue such documents in view of transit conditions in Thailand. 

The shipment of goods to Laos necessitated the use of a monopolis | 
tic transit company which made difficult an effective policing of di | 
versions. This transit situation is reported to have been alleviated by | 
creation of a free port in Bangkok for ICA-financed imports going t0 
Laos, and agreement by the Railway Express Agency to issue through 
bills of lading for shipments of U.S. origin. 

The extent to which irregularities have occurred in Laos is nd 
known, since neither the Lao Government nor ICA has carried ott, 
or has been able to carry out, investigations sufficiently broad in scope 
Control procedures of the ICA Mission were ineffective to cope with 
the various malpractices. Systematic end-use investigations and at | 
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dits by ICA were hampered by shortage of personnel, reluctance of the 
[ao Government to permit inspections, and lack of information on 
arrival and disposition of commodities, especially those purchased 
with cash grants. ; 

The reporting procedures of the Lao customs service were not. re- 
liable and failed to disclose actual commodity arrivals and possible 
shortages. The work of the Lao customs was rendered difficult since 
the Mekong River forms the principal boundary between Thailand and 
Laos and trade has been conducted across the river without the pos- 
sibility of effective customs controls. 

Although several of its relatively few end-use inspections evidenced 
jmproprieties In one form or another, ICA contends that it has been 
unable to sufficiently expand the scope of its audits and investigations. 

The agency points In particular to the difficulty of recruiting bi- 
lingual, qualified audit personnel for Laos since it is considered an 
extreme hardship post. During 1956 and 1957, only two American 
feld investigators were available to the Mission, one for a period of 
1 year and the other for 5 months. The Lao Government refused to 
accept ICA proposals for the employment of third country nationals 
in the face of the shortage of U.S. personnel. 

The Mission reported several corrective steps to provide more ef- 
fective end-use and audit operations. These steps include the recruit- 
ment of additional field staff—consisting of two investigators and a 
chief accountant—and procedures for obtaining more adequate in- 
formation on the arrival of commodities in Laos. The use of through 
bills of lading is also expected to facilitate a control over shipments. 

Our latest review in December 1958 showed increased ICA audit 
efforts in the field and better cooperation by the Lao Government in 
permitting the examination of records for audit purposes. However, 
audit results suffered from a continuing scarcity of information on 
the arrival and disposition of imported commodities and reluctance by 
the Lao authorities to permit end-use inspections and to impose ade- 
quate penalties for misuse of aid funds. 


INADEQUATE SUPERVISION OVER LOCAL CURRENCY 


The United States did not have adequate supervision over the use of 
local currency funds generated under the ICA program. This obser- 
vation applies to the use of local currency both for the military 
budget and for nonmilitary projects. 

American officials were unable to make full independent reviews of 
military budget expenditures to determine the reasonableness and pro- 
priety of the costs being financed. This condition is further dis- 
cussed in our report on the military assistance program and was 
included in our earlier presentation before this subcommittee. 

With respect to nonmilitary projects, we noted several instances 
where the Lao authorities expended funds in excess of those approved 
by the Mission and did not furnish requested data on proposed and 
actual utilization. Also, on several occasions, Laos had not complied 
with Mission requests that projects receiving unauthorized funds be 
closed and overexpenditures be refunded. 

At the close of fiscal year 1958, we were informed that discussions 
were underway with the Lao authorities to work out a more effective 
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system of individual releases and of maintaining the Integrity ¢| 
project accounts until they are expended for the authorized pur 1 

Improved arrangements were also being sought, so that unex nde 
funds would be returned upon completion of a project and One 
available for prompt reprograming. Our followup visit in Decemby 
1958 disclosed that the Mission had prepared a counterpart procedung 
manual to strengthen controls for the release and expenditure of gen, 
erated local currency. 

While the procedures set forth in the manual appeared to be gene. 
ally sound, we noted that for individual projects they were not prop. 
erly followed inasmuch as funds were released without adequa 
budget justifications. Also, Mission audits of selected counterpart 
expenditures were not sufficient in scope, and joint reviews with appro. 
priate Lao officials seemed desirable in order to agree on adequate 
controls and their implementation. 


INADEQUATE PLANNING AND ADMINISTRATION OF ECONOMIC AND 
TECHNICAL DEVELOPMENT PROJECTS | 

The unsettled and primitive conditions in the country, the lack o 
basic data on development requirements and plans, and the difficulties 
of recruiting technicians for overseas service have rendered difficy} 
the administration of the ICA development program. Individy 
projects had to be carried out with inadequate advance planning anj 
largely on an emergency basis. 

Despite the adverse circumstances experienced in the field, th 
agency pointed to several achievements in its project activities, not 
ably, reopening of principal highways, improvements of shipping 
facilities on the Mekong River, strengthening of the civil police, con 
trol of endemic diseases, and improvements in irrigation methods, 

However, some of the larger projects examined by us showed the 
evidence of inadequate planning and deficient administration, and a. | 
complishments to date appear to represent only a beginning in s| 
backward country like Laos. 

Following are our findings on three principal projects examined by 
us: 

REOPENING AND MAINTENANCE OF NATIONAL ROADS 


In 1955-57, ICA committed $3.7 million of appropriated funds | 
and $3.4 million of counterpart funds for the reopening of, and estab- 
lishing maintenance on, Laos’ principal roads which had suffered e- 
tensive damage and neglect during the Indochina war. Because of 
delays in contracting for required technical services, the construction 
equipment arrived in 1956 before the technicians were available for 
duty. 

The agency engaged, on an emergency basis, additional locally avail 
able construction firms which caused an overlapping of functions d | 
four contractors engaged under six separate contracts. A year afte | 
arrival of the equipment, valued at over $1.5 million, it was found that | 
considerable quantities had been misused, lacked proper maintenant, 
and required major repairs. 

An internal audit by the Washington office of ICA brought out em 
dence of negligent and improper actions of agency and contractor per 
sonnel, excessive costs, and poor performance of the contract work 
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ot} The various findings of the internal audit are under investigation by 
68, cy 

eagency. Z - re ° 
le oy agreement with the several contractors in March 1958 the Mis- 
ile on defined their responsibilities to eliminate overlapping of their 
services. At the time of our recent review, neither of the two con- 
M tractors retained was carrying out the functions outlined in the 
el t 

qgreemielit. ’ 

FRoad construction has been hampered because of the shortage of 
e| ycable equipment and the extensive need for spare parts and repairs of 
| available equipment. A lack of qualified Lao Government personnel 
att! has caused the deferment of certain technical assistance work which 
at} was to be performed by the engineering firm engaged by ICA. 
| Jn December 1958 the condition of much of the equipment was un- 
alt known, but the best available information indicated its condition was 
becoming progressively worse. eats 

The engineer of the U.S. Bureau of Public Roads reported in 
58 that the Luang Prabang-Vientiane Highway, the reopen- 
June ldo : 5 ae . : 22 0} 
hich was claimed by ICA as the major accomplishment in the 
| ing of Whi . . 
roads project, was barely passable, and constant effort was needed to 


of maintain it even below the barest minimum. Discussion with Mission 
. personnel in December 1958 indicated that the same conditions still 
ult} +. 

fa existed. 

. AIRPORT RELOCATION 

ui 


In June 1957, ICA obligated $750,000 for the relocation of the air- 
the port serving the capital city of Vientiane, based on the recommenda- 
tions of an independent transportation reconnaissance. In March 
Inf) 1958, the project was suspended because its execution as planned 
ol: | proved not feasible and U.S. advisers raised strong objections in view 

of estimates indicating prohibitive costs of relocating Lao air force 
the | facilities. 
} Subsequent recommendations by outside consultants and responsible 
ht} military officials under CINCPAC (Commander in Chief, Pacific) 
advocated abandonment of the relocation plan and rehabilitation of 
‘by! existing facilities. All interested U.S. and Lao parties have since 
agreed to rehabilitate the present airport site, but according to our 
latest observations in Laos preparations for the revised project were 
being made without an effective coordination between ICA and De- 
nds} fense officials in the field. 
db! We found that the two agencies had not made the necessary joint 
| arrangements to determine the required work to be performed and 
oi toagree on the funding of the project. 
1} = Mr.Grirrin. May I ask, What happened to the $750,000? 
ft | Mr. Sraptes. $25,000 was used for engineering services for the pro- 
, | posed new airport and ICA has programed the balance of $725,000 
ul | torehabilitate the existing airport at Vientiane. 
ii} Mr. Grirrix. We lost some money for engineering services in con- 
it | nection with the relocation ? 
hit} Mr. Sraptes. That is right, there were expenditures. I am coming 
ie | tothat point in a moment, Mr. Griffin. 
_| Inview of the above developments, the costs of engineering services 
ew: | and other technical and administrative effort relating to the relocation 


. have served no useful purpose and could have been avoided by careful 
rik. : 
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study of financial and technical factors and by reasonable coord; 
tion among the entities concerned. 

As to your question, Mr. 
something in the nature of $25,000 of engineering services, but ] 
quite sure that the costs overall, including indirect costs of diff 
people who were engaged in this whole project, 


UNI’ 


above $25,000. 
Mr. Meaper. You haven’t made any attempt to assess the cost of 
this relocation program which was abandoned ¢ 


Mr. 


STAPLES. 
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una. 


Griffin, the loss there, we can identify 


am 


erent 
would bring it much 


No, we have not, Mr. Meader. 


Mr. Meaper. It would appear that if the obligation was made in 
June 1957, and it was not until March 1958, that the project Was 


suspended, t 
engineering 


that 


abandoned. 


Mr. STAPLEs. 
Mr. MEaper. 
Mr. STaprtes. 


made, 


I think, 1 


airport. 


Mr. 
Mr. 
ber of 
tation 


services 


probably a good deal in addition to the $ $25,000 of 
was expended on a project which was the, 


I have no doubt about that. 
The $25,000 relates only to the reconnaissance survey! | 
No, it relates to certain engineering services that were 


1 design and specifications for the planned relocated 


Meaper. How much did the reconnaissance survey itself cost! 
Cost! 


STAPLES. 


The reconnaissance survey was one activity in a num- 


activities which were covered by-a contract with this transpor- 


consultant. 


In other words, this reconnaissance surv ey for the 


relocation of the airport was not the only thing that they were en. 


or aged 


to do. 


We have no means of breaking out spec ifically What 


the cost of this particular reconnaissance survey is, because they were 
engaged to do a number of things, I think to sort of reconnoiter the 
entire transportation facilities or : proble ms throughout the country of 
This airport at Vientiane was one of the undertakings within 
that overall contract. 

Mr. Mraper. It would seem to me that in the invoices presented by 
the engineering firm, Transportation Consultants, it would have been 
possible to identify the man-hours and so on that went into the re. 


Laos. 
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Mr. Sraptes. We haven't endeavored to ascertain that, so I cannot 
teli you whether or not they submitted their vouchers in just that way, | 
or whether they identified nem to particular undertakings that wer | 
undertaken under the contract. 


Mr. 


Harpy. I 


think it might be appropriate, as long as we are o 


this, to read into the record at this point a statement on this same 
subject which appeared in the GAO report on the assistance program 


in Laos, dated October 1958. 


In that report appears this language: 


It is significant to note that since early in October 1957 ICA was on notice 


that CINCPAC 


had recommended halting 


all activity on the relocation project 


at least until comparative cost estimates had been developed for a rehabilitation 
of the old airfield. 


sued the execution of the project for another 4 months, apparently in the belief | 


ICA did not heed these recommendations but actively pur 


that the Lao Government had a special interest in the project. 


That doesn’t bring out the cost which you were seeking to develop | 
but at least it does indicate the length ‘of time over which the er 
penditures continued. 

Go ahead, Mr. Staples. 
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CIVILIAN POLICE ADMINISTRATION 


Mr. Srartes. To expand and improve the Lao civilian police forces, 
ICA committed during 1955-57 the sum of $1,160,000 for equip- 
ment and contract services, about S20 Ol 0 for technicians and train- 
‘ag, and $5,760,000 of counterpart funds for police salaries and other 
budgetary support. Attainment of project objectives was hampered 
by inability of the agency to receive the full support of the Lao 
authorities and to generate an understanding of eficient administra- 
tive procedures 1n such matters as payroll, training, procurement, and 
equipment maintenance. ICA also experienced difficulties in recruit- 
ing American advisers. Nevertheless, the agency points to a number 
of accomplishments which reportedly have improved the effective- 
ness of the Lao police forces and contributed to internal stability. 

The agency advised us that further improvements were underway 
or were contemplated to provide for better equipment maintenance, 
regularize procurement procedures, and strengthen training activities; 
also that the objectives of the police assistance program would be 
more clearly defined and appropriate recommendations be presented 
tothe Lao Government. 

Our followup review in December 1958 disclosed that little progress 
had been made in the several problem areas previously discussed by us, 
and that there was a serious lack of control over counterpart fund ex- 
penditures, with evidence pointing to the possible diversion of sub- 
stantial sums for unauthorized purposes. 


SHORTCOMINGS IN ADMINISTRATIVE AND TECHNICAL SUPPORT FUNCTIONS 


At the time of our visit to Laos in March 1958, the Mission manage- 
ment had started, at the direction of the Washington office of ICA, a 
complete reorganization of administrative and technical support func- 
tions, This reorganization had become necessary because of grossly 
inadequate performance of these functions, as evidenced by the poor 
condition of plant and equipment owned, or used by the Mission, the 
lack of accountability for property, and the failure to properly utilize 
personnel and maintain records. Also, there had been a serious delay 
in the acquisition of suitable space for office purposes and for resi- 
dential housing of employees. 

On the basis of discussions with responsible Mission personnel, we 
satisfied ourselves as to the general adequacy of the proposed actions 
to improve Mission procedures and operations. Subsequent reports 
from the Mission, communicated to us by ICA in July 1958, indi- 
cated that various improvements were made which, however, are also 
indicative of the unsatisfactory conditions prior to the 1958 
reorganization. 

Our followup review in December 1958 generally confirmed the 
reported improvements with respect to communications and records, 
automotive equipment, property control, and warehousing. Arrange- 
ments had been made for occupancy of a new office building in Vien- 
tiane by January 1959. However, special efforts are still needed to 
recruit suitable personnel for service in Laos. 
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CONCLUSION 


The Lao program has served predominantly as an instrument of 
U.S. foreign policy and security interests; it is not within our pro 
ince to appraise whether these objectives have been accomplish 
From the viewpoint of efficient administration and prudent utili 
tion of funds, the program showed deficiencies more numerous and 
more serious than any other ICA program examined by us, 

While the size and nature of the aid program have been justified by 
ICA principally on high-level policy decisions, we believe that mon 
effective means of directing the use of aid funds could have been gm. 
ployed without detriment to the prime objectives of the progran 
Without reasonable assurance as to the adequacy of the Lao adminis. 
trative machinery and the integrity of responsible officials, the ageney 
should not have accepted what appears to have been unilateral cop. 
trol by Laos while reserving to itself not much more than a right of| 
consultation. 

We have previously mentioned actions taken or initiated by ther. | 
sponsible U.S. agencies particularly, during 1958, to overcome | 
the deficiencies in the Lao program. Whether these actions yj] 
be reasonably effective and contribute to a more efficient utilization of 
funds will depend largely on two factors: (1) The willingness or ¢. 
pability of the Lao Government to abide by and enforce orderly anj 
prudent administrative procedures, and (2) the ability of ICA ton 
cruit and retain qualified technical and administrative personnel, 

Thank you, Mr. Chairman. 

Mr. Harpy. Thank you very much. 

Immediately prior to your conclusion, you indicate that adminis 
trative improvements have been made in recent months, I believe, par. 
ticularly since June 1958. You say: 


V- 


Our followup review in December 1958 generally confirmed the reported in- 
provements with respect to communications and records, automotive equipment, 
property control, and warehousing. 

That “followup” consisted of what? 

Mr. Strarres. The followup review we made in Laos in 1958 was, 
I would say, largely directed to discussions, visual observation, an/ | 
to some extent a limited examination of records. 

Mr. Harpy. You didn’t make a field inspection in December 19%, 
did you? 

Mr. Sraptes Our Tokyo office went over to Laos. Our followup 
review was made by our Tokyo office. They went to the Laos Mission. 
It was a followup review entirely directed to field administration. 

Mr. Harpy. I am always elated when we see any evidence of im- 
provement. But in the light of the conditions which you have de 
scribed as existing prior to June 1958, it looks like they have a long 
way to go. I am especially concerned, in view of your earlier state 
ment with respect to dollar grants, that actually there seems to hare | 
been a lessening of control and of our right to know what happened to 
our aid funds. 

Mr. Strapres. That is right. Let me make clear, Mr. Chairman, thi 
the improvements that we are referring to are improvements of the 
administrative functions within the Mission itself. In other words 
its own housekeeping functions; not to the administration of the aid | 
program. 
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Mr. Harpy. Your housekeeping cannot amount to but so much if 

v0 deny it the right to perform. Apparently that has been done 
‘vith respect to the grants. Is that proper ? a; 
’ Mr. Srartes. What you say is correct. As far as the administra- 
tion of the program itself is concerned we have outlined what the 
conditions were. I must confess that it doesn’t look too bright. But 
within the household itself, within the Mission itself, which is a siz- 
able operation, just in housekeeping functions, there has been con- 
jderable improvement. Their records are better, their communica- 
tions with one another are better, their control over the Mission prop- 
erty which they had themselves to operate with, is much better. 

Phat is separate and apart from their administration of the program, 
the aid program to Laos. — 

Mr. Harpy. I am gratified to get at least that much of a report on 
improvement. ; ae 

Do you have any questions, Mr. Griflin? 

Mr. Grirrtn. With respect to the control of the end use of grants 
that you have referred to in this country, how does this compare with 
other countries where we are, let us say, in the same general area ? 

Mr. Sraptes. Generally speaking, the end-use inspection function 
has not been too good in most of the countries. In Laos I would ven- 
ture tosay it probably was not as good as in any of the other countries, 
or possibly worse than in any of the other countries, for a number of 
reasons. 

Mr. Grirrrn. And in each case it depends upon our ability to work 
with and obtain the cooperation of the Government ? 

Mr. Startes. As an initial premise, Mr. Griffin, that would be so. 
But it also revolves around several other factors, one being the ability 
of and the number of people that ICA assigns to this end-use function. 
In some countries they are doing a good job with the few a that 
they have. But they are not able to cover enough ground because 
they either have not been able to or haven’t seen fit, within their own 
administrative budget, to assign enough people to this function at the 
Mission. 

In the case of Laos they tell us—and I am not disposed to argue 
the point—that they were just unable to get people to go to Laos. 

Mr. Grirrin. With respect to the Mission there, how many people 
does that involve ? 

Mr. Staries. We take a reading on that every so often. I think 
there were several hundred. In March 1958, which is the last reading 
wehave, they had 93 Americans and 400 third-country and Lao nation- 
als. So that makes a total Mission staff of 493, close to 500 people. 

Mr. Grirrin. We are talking here about the Mission personnel. 
Do we have others over there in addition to that ? 

Mr. Srartes. Mission personnel would be all of those who are 
engaged in, directly or indirectly, carrying out the aid program. It 
would not include employees of the Embassy. And it would not in- 
clude employees of the U.S. Information Agency. 

Mr. Mraver. But it does include those concerned with the military 
assistance program ? 

Mr. Srartes. In this particular case, it does, Mr. Meader. In most 
countries, in all other countries, it does not. Usually it is a separate 
entity. 

41067—59—19 
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Mr. Harpy. In this case the military aid program was administered 
by the Mission through the PEO. 

Mr. Mraper. Let me ask, Mr. Staples, for a country of 2 million 
people and an aid program of $45-plus million a year, is this com. 
plement of 493 people inadequate as far as numbers are concerned? 

Mr. Srapres. Overall, I just don’t know. In certain particular 
departments, certain particular units—such as the end-use inspection 
particularly—and generally the Controller’s office of the Mission’ 
which is the unit that exercises pretty much the financial control, | 
would say that it was understaffed. 

Mr. Harpy. I think, Mr. Meader, you have to bear this in ming. 
You have 2 million people over there. They have a gross national 
product of about $100 million a year. It takes 2 million of them to 
spend it. We have 493 over there spending half as much as they make 
That is another way of putting it. 4 ; 

Mr. Mraper. It means if we had more people spending it, it might 
be more efficiently spent ? ; 

Mr. Harpy. I didn’t say that. But they have 2 million people 
spending their half. 

If you are through on that, I have another question in that ares, 
On page 5 of your statement you refer to that fact, that our aid 
program constitutes about half as much as the estimated gross national 
product of the whole country. You said, “excluding external aid” 
Do you mean excluding our aid, or aid coming from any other source! 

Mr. Srapries. That is right. 

Mr. Harpy. Aid coming from any other source ? 

Mr. Sraptes. French. 

Mr. Harpy. There is still some French aid going in there? 

Mr. Srarres. I am pretty sure there is. I just don’t know how 
much up to this date. But there has been right along a very clos 
relationship between Laos and the French. 

Mr. Meaper. Is there any United Nations aid in Laos? 

Mr. Srapies. There maybe. I just don’t know. 

Mr. Harpy. At the bottom of page 6 and the top of page 7 of 
your statement, Mr. Staples, you say: “For fiscal year 1959, the 


program is being further reduced to $24 million, because of de | 


creased military budget support requirements.” Let’s explore that 
for a moment. 

Is there any decrease in the military budget support, or is that 
due to better utilization of the funds through the monetary r- 
form ? 

Mr. Srapies. Yes, I believe it is, because with 80 kip to the dollar 
instead of 35, we are getting twice as much mileage out of our 
dollars. 

Mr. Harpy. Will you explain why we didn’t save more? You have 
more than a 2-to-1 ratio. Why didn’t it cover twice as much ter- 
ritory ? 

Mr. Srapres. I guess it doesn’t work out that way in the eo- 
nomics of that situation. I do not think it ever does work out that 
way, that it actually saves twice as much money. 

Mr. Harpy. Although we got credit for only 35 kip to the dollar 
on our contributions, is it not true that those dollars actually ger- 
erated nearer 100 kip ? 
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Mr. STAPLES. Generated 100 kip? o 
Mr, Harpy. Yes. If you sold commodities over there, were they 
not sold on the basis of 100 kip? _ 
Mr, Srartes. Pretty close to it, yes. In other words, what you 
4 . ; e e . a es oe RS, . ss 
had was an inflation, a high price because of the overvaluation of 


kip. 2 x 
par ~ I want to know who got the differenee between the 35 
and the 100. 


Mr. Sraptes. The importer did. 

Mr. Harpy. That would be expected. ’ 

Now, the second thing. You said when you spoke of the reduction 
of the military budget requirements—“while at the same time greater 
emphasis is placed on economic and technical development activities.’ 
Is that true in the 1959 program ¢ ; 

Mr. Srapzes. Yes, in terms of money, and I think probably in 
terms of expanding projects. In other words, they are putting more 
emphasis on economic development. 

Mr. Harpy. In connection with the question I asked you a moment 
ago, about who got the difference between the 35 and 100 kip, as- 
suming that some of that may have gotten into the hands of the 
contractors, do you have any authority to audit the books of con- 
tractors performing on those contracts ? ' 

Mr. Srartes. Not unless it is spelled out in the contract itself. 

Mr. Harpy. Was there not a requirement that contracts contain 
such a clause unless it was specifically waived ? 

Mr. Srapies. ICA, through the Mutual Security Act, is exempt 
from most of the statutory contracting requirements. 

Mr. Harpy. So that there is not any legal basis on which GAO 
can look at the books of contractors performing over there ? 

Mr. Sraptes. No, sir. 

Mr. Harpy. Even if the contractor might be an American citizen? 

Mr. Srartes. That is right. As a matter of fact, we have a situa- 
tion right here in the United States where we are currently making 
an audit of a contract which does not have any provision permitting 
us to make that audit. But the contractor is permitting us to make 
an examination of the contract. 

Mr. Harpy. That isan ICA contract? 

Mr. Stapies. That is an ICA contract right here in the United 
States. 

Mr. Harpy. Because the ICA is specifically exempt from the stat- 
utory provision which requires such a clause in the contract? 

Mr. ie hoes That is right. 

I might say that most of these contracts are between the contractor 
and the foreign government, with ICA as the financing party. 

Mr. Harpy. I think we are getting into an area that Mr. Kessler 
would like to testify about. I will give him the opportunity later. 

Mr. Kesster. There is an inaccuracy in the statement, Mr. Chair- 
man. I think Mr. Staples isa little confused. 

Mr. Harpy. Let us clear it up right now. Mr. Kessler, if there are 
any inaccuracies, let us get them on the board and look at them. 

Mr. Kxssier. Let’s not call them inaccuracies; it is confusion. To 
the extent that you have lump-sum contracts, Mr. Chairman, the 
provision for audit is never found in the contract. There isn’t much 
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you can audit. In connection with the cost contracts—I think al] of | 


these are cost contracts that we are talking about—the provision for 
the right of audit by both ICA and the General Accounting Office 
is contained in such agreement. To the extent that the government 
who is a signatory to such agreement will not permit it, we put it into 
a special letter of commitment or a letter of understanding betwee, 
ourselves and the contractor. 

Mr. Harpy. Let me ask you specifically then. Is there such a pro- 
vision in the contract with Universal ? 

Mr. Kesster. I don’t know the Universal contract because we didn’t 
write that in Washington. I am only referring to the contracts thay 
we prepare here in Washington, and the instructions to our Missions 
are the same, that they should be in there. 

Mr. Harpy. So your testimony is that if it is not in there it should 
be in there ? 


Mr. Kesster. If it is a cost contract and it is not in there, it should | 


be in there, yes, sir. 

Mr. Harpy. And if it is not in there, it is a violation of your 
procedure ? 

Mr. Kesster. A violation of our procedure as presently written, 

Mr. Harpy. Thank you. 

Mr. Sraptes. I think it would be well to clarify the record on that, 
Uver the years there has been considerable activity by ICA in reyis. 
ing and streamlining its contracting procedures. At the present 
time it is the practice of ICA in all of its cost contracts, where ICA 
is either a signatory to the contract or the financing party, to incor. 
porate the right of examination of records in that contract. 

Mr. Harpy. You are saying it is not required by law? 

Mr. Sraptes. It is not required by law, no. 

Mr. Harpy. You said that according to your best recollection it is 
not required, and Mr. Kessler testified that it is a matter of practice, 
at least, and it is contained in ICA regulations. Is that right? 

Mr. Kesstrr. It is contained in ICA Regulation No. 6. 

Mr. Srapres. That is right, but I would add this, that there has 
been considerable revision in contracting procedures over the past 
several years by ICA. What Mr. Kessler, I think, is referring to 
is the way the situation stands right now and has been of rather r- 
cent vintage. So that you have a situation where there are contracts 
which do not contain any reference to examination by GAO at all. 
You may have some, although I haven’t personally seen them, and 
Mr. Rabel seems to believe they do not have any contracts which 
specifically contain the right of GAO to examine, but that they do 
provide for examination rights by ICA. 

So you do not have a completely clear picture of this whole con- 
eee operation and the manner in which contract provisions are 
stated. 


I think that that is important to bear in mind because these con- 


tracts run over several years, they are frequently amended and ex- | 
tended, so that you have a contract situation existing which runs over | 


a half dozen years in some cases. 
Mr. Harpy. We can get this cleared up, I think, without too much 


of a problem. I want to know particularly whether the contracts in | 


effect in Laos do contain that mght. And I suppose the only place 
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we can find that would be from Mr. Kessler, and he may not have it 
with respect to the contracts negotiated in the field. : , 

Do you have, Mr. Kessler, copies of all the contracts negotiated in 
the field ? ; 

Mr. Kxsster. There are copies of some of them negotiated in the 
field, Mr. Chairman. I do not know which they are. I can check 
with the audit people to find out. , 

Mr. Harpy. It may not be worthwhile to check them all at this 
time, but we are going to be concerned with a number of specific con- 
tracts in the course of these hearings. With respect to those which 
we will consider, if the contracts are available we probably will want 
to see them. If not, we are going to want to be at least informed 
with respect to that specific provision. ; 

Mr. Kesster. I think that we probably have a report, Mr. Chair- 
man, of most of the contracts, or all of the contracts which were 
negotiated and si gned in Laos. And if you 

Mr. Harpy. We will be able, I think, to develop that. 

Mr. Kesster. Excuse me, I think you also have that report, Mr. 
Chairman. 

Mr. Harpy. That is fine. Thank you. 

Mr. Meaper. Mr. Chairman, I am confused on this apparent varia- 
tion in the testimony on the right of GAO to audit contracts made 
by ICA. I believe, Mr. Kessler, that this could be cleared up if you 
would furnish us with a copy of this regulation No. 6, identifying 
the portion which required that there be written into contracts the 
right of ICA—and, you say, GAO—to audit contracts, and to tell us 
when that became effective. Because apparently, from Mr. Staples’ 
testimony he said it is a rather recent development. 

Mr. Kesster. Regulation 6 is a rather recent development. How- 
ever, prior to the issuance of regulation 6 our contracts generally 
contained a provision to audit by ICA or any other Government 
agency on behalf of ICA, and in many cases spelled out GAO. But 
to the extent that any other Government agency on behalf of ICA 
is reflected in the contract for audit would seem to me to authorize 
GAO to perform such audit without any difficulty. 

I would agree with Mr. Staples that all the provisions are not 
consistent, and that all the contracts may not contain the provision 
that GAO has the right to audit. 

We have taken the position that wherever ICA has the right, GAO 
likewise has the same right and no denial has ever been made to 
GAO to audit any contract where ICA has the right of audit. 

Mr. Mraper. Let me clear up this point. Is it your testimony, Mr. 
Staples, that with reference to any contract in the Lao program 
that GAO did not audit any such contract ? 

Mr. Srartes. We did not actually audit any such contracts. The 
only contracts that we—let me put it this way: We did not audit any 
of those contracts. We examined into their administration in the 
field as is evidenced in our audit reports. But we did not make a 
specific examination of a specific contract. 

Mr. Mraper. In other words, your investigation of this program 
was confined to the records within the possession of the Government, 


and-you did not go to the books of any contractor with the Govern- 
ment ? 
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Mr. Sraries. No, we did not, Mr. Meader. But we do that aS a 5 


separate operation. We do not do that in connection with our ex. 
amination of a country program. We do that as a separate contrac 
audit operation for which we have separate staff over at the IC4 
We handle that separately. : 

But in connection with our—— 

Mr. Meaper. You have not sought to do that with respect to the 
contracts in Laos? 

Mr. Sraptes. No, we have not. 

Mr. Meaper. Mr. Staples, I find it a little bit difficult to belieyg 
that the situation in Laos is quite as dark as your statement seems to 
indicate in general. 

I want to ask you one or two specific questions and then get into 
something a little more general. 

On page 9, item 2, you talk about cash grants made in June 1955 
June 1956, and June 1957, if I read your statement correctly. 

My question there is whether or not there is any indication that there 
was an effort, which we often find occurs in agencies, to obligate their 
funds before the expiration of the fiscal year. 

Mr. Srapies. It looks that way in this case. The agency has con. 
tended that it was done because during the first few months of q 
new fiscal year it has been the experience with the mutual security 
program that funding has not been available. 

They do not have the opportunity to sufficiently program their ap. 
propriations so that they can make the funds available during the 
first. several months of the new fiscal year. They justify their action 
in the cases that we have quoted by that particular condition. 

Mr. Mraper. Maybe you can clear up this question in my mind. 

Does the mutial security appropriations bill contain the provision 
that exists in many appropriation bills restricting the quantity of 
money that can be committed in the last period ? , 

Mr. Srartes. Yes, it does. There is a specific provision, a limita- 
tion in the Mutual Security Appropriation Act for the past several 
years, limiting the obligations that can be incurred during the last 
2 months of the year to something like 20 or 25 percent of the total 
appropriation. 

My details on that may be a little cloudy, but they are limited. 

Mr. Mraper. That is probably worldwide, too. It wouldn’t be on 
a country-by-country basis? 

Mr. Sraptes. No. 

Mr. Meaper. They might obligate, if they had $45 million ayail- 
able for Laos, they could obligate the whole $45 million in the last 
30 days, provided they spent enough in other countries so that in 
total they didn’t obligate more. 

Mr. Srapies. That’s right. Overall. 

Mr. Meaper. Item 3, the last sentence: “The agency”—I assume 
that means the Mission in Laos? 

Mr. Srartes. ICA. 

Mr. Meaper. The Mission in Laos ¢ 

Mr. Srapres. Yes. 

Mr. Meaper (reading) : 
expressed some doubt as to the right of the U.S. Government under the terms 
of the bilateral agreement with Laos to make on-the-spot end-use investigations, 
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Do you have any evidence of why there was an agreement with 
Laos that we would not make end-use investigations on the spot / 

Mr. STAPLES. There wasn’t any agreement that we would not make 
it. But the bilateral agreement referred to here is that which is com- 
mon to all countries and which generally contains a provision that 
ICA shall have the right of making end-use inspections. But that 
has always been interpreted to apply to commodities which have been 
fnanced through the operation of the procurement authorization 
system whereby the importer is definitely on notice that his par- 
ticular import is being financed by the U.S. Government as part of 
the mutual security program. ; 

Mr. Meaver. Your point in this connection is that because we made 
a cash grant to the Government of Laos, dollars became the property 
of the Government of Laos and what they did with them was none 
of our business ? 

Mr. Srartes. The argument that has been made—which in my opin- 
ion is rather superficial but nevertheless it is their argument—is that 
the importer who receives an import license stemming from a eash 
grant is not on notice that his particular import is being financed 
under the mutual security program. The implication of that is, that 
for all the importer knows it may have come directly from the Gov- 
ernment from its own resources and therefore has nothing to do with 
the mutual security program, and therefore the rights under the bi- 
lateral agreement do not reach to that particular transaction. 

As I said, we have not accepted that interpretation because, in con- 
nection with Laos, substantially all, if not all of the the foreign ex- 
change pretty much comes through the mutual security program. It 
seems remote that any importer in Laos would have any idea that it 
came from any other place than the mutual security program. 

Mr. Meaper. I would like to ask you in general if the impression 
I get is correct, that here we have an underdeveloped area with a 
people recently liberated from French-colonial administration, with 
the most rudimentary administrative setup for their Government, and 
yet in the face of that we relax controls and safeguards that are gen- 
erally applied to our aid program in other more developed countries. 
Is that correct ? 

Mr. Staptes. The factual situation as you relate it, Mr. Meader, 
is correct. 

Mr. Meaper. I would like to ask you whether or not, in your judg- 
ment from having observed and studied the operation of these aid 
programs in various countries, if it is not precisely under the situa- 
tion that existed in Laos that perhaps more than the normal number 
of controls and supervisory responsibility of ICA should be required 
tosee that the program doesn’t get off the tracks ? 

Mr. Srartes. That has been our contention, yes. 

Mr. Meaper. In other words, with a fairly well-established govern- 
ment, with statistics and civil servants and procedures, you could 
expect that controls might be relaxed and still not have disastrous 
results ? 

Mr. Sraptes. That’s right. 

Mr. Mraper. But where you have no civil service to speak of, and 
no long-established Government procedures, to relax controls or 
almost completely remove them could be calculated to result in waste 


| and failure to accomplish the objectives of the program. 
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Mr. Srares. I wouldn’t say that ICA deliberately relaxed its de | 


trols. It was by reason of the absence of any adequate machinery jy 
the country, and the fact that they were dealing so largely jn cash 
grants, which of itself is a somewhat uncommon form of carrying o, 
the aid program, that ICA was not able to institute the kinds of 
controls which the situation called for. 

The extent to which they abandoned any of the controls that thy 
normally apply to countries did not present itself in Laos. It was th 
other situation, that they never had an opportunity, or that they 
wasn’t the machinery there for instituting the controls, and the kind 
of a situation that developed was one which depended upon very strig 
controls by both Laos and the United States, and that in turn created 
a delicate situation in which ICA was confronted with the alternatiys 
the hard choice that either we insist that we want to do things our way 
or we stop all cash grants. And apparently they did not elect to q 
the latter. 

Mr. Harpy. Are there any further questions? 

Mr. Reppan. Yes, sir. 

Mr. Staples, on page 4 of your statement you mention one of th 
agency’s difficulties in carrying out the program as being undesirabh 
living conditions, Do you know how long those conditions existe 
and what efforts were made to improve them ? 

Mr. Srarrxs. I understand that ICA made efforts to improve then 
by getting housing and by making alterations and repairs to sud 
housing as they could get. But it was a gradual situation over a lon 
period of time. ICA people have told me that when they first wen 
there in January of 1955, or the early part of calendar year 1955, som 
of them lived in tents. I don’t know. I just mention that as repr 
senting the extreme on the one end and how they worked up from that 
I suppose you can’t put your finger on any point in time when it begun 
to show improvement because it was so bad to begin with that they 
had to start to improve it right away. 

Mr. Reppan. You don’t know at what time it became adequate a 
if it is adequate? 

Mr. Srapres. I don’t know that you can call it adequate today, 
That is a sort of relative word. 

Mr. Reppan. I mean, adequate by our standards. 

Mr. Srapies. We don’t know. I would venture to say that i 
probably is not up to our standards. 

Mr. Reppan. On page 8 of your report you state : 

The agency determined that sufficient kip could not be generated pursuant 
to the normal procedures of financing commodity imports— 
and so forth. 

Do you know who made that determination and on what basis the 
determination was made? 

Mr. Sraptes. I can’t tell you who in the agency made that deter 
mination. Our information is that these decisions were the result | 
considered deliberations between the Department of State and ICA | 
both in Washington and in Laos. We have no reason to question that 

The basis for the decision, as we understand it, is that they wer 
confronted with this kind of a situation: The army in Laos Ws 
looked upon as the anchor of stability. Their efforts, the prospect | 
of Laos, were tied to the army. The army had to be supporte | 
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Laos did not have the wherewithal to support it and they needed 
con now, not 6 months or a year from now. The decision that was 
oie was that the application of procedures generally followed in 
procurement authorizations would not generate kip for a long period 
of time and they needed the money now. That is what they decided 
to do. , 
Mr. Reppan. On page 9 of your report you refer to the Lao dollar 
reserves being accumulated in amounts in excess of the monetary 
requirements. Could you give the committee any idea as to how much 


of an excess there was there ? es A ueiss 

Mr. Startes. They had up to $47 million of dollar reserves at one 
= Reppan. Is that in excess of foreign exchange ? ; 

Mr. Staptes. No, no. We can’t tell you the exact measure by which 
that is in excess of what they need. Because what they need can be 
a variable figure. But we do know this, that $47 million for a coun- 
try like Laos in its primitive state of economy, its relatively small 
size, is much more than what is necessary for them to carry on their 
orld operations. 
oir ie I think the chairman covered this other matter. On 
page 9 you refer to the bilateral agreement which prohibited end- 
use checks, or at least militated against end-use checks. Do you know 
whether that was drafted at State or ICA; that particular part? 

Mr. Srartes. I think those bilateral agreements are pretty much 
standard documents. There are undoubtedly differences in provisions 
between one country and another by reasons of certain conditions that 
may be unique to a particular country. But otherwise I think they 
are pretty standard uniform documents. Most of the provisions are 
common to all countries receiving that kind of aid. There are, of 
course, particular provisions which apply to Laos just as there are 
other particular provisions which apply to countries. 

Mr. Reppan. Was there a particular provision which prevented 
end-use inspections here ? 

Mr. Srapies. No, sir. 

Mr. Reppan. Then, do we have the same difficulty in other coun- 
tries? 

Mr. Sraptes. We haven’t had the same difficulties in other coun- 
tries because there have been very few countries which have been the 
recipient of cash grants. 

The difficulty that comes here derives from the fact that the com- 
modities which are desired to be inspected were financed by cash 
grants rather than through the procurement authorization system 
normally applied by ICA in other countries. 

Mr. Harpy. We had a similar situation in Iran, did we not? 

Mr. Staptes. Did we have a question there of reluctance to make 
end-use inspections? I don’t remember. 

Mr. Harpy. We had some cash grants and they had quite a formal 
procedure when the checks were delivered. I don’t recall whether 
GAO ran into difficulty in determining whether end-use checks had 
been made or not. 

Mr. Srapies. I don’t remember that there were any difficulties about 
that. They didn’t make any. So the question of whether or not they 
had the right didn’t come up. 
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The point I make on that, Mr. Reddan, is that the bilateral aon. | 


ment did not specifically prohibit end-use inspections for 
It contained a provision which in substance permitted the Unite 
States in the execution of aid, to make end-use inspections of commod. 
ities financed under the aid program. It was as general as that. 

It had always been interpreted to apply to the procurement author. 
zation system. Now, then the question came up as to cash grants, thy 
is from a technical, legal point of view, and, I believe that there Was 
testimony on that before the House Foreign Affairs Committee lag 
year, there was a question raised, as to whether or not ICA had th 
right. I don’t believe it was ever resolved definitely. 

Mr. Harpy. On page 10, at the bottom of the page, you refer to the 
issuance in the summer of 1957 of over $12 million of import licenses 
outside the regular channels. f 

Do you know what was bought with those licenses ? 

Mr. Srapres. I don’t believe we do. I don’t know whether (4 
does. I don’t recall. 

Mr. Reppan. Did ICA ever authorize the issuance of those licenses! 

Mr. Sraptes. No, sir; they did not. 

Mr. Reppan. Do you have any idea at all what was done with tha 
$12 million ? 

Mr. Srapies. No, we don’t. 

Mr. Reppan. Has any effort been made to check ? 

Mr. Srapies. There have been a lot of efforts to check. ICA may 
have found out later on. I don’t know. But the last reading that we 
had on it they did not know. 

Mr. Harpy. Do you know who got that $12 million ? 

Mr. Srapies. No, sir; they were import licenses that were issued, 
approved and signed by one of the ministers of the Lao Government. 

We have the information in case the committee is interested in it 
The licenses were approved by one of the ministers of the Lao Govern- 
ment, rather than passing through the channels of the Import and 
Export Commission that had been established to screen the applica- 
tions for import licenses. 

Mr. Reppan. Do you know during what period of time that $12 
million was withdrawn ? 

Mr. Sraptes. I think it was on two occasions, in the summer of 1957, 

Mr. Reppan. Did it cover about a 2-week period ? 

Mr. Sraptes. I believe there were two instances. We have some 
general information on that. We may have more detailed information 
in our papers. We can take a check on that, if it is significant to you, 
Mr. Reddan. | 

Mr. Reppan. If you would, sir. 

(The following information was subsequently submitted to the sub- 
committee by the General Accounting Office :) 


anything 


DaTA ON IMpPorT LICENSES ISSUED IN 1957 OvuTSIDE THE REGULAR CHANNELS 


The subcommittee requested us to submit additional data concerning the 
issuance, in the summer of 1957, of over $12 million of import licenses outside 
the regular channels which the Lao Government and the ICA mission had estab- 
lished for a proper allocation of cash grant dollars. 

These irregular issuances occurred principally during the latter part of July 
and the first part of August 1957. One of the pertinent messages from the 
mission to the Washington office has placed the “deblockage” of corresponding 


cash grant funds, which were to finance these import licenses, between July 2 
and August 20. 
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The mission was informed by high Lao officials, who accepted responsibility 
for the action, that the licenses had been issued for domestic, political, and eco- 
nomic reasons calculated to favor the settlement then underway with the 
Pathet Lao. The mission determined that a large part of the licenses covered 
goods of Japanese origin purchased in Hong Kong and believed to be of the 
type frequently giving rise to illegitimate profits. The mission and the Embassy 
made representations to the Lao Government and sought to have at least those 
licenses revoked which involved overpricing or other improprieties. 

While some of the licenses issued without mission approval were subsequently 
canceled, the mission became aware of additional licenses being issued outside 
the regular channels during September and October 1957. Total import licenses 
issued between July and October without mission authorization were determined 
py the mission to approximate $16 million. December 4, 1957, is believed by ICA 
to be the firm date after which no irregular foreign exchange transactions were 
allowed by the Lao Government. 

The Lao Government reportedly also agreed, in December 1957, to submit the 
licenses irregularly issued for reexamination by the import commission and to 
suspend the corresponding dollar allocations. This review action, however, was 
in fact applied only to licenses totaling about $1.3 million which, the Lao Gov- 
ernniérit’stated, were unprocessed at that time at the Lao National Bank. The 
other licenses, according to Lao officials, were already being processed by com- 
mercial banks. 

Mr. Reppan. On page 16 you state, “Individual projects had to be 
arried out with inadequate advance planning and largely on an 
emergency basis.” Is that your judgment or is that a statement of 
ICA? priAtbe 

Mr. Srapies. I think it is probably a part of both. We probably 
make that judgment based upon factual data that we get and also it 
would reflect the opinions—personal opinions, of course—of respon- 
sible people in the Mission with whom we may have discussed these. 

Mr. Reppan. Does this refer to all projects that we have imple- 
mented since we have been in there 4 

Mr. Sraptes. I don’t think I would want to make as sweeping ¢ 
statement as that, Mr. Reddan, because I just don’t know. We are 
not familiar with all projects because we didn’t examine all projects. 

Mr. Reppan. The words that disturbed me there are “they had to be.” 

Mr. Stapres. The urgency of that is that they had to give aid, they 
had to get things done, they had to create impacts and they had to put 
people to work. 

Mr. Harpy. That was not your judgment ? 

Mr. Staries. Oh, no; that is not our judgment. 

Mr. Reppan. They knew in 1955 they had to carry out some proj- 
ects In 1959, didn’t they? They had 4 years to plan for them. 

Mr. Srarztes. I don’t know whether or not the planning in 1955 
ranup to 1959. Right at that particular point I would say they were 
confronted with what they considered to be a very grave emergency. 
They had to do something right now. That I believe probably ac- 
counts for their actions in the field of development projects, at least 
through 1955 and 1956. 

We think that they could have done and should have done a much 
better planning job, even though it was an emergency, than what they 
actually did as events subsequently turned out. 

Mr. Reppan. On page 17 you say, “The agency engaged, on an 
emergency basis, additional locally available construction firms” to 
handle this equipment that was coming in. 

Is that a typographical error or did they engage more than one 
firm ? 
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Mr. Sraptes. They engaged more than one firm. Two or thr 
firms. A construction company was in there, and they had Vinngl 
come in, and Rader. 

Mr. Reppan. This says “the agency engaged, on an emergency 
basis * * *.” Rader and Vinnell were American concerns, Accord. 
ing to the agency, the emergency developed because Rader and Vip. 
nell were not in Laos when the machinery arrived. I know the Mis. 
sion hired Universal, but I don’t know of any other firms hired by 
the Mission. Do you? 

Mr. Sraptes. They engaged Raymond Construction Co. in May 
1956 ; reading from page 25 of our audit report. 7 

Mr. Reppan. That is not what you are referring to here. You sq 
“Because of delays in cont acting for required technical Services 
* * *” Those are the delays which kept Vinnell and Rader from 
being there when the machinery arrived. 

You say, “the construction equipment arrived in 1956 before the 
technicians were available for duty. The agency engaged, on an 
emergency basis, additional locally available construction firms.” 

Mr. Srapzes. The Mission engaged the Raymond Construction Qo, 
on an emergency basis, according to our report here. 

Mr. Reppan. To receive or store or handle the equipment ? 

Mr. Sraptes. Not necessarily. We are talking about the project 
overall. 

Mr. Harpy. Maybe that is a misunderstanding. But the way the 
bottom of page 16 and the top of page 17 of your statement read, it 
looks as if you are talking about the equipment. 

Mr. Strapies. That isn’t what we had in mind, Mr. Chairman. If 
we have conveyed that impression, I would like to correct it here, 
When we talk about the agency engaging on an emergency basis, et 
cetera, we are referring to the project as a whole in all of its opers- 
tions, not only the delay in equipment, but many other factors that 
went into the administration of the project. 

Mr. Reppan. Just one other question, Mr. Staples. 

Mr. Meaper. Before you leave that, the next paragraph, I have a 
note here. 

What is the date of that internal audit ? 

Mr. Sraptes. I believe the report was delivered toward the end of 
November 1958. As I recall, it did not have a date stamped on it. I 
am given to understand by ICA people that it was delivered, actually 
issued, about November 28, 1958. 

Mr. Reppan. In the next to the last paragraph, Mr. Staples, you 
say, “In December 1958 the condition of much of the equipment was 
unknown.” 

Is that unknown toGAO? 

Mr. Srapres. It was unknown at the Mission. In other words, our 
inquiries at the Mission by our Tokyo office in December 1958 did not 
elicit any concrete information about what the condition of the equip- 
ment was. The best information we had indicated that it was becom- 
ing worse. 

In other words, that they were not maintaining it; it was not being 
used—the spare parts were not there and it was not being repaired. 

Mr. Reppan. Did they tell you that they already had three investiga- 
tions, one by Vinnell, one by their own end-use inspector, Haynes 
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Miller, and the other by their own auditing team which told them what 
the condition of that equipment was ? 

Mr. Sraptes. I don't know specifically whether those things were 
talked about. But our report that we have from our Tokyo office in- 
dicates just what I have told you, with a little more detail added to it. 
But substantively that is what it is. 

Mr. Reppan. That is all that I have. 

Thank you. 

Mr. Harpy. Let the subcommittee stand adjourned, to reconvene at 
9 o'clock. 

(Whereupon, at 12:37 p.m., the subcommittee recessed to reconvene 
at 2,p.m. this date. ) 

AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Meader and myself, con- 
stituting a quorum under the committee rules. 

Mr. Reddan, who is the next witness ? 

Mr. Reppan. Mr. Haynes M. Miller. 

Mr. Harpy. Since we are going to get into controversial aspects 
of this subject matter, I will ask you to be sworn. 

(The witness was sworn by the chairman.) 


TESTIMONY OF HAYNES M. MILLER, FORMER END-USE INVESTI- 
GATOR IN LAOS FOR THE INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 


Mr. Reppan. Mr. Miller, will you first give the committee your 
full name and address and your educational and employment back- 
ground ? 

Mr. Mitter. I was born June 18, 1926, in Johnson City, Tenn. I 
went to—shall I start with college ? 

Mr. Reppan. Yes. 

Mr. Mitter. I went to Dartmouth in 1944, graduating in 1946. 
I went from there to the University of Vanderbilt, graduating in 
1949, after doing some work at the University of Colorado. 

Mr. Reppan. What degrees did you get ? 

Mr. Miter. A.B. from Dartmouth, LL.B. from Vanderbilt. 

I then practiced in Roswell, N. Mex., for 2 years, and simulta- 
neously was clerk on a volunteer basis to the Chief Justice of the 
Supreme Court of New Mexico and prepared memorandum decisions 
for each of the cases that was presented to that court during the 2 years 
when I was not myself involved. 

Then I went to Paris and practiced law in Paris for 2 years. At 
the same time I represented the United States informally at the 
International Criminological Society. I attended the University of 
Paris and completed the first written examination on a doctorate of 
international law before financial matters and other personal mat- 
ters prompted me to return to the United States, which I did, and 
went into practice in 1953 in Tennessee. I became very much in- 
volved in local politics there, reapportionment of the State legislature 
and revising the cities’ and county tax structure. 
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While I was in the course of doing that work, I worked with the 
University of Tennessee Law School, which had at that time, as it 
still does, a municipal technical advisory service made up largely of 
lawyers and tax experts or other experts in various fields of public 
administration. 

During my work there I was told that the ICA recruiter wante 
to see me, that he was looking for a lawyer who had some notig, 
of French law and who spoke French well. 

That is the way I got into the ICA. 

Mr. Harpy. When was that, Mr. Miller? 

Mr. Miiuer. I went into active service on the 26th of August, | 
believe, 1956. I had 2 weeks of special indoctrination in the office 
of Mr. Ward, the Controller’s office, and went to Laos as a membe; 
of a special three-man team on which I was the junior member; My 
Orval. Yarger was the director, and Mr. Harkins, then attached ty 
the Mission at Bangkok, was to introduce me to my functions, 
We arrived in Bangkok the 19th of September, approximately, 
1956. " 

Mr. Reppan. Did you have a particular mission at that time? 

Mr. Mriuuer. Yes, sir. As I was instructed, Mr. Yarger had cer. 
tain tasks that he was to perform, which I ultimately learned abou 
and participated in, but it was my task to determine whether or no 
the rumors that had been reported to ICA concerning the misuse of the 
military aid and diversion of dollars were true. That was. one 
question. 

Another was whether or not the Mission had authority to control 
the use of American dollars? 

Mr. Harpy. That was with respect to Laos? 

Mr. Miter. Yes, sir. 

Mr. Harpy. Let me interrupt you just a minute. We have com- 
pleted your brief biographical sketch and your background of.educs- 
tion and training? 

Mr. Mitier. Yes, sir. 

Mr. Harpy. I don’t believe that you gave the reporter your fil 
name and your address. 

Mr. Mitter. Haynes McNiel Miller. 

Mr. Reppan. And your address ? 

Mr. Mriiier. My present address is Dogwood Acres, Johnson City, 
Tenn. There is no street. 

Mr. Harpy. Before we get into the real discussion of the matters 
before the committee, I want to ask you, since you are going tok 
testifying under oath, if you been shown a copy of the committe 
rules ? 

Mr. Mituer. No, sir. 

Mr. Harpy. Let us attend to that. 

If you haven’t been previously advised, I want to advise you nov 


that you have the privilege of having counsel with you, if you watt | 


counsel, 

Mr. Minter. No,sir. I shall be the “poor lawyer.” 

Mr. Reppan. Are you under subpena, Mr. Miller ? 

Mr. Miruer. Yes, sir. 

Mr. Harpy. I want to be sure that you have available a copy 0 
the committee rules. 
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Mr. Muer. Is there anything in here, sir, which I should read 
oe Harpy. I think the main thing that would be in there that 
would be of concern has to do with your right to counsel if you so 
desire, and also your constitutional rights. Suppose we wait a few 
minutes and give Mr. Miller a chance to look at those rules so that he 
will be familiar with them. ! 

(The witness read the rules. ) ay 

Mr. Meaper. Mr. Miller, I wasn't quite clear on how you came to be 

employed by the International Cooperation Administration. Would 
youelaborate on that a little bit? — 
“ Mr. Miter. Yes, sir. At the time I was employed, I was working 
with members of the City Commission of Johnson City to prepare 
a tax reform for the city in order to finance the school building pro- 
gram, among other things. I worked with Mr. Cecil Morgan at the 
University of Tennessee, who is a tax expert and who was helping 
me try to plan a local tax reform. Mr. Tom Eliot, a recruiter for 
the Government Administration Section of IC A, stopped at_Knox- 
ville, saw the members of the Tennessee Municipal Advisory Service, 
and through them found out my name and qualifications, and I think 
I was probably there during one of his first visits upon a recruiting 
trip tothe South. “i es é ahi 

Mr. Meaper. Was Mr. Eliot visiting various educational institu- 
tions for the purpose of obtaining personnel for ICA ? 

Mr.\Matter. That was my impression, yes, sir. It may be that 

Mr. Meaper. And you were indirectly connected with the Univer- 
sity of Tennessee ? 

Mr. Mitter. I was working on problems that they were interested 
in, that.is reform of tax structures. The same problem was present 
all over Tennessee in that the constitution was not being obeyed, 
the assessments were not being made properly. We cooperated with 
one another, they giving me information and [ giving them informa- 
tion, 

Mr. Meaper. You were practicing law in Johnson City at that 
time? 

Mr. Miturr. Yes, sir. 

Mr. Meaper. As a private lawyer? 

Mr. Miter. Yes, sir. 

Mr. Mraper. But you were doing this study in connection with the 
University of Tennessee ? 

Mr. Miter. With their cooperation, yes, sir. 

Mr. Meaper. On behalf of whom? On behalf of the city of Johnson 
City? Or on behalf of the State government ? 

Mr. Minter. On behalf of the group of city commissioners who 
formed a party in city politics. I had originally got three of them 
to agree, which made a new majority. They were willing to go into 
city finances and try to plan a reorganized city government. We were 
then collecting in taxes less than we collected during the depression, 
with a population considerably greater. 

Mr. Meaper. What kind of disturbs me is this, Mr. Miller: Here 
you are working on some municipal problems and, all of a sudden, 
apparently without any initiative on your part, you are employed by 
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a recruiter for ICA. I can’t quite see how the connection was estab, | 
lished. 

Mr. Mitier. Well, sir, all I can say about that is that I too after 
I closed my office, wondered, and I asked Mr. Eliot if Representatin 
B. Carrol Reece had anything to do with my appointment. Hig reph 
to me, as I best now recall, was “I wouldn’t ask that question, if I wep 
you, I would go ahead and do my job.” 

Mr. Meaper. I guess I have gotten the answer I was looking fy 

Mr. Miter. I might say that the key member of the city cop, 
mission who agreed with the group I was working for, was elected wit, 
Carroll Reece’s money. 

Mr. Harpy. That was in 1956? 

Mr. Miter. Yes, sir. 

Mr. Meaper. You personally do not know any more than the fxg 
that Mr. Eliot sought you out ? | 

Mr. Miutrr. Yes, sir, since when I got to Laos my suspicion thy 
something else was involved was really increased because I had beg 
told that they needed someone who spoke French and had some notig, 
of French law. They didn’t appear to need anybody of those qualif. 
cations. At least, they didn’t use them. And I had been led t 
believe that—— 

Mr. Meaper. Certainly your knowledge of French was not a ds 
advantage in Laos, was it ? 

Mr. Miter. Well, sir, it wasn’t to me personally an advantage, | 
suppose, since I learned more with it than my superiors wanted met) 
report. But to them it might have been an advantage at certain timg 

Mr. Meaprer. The French had, of course, been in charge of the amy 
and I presume there would be a certain amount of transactions em. 
ducted in French, and knowledge of French law would have bey 
useful. 

Mr. Mitier. From that point, yes. 

Mr. Meaper. Maybe that is out of the ordinary for ICA to hin 
somebody who knows the language of the country, or who know 
something about the laws that predominate in the country. I pe 
sonally do not find it incongruous. 

Mr. Mirter. Well, sir, | perhaps shouldn’t express an opinion i 
this point, but I didn’t believe that ICA intended to do a job, let any: 
one else do it, nor to reveal the facts of any problem to anybody, 9! 
thought French was a handicap to me personally. 

Mr. Meaper. When did you actually go with ICA ? 

Mr. Minter. August 1956. 

Mr. Meaper. August 2, was it? 

Mr. Miuuer. The 26th, as I recall. 

Mr. Meapver. And you arrived in Laos—presumably you flr 
there—— 

Mr. Mriter. Yes, sir. 

Mr. Meaper. On the 19th of September 1956 ? 

Mr. Mitre. I left here, as I recall now, on the 13th of September. 

, ya gic , ; 4 ight 
flew to Paris, bought one or two law texts that I thought I might 
need, and then flew from there to Bangkok, where I met Mr. Yarge. 
and we went from Bangkok up to Vientiane together. a 

Mr. Meaper. And you and Mr. Yarger were to undertake this mis | 
sion jointly ; is that correct ? | 
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Mr. Miter. Yes, sir; W ith the assistance of Mr. Ray Harkins, who 
was called up from Bangkok. ee 

Mr. Meaver. And as say you did not know what your mission 

, il vou got over there 4 
aca Well, I had no notion that it would be so hard to do a 
job that is worthwhile. ' al 

Mr. Meaper. Had you not been told in these 2 weeks ; 

Mr. Muuter. I knew my job as investigator, as best it can be ex 
jJlained to me in the course of the 2-week session. But I had not an 
ticipated the disorder that I encountered in Laos. I had been told by 
the recruiter that I probably would not remain an end-use investi- 
gator long, and that I could rely on him for that if I would take the 
; go. 

Er wAE precented to me as a matter of vital concern to the U.S. Gov- 
ernment that somebody be out there, and they couldn’t get anyone else 
to fill this job who was better qualified. So I took it. ae 

Mr. Harpy. Mr. Miller, as we proceed with the questioning by the 
counsel and the committee, if we get into areas which involve classified 
information, I want to ask that you indicate that to the committee so 
that if it becomes necessary, we can follow this open session with an 
executive session in order to take additional information. We will try 
to direct our inquiry to matters that are not involved in classified in- 
formation. You will know better than we will whether your answers 
will contain classified information. 

Mr. Minter. Yes, sir. 

Mr. Harpy. Go ahead, Mr. Reddan. 

Mr. Murer. I would like, Mr. Chairman, if I may, to have the as- 
sistance of Mr. Ward on that, the gentleman with whom I worked in 
ICA. He probably would know and be able to advise me from time 
totime whether the information you ask for is classified. 

Mr. Harpy. That will be fine, Mr. Ward, if you will. If we run 
into classified material, you can tell us. Mr. Ward is not going to 
testify now. 

Mr. Meaper. But he will pass judgment on whether the information 
is classified or not. We should know what his position is. 

Mr. Harpy. I think we should. Mr. Ward, would you give the 
committee your full name and official title? 

Mr. Warp. My name is Alex S. Ward. I am Chief of the Field 
Operations Staff in the Auditing Division of the Office of the ICA 
Controller. 

Mr. Harpy. You are in the Washington office, Mr. Ward ? 

Mr. Warp. That is right, sir. 

Mr. Meaper. Then you are attending the hearing today as a repre- 
sentative of the International Cooperation Administration ? 

Mr. Warp. That is true, yes, sir. 

Mr. Reppan. Mr. Miller, I would like to direct your attention to a 
report which you prepared in August of 1957, relative to the end-use 
investigation of certain road equipment and machinery. 

Mr. Mitirr. Yes, sir. 

Mr. Reppan. I believe it is Report No. 12. I will ask the clerk to 
hand you the report and then I would like to ask you a few questions 
about it. You may want to keep the report in front of you for the 
time being. 

41067—59 20 
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What was the basis for that report ? 

Mr. Miter. Well, this is a report on the use of $1,760,000 worth of 
roadbuilding equipment which was purchased in Washington } 
Washington authority in order to supply the equipment that the Vin. 
nell Construction Co. was to use in Laos in training a Lao staff ip the 
maintenance of the roads of Laos. 

Mr. Reppan. Was this equipment part of a Pro Ag and PPA? 

Mr. Miniter. Yes, sir. 

Mr. Reppan. Did you examine the Pro Ag and PPA documents? 

Mr. Minter. Yes, sir. 

Mr. Reppan. Would you tell the committee briefly what that PPA 
provided for ? 

Mr. Miuuer. As best I recall, and without seeing the documents— 

Mr. Harpy. Let me interrupt a minute. Mr. Meader is leaving tem. 
porarily. Let the record show the presence of Mr. Griffin. 

Mr. Reppan. Can you tell from your reports? 

Mr. Mixer. I can tell from some of the numbers. 

Mr. Reppan. I mean a description of what the PPA provided, 

Mr. Mixier. I think I can get a better description by memory, 
However, there may be minor inaccuracies. I don’t think there wil] 
be any major inaccuracies. 

The program was begun in 1955 during the Mission’s fiscal year 
1955, and at that time they foresaw a need for this equipment. I think 
they later amended that PPA four times. Each time they put ing 
new element—incidentally, the new elements were usually described 
as indispensable first moves in the program. 

The planning seemed to be most inadequate. For instance, the 
heavy equipment appeared to me to be the first thing they thought 
about getting, then someone to use it. That is the Vinnell contrac 
team. Then they decided they needed to have some sort of plan,-and 
a survey team was employed to make plans. 

Mr. Reppan. Was there a provision for the training or the estab- 
lishment of a Lao highway department ? 

Mr. Mitier. That seemed to be the original object, to train them in 
the maintenance of heavy equipment. 

Then, thereafter, they re-reamended the program to provide for an 
engineering team. They discovered that they would need to build 
bridges and someone would have to plan them and get blueprints. 
The Rader group was ultimately employed for that purpose. 

Mr. Reppan. Is that Rader Associates? 

Mr. Mitter. Yes, sir. 

Mr. Reppan. Who directed you to make this investigation? 

Mr. Mitier. Well, sir, no one directed me to. I had asked for per- 
mission to make the investigation, I believe as early as March. 

Mr. Reppan. What prompted you to request the authority ? 

Mr. Mitier. Well, persons whom I considered very good, very re- 
liable sources of information had, some of them, inspected the equip- 
ment, others had been involved in the use of the equipment or some 
aspect of the contracting, and alleged that it was all a fraudulent 
scheme designed for the benefit of certain American contractors, 

Mr. Harpy. They alleged that what was fraudulent? The corr 
tracts? 
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Mr. Mutter. The contracts, yes, sir. They—this should be cli 
fied. We will have to talk about people who are rather important in 
- tornational affairs. 

ernational aff: , | a 
“ih any event, I perhaps ought to identify the sources of my infor- 
mation, Which I think I can do without embarrassing anyone. 

oa § 


Mr. Harpy. Yes. . | | 
Mr, Miter. One 1s the inspector for the Colombo plan, whose name, 


believe, is Saudure. | . | | 
Mr Reppan. He was the representative of the Colombo plan in 


Laos during that period ¢ 

Mr. Mruuer. Yes, sir. He was not in Laos. He was the Colombo 
plan’s inspector. He is a citizen of Australia, born in Belgium, em- 
ployed by Colombo to inspect all heavy equipment paid for by the 
Colombo plan in all French-speaking countries, and perhaps some 
others. He was a specialist at just that. He had made a tour of 
— Reppan. Can we go ahead, Mr. Chairman, just to the end- 
use report itself, the actual inspection of the equipment ? 

Mr. Harpy. Let’s do that. Wait aminute. Mr. Miller, a question 
was raised as to the basis for your report. I get the impression that 
the investigation which you made was prompted by allegations which 
you heard to the effect that there were some Improprieties in con- 
nection with the equipment which had been purchased. 

Mr. Miuter. Yes, sir. 

Mr. Harpy. Certainly there is nothing classified about that. I 
think if it becomes necessary to identify the individuals who were 
the sources of your information, then it will be necessary to go into 
executive session. Now, pick up from there, Mr. Reddan. 

Mr. Reppan. During what period was your investigation conducted ? 

Mr. Mutter. I think the investigation began—it was the latter part 
of June. I had asked the then Director 

Mr. Reppan. June 1957 ? 

Mr. Minter. June 1957, yes. I asked the then Director of our Mis- 
sion several times to make the investigation and had been denied. 

Mr. Reppan. Who was the Director at that time ? 

Mr. Mitter. Carter dePaul. He later gave me permission to make 
the investigation. 

Mr. Reppan. How many days did you spend on the investigation ? 

Mr. Mutter. I spent about 12 days on the investigation, 12 days 
straight that would be, probably 12 hours a day, and Saturday and 
Sunday included. I expected to be stopped in the midst of my inves- 
tigation. I was being helped part of the time by Mr. Frank Bice and 
Mr. Dekle. 

Mr. Reppan. What was their capacity ? 

Mr. Miter. They were technicians with the Vinnell contract. group 
and could give me expert advice on what I was looking at when I 
was inspecting the heavy equipment. We made a trip up the road to 
Luang Prabang and took moving pictures of what we saw. Then we 
went back out to Pam Pam, which is a storage yard for heavy equip- 
ment as well as the office area of the construction company which 
was using this equipment. 

Mr. Reppan. Universal Construction ? 








294 UNITED STATES AID OPERATIONS IN LAOS 


Mr. Miter. Yes, sir. That company had what I should guegg wy 
$114 million worth of Colombo plan equipment, and an equally lap 
amount of our equipment, or equipment we had paid for. They hal 
a monopoly on all public works equipment in Laos to the point—this 
would have to be classified, I suppose. 

We can say this, I imagine; the public works office in Vientian 
a division of the Lao Government’s public works was deprived of 
almost all equipment, working equipment. Road section crews had no 
equipment. I hunted with several of them, and their equipment wa 
taken from all those I knew and given to the Universal Construetio, 
Co., Ltd., of Bangkok. 

Mr. Harpy. Was that done by the Lao Government, or was tha 
done by our Mission ¢ 

Mr. Miter. The Lao Government’s minister, Tiao Souk, ordera 


the equipment to be placed at the disposition of Universal Constrie. | 
tion Co. All of the equipment which was bought and paid for by the | 


Colombo plan or the French plan, and all of the old equipment whic, 
had been there in the French colonial times. 

Mr. Harpy. lam thinking about our equipment now. 

Mr. Minier. Our equipment was turned over to them by the 
Americans. ; 

Mr. Reppan. Do you have any personal knowledge as to the gop. 
ditions under which that American equipment was turned over by 
the Mission ? : 

Mr. Mitier. Immediate knowledge ? 

Mr. Reppan. Yes, sir. 

Mr. Miuuer. No, sir. I may say that I have to this extent: Som 
of the equipment came in very late. The first equipment started 
arriving a few days before I got to Laos. The day we got there, ther 
were some 24 Ford dump trucks lined up in the compound and later 
on there were bulldozers which were delivered, off-loaded in our com- 
pound and then delivered to either the Lao Government or to Mr. 
Peabody directly. 

Mr. Reppan. How much of this equipment did you inspect, dollar- 
wise? You say there was about $114, million worth of American 
equipment ? 

Mr. Miuirr. Yes, sir. That was approximately the amount of 
money involved in the total. Some of it wasn’t equipment: some of it 
was culverting, that sort of thing. You asked for the total amount! 
We inspected—our contribution was $1,761,560. PIO/T’s—or pur 
chase orders—had been issued, up until that time, for $1,766,000. We 
checked $548,950 worth. So we checked approximately one-quarter 
of it, between a quarter and a third. 

Mr. Reppan. In what condition did you find that equipment! 

Mr. Mitter. Well, sir, I depended largely on Mr. Bice and Mr. 
Dekle to examine the motor shovel and bulldozers, and that sort of 


equipment. So far as I could myself see and determine the condition | 
of the equipment, the trucks had been needlessly and avoidably | 


damaged in practically every respect. There were lights off, every 
truck I think was badly dented. We have a list of the comments 
on each piece of equipment. Many of them appear to have been 
run without oil until the rods came out. 
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Mr. Reppan. Did you talk to any maintenance people or anyone 
who had the duty of maintaining that equipment! 

Mr. Murer. Yes, sir. We talked to the field workers when that was 

sible. Many of them were Okinawans. In fact, almost all were 
Okinawans. Only once was there an American present where the 

uipment was being used. And he refused to tell me how often 
he went to the scene to supervise the work. 

Mr. Harpy. Who was he? — : 

Mr. Mutrr. I am sorry, sir, I don’t recall his name. I would pick 
tout, and I probably have made reference— 

Mr. Harpy. Was he employed by the Mission ? 

Mr. Muuer. No, sir, he was a young engineer employed by the—— 

Mr. Harpy. Universal Construction Co. ? 

Mr. Muzer. Universal Construction Co. Ray something or other. 

Mr. Harpy. You wouldn’t recall if his name was Russell ? 

Mr. Minter. It is not Russell, I think. Maybe I am wrong. I 
probably have a reference to it here and can look it up. 

Mr. Reppan. Did you give an overall figure or a general description 
of the equipment in your report? Did you have a cover sheet. in 
which you summarized your findings with respect to the condition of 
the equipment ? 

Mr. Miter. Yes, sir; there would be a summary here somewhere. 
At this point I tried to quote other people in a better position to make 
comments than myself. 

Mr. Reppan. How much of it was satisfactory equipment and how 
much of it was unsatisfactory ? 

Mr, Miter. At the Pam Pam we saw approximately 100—rather, 
$370,000 worth, and we classified $13,000 worth as being satisfactory. 
Actually, none of it was satisfactory because what we so classified 
wasn’t being used. What they hadn’t damaged were the sheep’s-foot 
wllers and other such equipment of that which can hardly be dam- 
aged. The paint wasn’t off of the rollers’ feet, so obviously it had 
never been used. And we have photographs of other similar equip- 
ment which had never been used. 

Mr. Reppan. Did you encounter any difficulties in connection with 
the—excuse me. 

Before you go on, do you have any other figures? You were just 
telling us how much was unsatisfactory at the Pam Pam. 

Mr, Mirren. Yes. At the Pam Pam we found road scrapers dis- 
mantled and checked the number of working hours on them. They 
were quite low. I think in all cases under a thousand working hours. 
But the wheels were off, one of them had been turned over. Another 
we found when we went north on the road to Luang Prabang, we 
found a scraper which had fallen off the road. They had taken a 
bulldozer down to pull it back up on the road, and the bulldozer got 
stuck. At the time we were photographing them they were sapping 
the lowest end of the bulldozer, trying to straighten it up, I suppose. 

We were rather amused at the scene. I stopped and asked a Lao, 
who was working with the Okinawan—the Okinawan crew was sup- 
posed to be training him, as I understand the program—and he had 
worked under French engineers before, spoke French relatively well. 

I asked him what they were doing, and he said, “I don’t know, I 
don’t think they do.” 


! 
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“Are you learning anything from these people ?” They 
He said, “Well, sir, I thought I knew something about roadbuildiny | he 
but now I don’t think I know anything about it.” = a 
Mr. Reppan. What was the total volume of the machinery that you ‘es in 
reported to be in unsatisfactory condition 4 re | ro cmaiin 
Mr. Minter. $516,587. naaah fe 
Mr. Reppan. How much was the total equipment you inspected? h pen 
Mr. Miter. $33,600 some dollars more than that. Mr H 
Mr. Harpy. That was in satisfactory condition ¢ ny stan 
Mr. Miuer. Yes, sir, either because it hadn’t been used or & ’ Ar. M 
cause 
Mr. Harpy. You indicated that you checked from one-fourth to, a 
third of the total equipment. from mel 
Mr. Miter. Yes, sir. and they 
Mr. Harpy. Why didn’t you check the rest? Was it not so locate) game as 1 
that you could? a ment oii 
Mr. Mixurr. No, sir. I was denied permission to go back to thy I consi 
Pam Pam yard or to go to Xieng Kouang, or to any of the othe! contract 
locations where the equipment could be found. and I fel 
Mr. Harpy. Who denied you that permission ¢ better co! 
Mr. Mitter. Mr.—my immediate boss, Mr.— None ¢ 
Mr. Reppan. Harting? these con 
Mr. Micter. Mr. Harting and Mr. Kotz. Mr. Hz 
Mr. Reppan. What was Mr. Harting’s position ! uirem 
Mr. Mixxer. He was Controller at the Mission. Mr. Mi 
Mr. Harpy. Did he give you any reason for denying that pr, Mr. H. 
mission ? we had & 


Mr. Miter. Yes, sir. He had, about 3 weeks before I started thi Mr. Mi 
investigation, he had told me to stay home, that I had “rocked tly agine tha 
boat” enough, and that I “wouldn’t need to come to work.” could not 

He said when this thing blew up, “You are just going to turn th| capacity, 
boat over, stop it, don’t go out there, don’t write a report on possibly! work don 


fraudulent aspects of this transaction; make your report on th Mr. Ha 
equipment, do not report on the contracts under which the equipmen Mr. Mr 
is being used.” | Mr. Ha 
Mr. Harpy. What brought about Mr. Harting’s decision on that} tract did 
matter ¢ Mr. Mr 
Mr. Minter. Well, sir, I thought that he was simply frightened of Mr. Ha 
the situation. book you 
Mr. Harpy. Had you had any previous discussion with Univers!) Mr. Mn 
personnel concerning your investigation ? the funda 
Mr. Miter. Yes, sir. I went out to the—I was trying to chek Mr. Ha 
all of the contracts and the entire program simultaneously, ani) © Mr. Mi 


to check on the equipment, and put together in one report all the 184 provi 
information I had gathered concerning every aspect of the roid| tracts by | 
program. Mr. Ha 

In doing that I wanted to see who was on Mr. Peabody’s payroll Then the 
I thought I had reason to believe that he did not have enough me this code, 
to go round on all of his jobs, and his contracts with the Lao Goven:} | Mr. Mn 
ment were only service contracts, that is, if they can be called cot by legal | 
tracts at all; there was only one clear obligation in those contracs} contracts, 
in my opinion, and that was the Lao Government’s obligation to pi} Provisions 


him. Mr. Ha 
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They do not provide for his completing any work. They do give 
him the right to convert 80 percent of the kip he is paid into cash- 

ant dollars. No specifications of any sort were given on the work, 
| either in that contract or in the later bridge building contract which 
he received from the Lao Government at the end of September 1957, 
except insofar as they specified the number of men that he should 
have working on the job. ; 

Mr. Harpy. There was no requirement that the work conform to 
any standards # 

Mr. Murer. No, sir. I might further add that those contracts 
were the only contracts of that sort which I could find in the public 
01 works office of the Lao Government. I had excellent cooperation 

from members of the Lao Government, as in almost every other case, 
and they gave me a copy of their law concerning contracts, which is the 
ti| same as the French Colonial Code established to govern all govern- 
ment Contracts involving public works. — 
the I considered that law better than the United States own law. Each 
he contract is to be accompanied by what is callet a caillet descharges, 
and I felt that that contract manual was more complete and perhaps 
better conceived than any I had worked with in this country. 

None of the requirements of that code had been obeyed so far as 

these contracts were concerned. 

Mr. Harpy. Whose responsibility was it to determine whether the 

uirements were carried out ¢ 

Mr. Mititer. For the Lao Government ? 
per: Mr. Harpy. I am thinking now in terms of our responsibility, if 

we had any. 
ths Mr. Minter. It would have been Mr. McNamara’s. I should im- 
th) agine that he, as the Chief of our Mission Public Works Division, 
could not escape that responsibility. He was responsible for, in that 
th) capacity, carrying out the provisions of that program, overseeing the 
iby} work done and making sure that the equipment be reasonably used. 
the Mr. Harpy. That is Mr. Edward T. McNamara? 
nent Mr. Mitter. I believe so, sir. 
Mr. Harpy. Let me go back just a little. You said that the con- 
tht} tract did not require compliance with any standards? 
Mr. Mitier. Yes, sir. 
dot} Mr. Harpy. But the contract did require conformance to this hand- 
book you referred to? 

sil| Mr. Mirier. Yes, sir; speaking only as a lawyer who is interpreting 
the fundamental laws together with the contracts. 

heh § Mr. Harpy. Which itself carried standards? 

ani} Mr. Mirumr. Yes, sir. Very specific standards. And also there 
| the 18a provision in it which makes its provisions applicable to all con- 
roul| tracts by incorporation therein—— 

Mr. Harpy. That. is the point I want to be sure we understood. 
rl. | Then the contract actually did contain standards by incorporating 
mea thiseode, or whatever it was: is that correct ? 
ve:| Mr. Miter. Yes, sir. But that is by a process of Incorporation— 
ci} by legal presumption. The code itself is by law applicable to all 
rac} Contracts, whether it is mentioned or not. according to the code’s own 

provisions. But then 
Mr. Harpy. Was it mentioned in the contract ? 


he | 





— 
3 
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Mr. Mier. No, sir. 


Mr. Harpy. So then only by legal presumption was there any re | 


quirement that the 

Mr. Miter. Yes, sir. 

Mr. Harpy. Performance be—— 

Mr. Miter. I[ think that is accurate, yes, sir. 

Mr. Harpy. Do you know of your own knowledge whether the Mig. 
sion was aware of that situation that the contract did not specifically 
require performance up to certain standards ? 

Mr. Miter. Well, sir, when I went to Mr. McNamara and askaj 
him for copies of these contracts he said he had never seen them, that 
he didn’t have copies. 

“Besides,” he said, “it wasn’t any of my business, they were us; 
their own money.” I think he went to the Mission Director and p. 
quested that I be stopped on this, that it was none of our busingg 
what the Lao did with their money. 





Mr. Harpy. Then was it Mr. McNamara’s position that he had no | 


responsibility for assuring that there were proper contracts which aid 
funds would be spent to—— 

Mr. Miter (interposing). Yes, sir. That seems to be the pos. 
tion he took. 

Mr. Harpy. Did the Mission Director support him in that position! 
You said he went to the Mission Director and tried to have you stopped 
from insisting 

Mr. Mixer. Well, sir, I don’t know of my own knowledge what the 
results of those efforts were. 

Mr. Harpy. You did not have a contact with the Mission Director! 

Mr. Mitter. Presumably the Mission Director did not agree with 
him or else his grant of permission that I make the investigation was 





inadvertent on his part. I can only presume from the circumstancy | 


that he did not fully agree. 


Mr. Harpy. In any event he had already given you permission to | 


make the investigation ? 

Mr. Miter. Yes, sir. 

Mr. Harpy. And he did not withdraw that permission ? 

Mr. Miter. Well, sir, he was leaving the Mission at that time and 
it was just about the same moment that Mr. Robbins was coming in 
to the Mission. So that everything was in considerable disorder, As 
a matter of fact it was my feeling that I would not have been granted 
permission by the Mission Director except for the fact that he was pre 
occupied by other things and answered the question I had posed to 
him in the affirmative without really realizing what it was. 

Mr. Harpy. Did you not have a written permission to perform! 

Mr. Miter. No, sir. 

Mr. Harpy. But after you had been given permission verbally and 
had proceeded to make the investigation, you were not instructed by 
the Mission Director on discontinuance ? 





Mr. Miter. Not by that Mission Director. I was by the next Mis | 


sion Director, yes, sir. 


Mr. Reppan. You said you were stopped in the middle of this it | 


vestigation ? 
Mr. Mitter. Yes, sir. 
Mr. Reppan. You went to the office of the Universal Constructin 
Co. to examine the contracts and the records, as I understand. 


—————EEEe 
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Mr. Manze. Yes, sir. 

Mr. Reppan. Were you given access to any of the records at that 
sme? 
wei Mitre. Well, sir, when J arrived I made two visits to the 
Pam Pam. First, 1 went out on I riday, I believe, to inspect the 
equipment. We made a list of everything on the yard and took pho- 
tographs—rather, we didn’t take all the photographs at that time, 
we ran out of film. ' a ; ; ; 

Mr. Bice was taking the film with his private camera. I had tried 
to get a. camera but there wasn’t one ICA could place at my disposi- 
tion at the Mission. — > 

At that time we inspected their records for property control. In 
other words, a catalog of all the equipment they had received, what 
had been done with it, their maintenance records, and that sort of 
thing. The Universal Construction Co. had received a contract from 
the Mission to perform those services in regard to this equipment, 
and to make up property control records for it. 2 

Mr. Reppan. Who at Universal gave you permission to examine 
those records 

Mr. Mutter. Mr. Long. 

Mr. Reppan. Mr. Long? 

Mr. Muuer. Yes, sir. 

Mr. Reppan. Is he the accountant for Universal ? 

Mr. Miter. Yes, sir. 

Mr. Reppan. Did you proceed from that to examine the equip- 
ment itself ? 

Mr. Minter. We did, I think, both simultaneously; Mr. Lee, an 
excellent Chinese subordinate, and myself. 

Mr. Reppan. Did you subsequently have a conversation with Mr. 
Peabody ¢ 

Mr. Murer. Yes, sir. I asked Mr. Long—he was then making up 
his payroll, and I asked him if—— 

Mr. Reppan. Who was Mr. Peabody ? 

Mr. Mitier. Mr. Peabody is one of the principals in the Universal 
Construction Co., Ltd., of Bangkok. The property control records 
we examined very rapidly because there really weren’t any. We 
found a cigar box, which was about all they had. 

It was incomplete and not up to date. There was no catalog: 
none of the other records they were supposed to have made could 
be found so that that took us no length of time at all. I wrote out 
questions for Mr. Long, asking him how many people he had on his 
staff, how many on his payroll, and in what capacities and what 
their background was, what their qualifications were. 

The only specifications in the Lao contracts were words like “tech. 
nicians.” He will have 31 technicians, 1 engineer, 1 accountant, and 
that sort of thing. 

Mr. Long, when I asked him for those records, for that informa- 
tion, told me that he did not have it; he didn’t know how many peo- 
ple they had on the payroll. 

I told him I would come back for that information the first of the 
following week. On Saturday I went to the U.S. Information 
Agency and asked them to send out a representative to photograph 


_the equipment on the Pam Pam yard, which they did Saturday. 
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Then Monday I went to see Mr. Peabody, or rather I went b 
see Mr. Long and he sent me up to see Mr. Peabody. 
was very angry and gave me a lecture on what I could see 
I couldn’t see, and what was going to happen to me. 
would not only get me stopped but he would have me fired. 

Mr. Reppan. Did you make notes of your 

Mr. Miuuer. Yes, sir. 

Mr. Reppan. Do you have them here with you? 

Mr. Miter. Yes, sir. 

Mr. Reppan. How soon after the conversations did you make those 
notes ¢ 

Mr. Mitter. I made them during the conversation, as rapidly gs] 
could, and this is as accurate a version as I could take down of what 
he had to say. It wasn’t really a conversation but a tirade which | 
took down as best I could. 

Mr. Harpy. Read them to us, please. 

Mr. Miter. This is a rather long report. 

Without prelude, at 11:45 on July 31, 1957: 


Before you take another step— 


ack ty | 
Mr. Peabody | 


and wha | 
He said }y 





this is Mr. Peabody speaking— 


Before you take another step here you write me a letter in detail. 
not going to get any information from me. I will tell you what information you 
will get. I am surprised and indignant about it. You have used my competitors 
to check my work. And furthermore, you better get the letter out today becang 
I am leaving tomorrow and I will be gone for 4 weeks and you won't do anything 
until I get back. Put that in your little pipe and smoke it. Please go through 
official channels. You have got some answering to do. I will tell you that, 

I will take you to the new director and we will iron out this situation, | 
wouldn’t sign a God damned thing. I am just talking to you as a free American, 


You are 


Mr. Reppan. Did you report that conversation to anyone? 

Mr. Mituer. Yes, sir. 

Mr. Reppan. To whom did you report it? 

Mr. Mrixrr. I reported it to my immediate boss, Mr. Harting and 
Mr. Kotz. 

Mr. Reppan. Asa result of that what happened / 

Mr. Mitier. They ordered me to stop. They were, I think, fright. 
ened by the whole situation. They thought it was one in which— 

Mr. Harpy. Do you mean you were ordered to stop immediately 
when you reported that information to them ? 

Mr. Mier. Yes, sir. 

Mr. Harpy. It didn’t even go through the Director ? 

Mr. Mitxer. I suppose they talked to the Director about it. Iwas 
never able to see the new Director about it. I was given orders from 
him, through my own immediate bosses. 

Mr. Reppan. How soon after you reported this conversation were 
you directed to stop your investigation / 

Mr. Mrier. Well, as I recall this was, I said before it was Monday. 
I think I may be off on the day. I was stopped immediately. 

Mr. Reppan. You mean the same day? 

Mr. Miuer. Yes, sir. 

Mr. Reppan. Were you stopped as soon as you reported it to them, 
or did they say we have to go talk to the Director, or something ot 
that sort ? 
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to | Mr. Muuuzr. As soon as—I believe they didn’t previously speak to 
My | the Director. They were frightened at it. I had used the word “fraud” 
hat! and that—— ‘ ss 

he : Mr. Harpy. How did you use the word “fraud” ? 


Mr. Miter. I said, “It looks to me as though this whole situation 
‘s fraudulent and that we can prove it. r And that, as I reeall, Mr. 
Harting then jumped on the word “fraud.” It frightened him. He felt 
there would be consequences. 
Mr. Reppan. What happened thereafter? : 
Ose Mr. Muter. Thereafter I was told to write a report on this equip- 
ment, to say nothing about the Lao contracts and not to make any 
I]  jnvestigation of the American or Lao contracts with Mr. Peabody’s 
hat firm. ! 
hI Incidentally those contracts gave me the right to ask, or gave me 
not only the right but the duty to ask him how many people he had 
on his staff, what their qualifications were, what their salaries were, 
and granted the right to the representative of ICA to inspect his 
books. att 
Mr. Reppan. This work that you were doing, was that within the 
general sphere of your responsibility in the Mission ? 
Mr. Mixer. As I understood my responsibility, yes, sir. And I 
a | could have—I should have had the right to inspect his books. 
- Mr. Harpy. Not only the right but the responsibility. 
ne Mr: Miter. I considered it my duty to do that, particularly since 
inn in the ramp contract which we had with him for some $189,000 there 
it were no specifications. He was simply to do more work. It was a 
negotiated contract. As I understood ICA’s contract regulations they 
a, | were supposed to make up that contract in such a way that an ac- 
countant or an attorney could review the negotiations and verify the 
figures adopted in the negotiated contract so that he could justify 
them; that he could see why they arrived at $189,000 and not at say 
nj | $115,000. In that case we already had a paper signed by Mr. Pea- 
body—this is concerning the ramp contract—in which he gave his ‘ 
justification for the total price of the ramp contract. It was an out- 
line of the expenses which he foresaw as justifying a total price of 
$189,000. 

The first entry on that sheet signed by him involved a multiplica- 
tion of 5 times 1,500, and the answer was 8,500. The next big error 
was a multiplication of 80 times 1,000, involving asphalt cement, and 
he came out with not 80,000 but 8,000. 

Then when I looked at the price on cement, plain cement, he wanted 
)  S24aton for it. That is just the freight charge from Bangkok. You 

couldn’t buy cement and ship it up there for $24 unless you used the 
r~ | mportplan and currency manipulation. 

But in all events the price was off, because cement at that time cost 
y, | pproximately $18.50 in Bangkok, and it cost $24 a ton to ship it to 
* { Vientiane. If he bought the cement in dollars and shipped it up 
there he would lose money on it. If he bought it through the import 
; Plan, buying his kip on the black marget at 120 to 1 and then paying 
», | fordollar exchange at 35 to 1, he would make money on it. So how- 
ff | ever it was considered, that price of $24 a ton for cement I took to be 

| an indication that they had not really studied the document. 
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Then the other errors on it were so apparent that I imao 
no one could be foolish enough to make those errors if th: 
ment were a serious paper. 

If it were simply a piece of evidence to put in the file 
possibly have been so careless as to make them. 

Mr. Reppan. Was a lump sum contract given to Universal, based 
those figures ? 

Mr. Mitier. Yes, sir, exactly the same figures. 

Mr. Harpy. That was a lump-sum contract. This wasn’t & Cost. 
plus contract ? 

_ Mr. Mittrr. That is my understanding. My present recollection 
is that it was a lump-sum contract entered into after bids had bee 
requested, received, and then thrown out. Mr. Duffy of the Piones 
Construction Co., who seemed to me to be at least as reliable as the 
Peabody group because he had performed one or two contracts Of some | 
importance to the staff of the American Embassy and military attagy | 

He built the military attaché’s quarters outside of Vientiane, Te 
had submitted a bid for $125,000 for this ramp work, and it had bey 
rejected, and they had taken 

Mr. Harpy (interposing). Who rejected it? 

Mr. Miter. As I am informed, it was Mr. McKay, of the TC 
Transportation Consultants group. 

Mr. Harpy. They had an engineering contract ? 

Mr. Minter. Yes, sir. Mr. McKay left the employment of T(] 
just after he negotiated that contract with Mr. Peabody, according 
to the information I was able to obtain, which seemed to me toh 
accurate. 

Mr. Harpy. That was subject to renegotiation, and if it was, it ws 
subject to review and approval by the Mission, was it not? 

Mr. Mitirr. Yes, sir. 

Mr. Harpy. Who in the Mission had responsibility for approval! 

Mr. Mitier. Mr. McNamara and the Mission Director. 

Mr. Reppan. Do you know where Mr. McKay went to work afte 
he left TCI? 

Mr. Mirxer. For Mr. Peabody. He was working for Mr. Peabody 
when I made the inspection. | 

Mr. Harpy. So after he made the award, shortly after he made thai 
award he went to work for Mr. Peabody. How long after? 

Mr. Miter. I think immediately, sir. 

Mr. Reppan. You wrote an end-use report ? 

Mr. Mutter. Yes, sir. 

Mr. Reppan. Did you encounter any difficulties with the Missin 
in the preparation of that report? 

Mr. Miter. First, perhaps it would be a good idea if I should sy 
that this—yes, this is an end-use report. We had two types of r 
port. Special, I think peculiar to our Mission—you didn’t have any 
other cash grant reports, did you 

Mr. Warp. No, sir. 

Mr. Mier. They, the cash grant reports constituted a second an | 
different type of report from the PA in that it covered cash grat | 
funds where the PA covered PA funds only. Washington didn' | 
know anything about our cash grant reports, and I think the reas | 
we made up that classification was that we would not have to send 
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them to Washington, because nowhere in the regulations of ICA did 
the Controller of a Mission have to send a cash grant report to Wash- 
ington; there was no such thing, 

a just had them to cover cash grant dollar purchases out there. 

Mr. Harpy. Who was that Controller? Mr. Harting? 

Mr. Muter. Yes, sir. 

Mr. Harpy. Is he still there, Mr. Grant? ; 

Mr. Grant. He is not there. He is still with ICA in the field, I am 
informed. d J, HS, 

Mr. Harpy. I am just wondering how long it will take us to get 
him in here. ; ova 

Mr. DeWuoer. Mr. Chairman, he is in town now. He is here on 
home leave. ' ’ 

Mr. Harpy. That’s nice. Let’s keep him over until next week 
sometime. , thy 

Mr. Reppan. Did you experience any difficulties in the preparation 
of your report or did you receive the full cooperation of the Mission ? 

Mr. Mutter. If I reread my resignation I would probably have a 
better memory of just what the exact series of incidents was. But 
it was approximately this: I was told to make up this report, an 
end-use report, on only the American equipment, not to mention 
fraud, not to mention anything else. 

Mr. Reppan. Who told you that, sir? . 

Mr, Muuer. Mr. Kotz and Mr. Harting. I might say that Mr. 
Kotz usually acted for Mr. Harting, particularly on matters that 
involved disagreeable situations. 

Mr. Harting may very well have been ill. In any event he seemed 
to be overtired. But I was told just to make up this report, and to 
make no others. I waited a day or two and tried again to get per- 
mission to write up the other aspects. At that session Mr. Kotz again 
insisted that I should not write up anything concerning the Lao 
contracts nor make any further investigation of any sort, and he 
said, “Besides, you are causing us very much too much trouble when 
you won’t carry out our orders.” 

I told him that I would take care of that myself, that I had re- 
signed, and he could give whatever orders he wanted to someone else. 

Only after I resigned did I get permission to write up any of these 
reports. This report I had worked on, as I say, approximately 12 
days, with a bit of overtime on Saturdays and Sundays. It took me 
2or3 weeks to get it typed. 

Mr. Reppan. Didn’t you have a secretary or typewriter available 
to you? 

r. Minter. Well, sir, during the course of this long hectic series 
of disputes I was told that I could not have an American secretary. 
Of course, without an American secretary I could not write a classi- 
fied report. Then I was told that my subordinates, who were one 
Thai and two Chinese, could not type my report for me. And they 
took my typewriter away from me. 

Mr. Reppan. They took your typewriter away from you? 

Mr. Mituer. Yes, sir. 

Mr. Reppan. Did they let you have a pencil or anything? 

Mr. Minter. Well, I kept that. 

Mr. Harpy. Who made the order with respect to your secretary ? 
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Mr. Mituer. Mr. Kotz. I believe that is the incident in Which || 
asked for a written order. Mr. Kotz then called in the entire sta? 
and said no one in his office would get a written order for anythin 
At any event that was the policy of that Controller’s office. : 


Mr. Harpy. How did you happen to lose your typewriter? 

Mr. Mitxer. It would really take me until the end of the year tj 
type it, but he simply took it into his office I suppose, and told me py 
to type it. 

Mr. Reppan. Did you write your report out in longhand ? 

Mr. Mitier. Yes, sir; I wrote all my reports in longhand. My 
sistants didn’t know English very well. 

Mr. Harpy. What happened? You wrote a rather lengthy repoy 
Do we have a copy of that report # 

Mr. Reppan. Yes, sir. He has it right in front of him. 

Mr. Harpy. I will suggest that we put that report in the record, 

(The final End-Use Report by Haynes M. Miller, September 6, 1957 
follows :) 

FINAL END-USE REPORT 
SEPTEMBER 6, 1957, 

Rating : Unsatisfactory. 

To: Mr. Carl B. Robbins, Director, and Mr. Harry L. Harting, Controller | 

From: H. M. Miller, End-Use Investigator. j 

Subject : Contracts issued under Program 39-35-005 (Reopening of the Road} | 
Luang Prabang) by both the Mission and the Royal Government of Laos, a | 
their execution, as of August 1, 1957. : 

Purpose: This is a report of a routine investigation made to determine » 
what degree the contract negotiations and the execution of the contrac 
provided for in this program comply with ICA regulations or relevant loc 
regulations, recognized and usually applied to Laos. 

Scope: The Program was reviewed to determine what the Mission planned to 4 
how it anticipated achieving its selected goals, and how it had executed is | 
plan before August 1, 1957. \ 

The contracts issued by the Mission and ICA/W were studied and compara | 
with the project plan, ICA regulations, and standard requirements for drattn | 
legal documents. 

The contract entered by the Lao Government to replace the principal contracte 
engaged by ICA/W was obtained and analyzed. 

Certain partial audits of payments made by the Mission for contract servica 
were made insofar as circumstances and restricting orders permitted. 

Mission, Colombo Plan, Lao, and contract personnel were interviewed ip 
sofar as circumstances and restricting orders permitted. 

A field examination of the work done under the contracts relating to this pr 
gram, its plan and supervision, as well as of the facilities, duties, competence, ani 
pay, of the contract personnel executing the work was made, insofar as circu: 
stances and restricting orders permitted. 
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I. PROGRAM PLAN 
ORIGINAL 


“It is the purpose of this project to assist the Ministry of Public Works in 
izing and training three road maintenance groups which will have as their 
ee sk the reopening and establishment of regular maintenance on the highly 
initial - road connecting Luang Prabang, Vientiane, and Xieng Khonang. 
OFS Gquipment, to be supplied by USOM, for one maintenance group com- 
is a portable quarry outfit 7 including compressors, wagon drills, jackham- 
. crushing and screening unit with capacity of 75 to 100 tons per hour), load- 
ae trucks, angledozer, motor graders, rollers, supporting motor transport, 
niet and maintenance equipment. ; 
«The three maintenance groups are to be supported by one excavation and 
erading group consisting of three motorized 7-cubie yard scrapers, two D 7 size 
tractors and one D-6 size tractor with dozer, and a sheepsfoot roller. 
The organization and initial operation of these groups was to be carried out 
with the advice and training assistance of an American contractor. The Vinnell 
Group was employed by ICA/W for that purpose. 


PROGRAM PLAN AS AMENDED (THIRD AMENDMENT, TWO NEW COTRACTS) 


Another contractor was employed by ICA/W to provide consultation and guid- 
ance for the USOM and the RLG on an overall highway program; the Rader 
group Was selected for this purpose. ’ 5 
~ The PPA states, in Block 5, “It will be essential that an engineering party 
precede the road maintenance groups.” The Rader Group was not employed 
by ICA/W for this purpose until June 12, 1957, 7 months after the advance party 
of the Vinnell Group had arrived in Laos. 

A third contractor was to be employed by USOM/Laos for the repair and 
maintenance of the highway network in the Vientiane area during and immedi- 
ately after the rains. 

PIO/P 60046 was planned and later issued to cover the expenses for partici- 
pants who made a third country tour and observation of the highway system 
and maintenance of the Philippines ($4,670). 


CONTRACTS EXECUTED 


Under PIO/C 60183, issued on 1/6/57 for $24,900 (which was not a planned 
or projected cost of the program as planned), a contract with the Universal 
Construction Company, Ltd., of Bangkok, Thailand, was entered by which the 
contractor undertook to receive, catalog, assemble, and service the commodities 
purchased under PIO/C 60031 for $1,516,560. According to the records of the 
Controller's Accounting Office, $24,804.50 was paid for services certified by the 
Public Works and Industry Division to have been rendered under that contract 
between 10/10/56 and 1/10/57 and charged to PIO/C 60183. $24,862.50 was 
also paid for services purportedly rendered under that contract between 1/10/57 
and 4/5/57 ; however, that amount was charged to PIO/T 60110 which had been 
issued-for another contract with the same contractor for $25,000 and later 
amended to provide $50,000 of the $75,000 programmed for road maintenance in 
Vientiane and other work. 

The Accounting Office’s records show that $24,989.17 has been spent to date 
under PIO/T 60110, purportedly for road maintenance. There is no evidence 
that the road “maintenance or other work” was actually done. The PPA fore- 
saw the urgent need for the repair of the road from Pakah Dinh to Vientiane 
and presumably the bulk of the $15,000 allotment planned for Road Mainte- 
nance in Vientiane Province was for the repair of that road. The work ac- 
tually performed on that road has been executed by MM. Gosserez and Palevin 


under separate contracts made with and paid for by the Public Works Subdi- 
vision of Vientiane. 
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Ill. SUMMARY OF RESULTS ACHIEVED BEForE August 1, 1957 
1. ANALYSIS OF CONTRACTS AND WORK DONE UNDER THEM 


(a) Raymond Company 

Contract was entered between Raymond Construction Corporation and the 
United States Operations Mission to Laos ; dated the 18th of May 1956, signed 
by the Controller on the 6th of June 1956 (sic). The other signatures to the 
contract are not dated. ; L ; 

The contract was entered to provide the US¢ M With four construction tech- 
nicians and a project engineer. The qualifications of the technicians are not 
otherwise specified than by the sentence: “These technicians will be qualified 
to supervise and operate equipment necessary to accomplish road repairs in 
accordance with recommendations of the attached report.” 

Contract payment under this contract was calculated as follows: 





pS —- ; manag 
Item | Item Dollar 
No, cost 
1 | 4construction technicians, 30 days (63 hours per week) - - - $4, 789. 20 
2 2 men above, travel and per diem, Ray-Con-7-Bangkok and return 302. 20 
3 | Project engineer, 4-day round trip Bangkok-\ ientiane 250. 00 
4| Travel Bangkok-Vientiane and return (by USOM plane) : Nil 
5 | Per diem in Laos (room, board, laundry, and medical furnished by USOM/Laos), 
| estimated __--- ; , : 720. 00 
6 | On-job transportation (furnished by USOM/Laos) Nil 
7| Contractors expenditures for original report, expediting and additional insurance 
coverage 647. 60 
§ | Contractors overhead (30 percent) -- ; 1. 797.00 
9 | Contractors fee | Nil 
Grand total, U.S. dollars. -. “> ~ ’ : 8. 507.00 


Note that there seems to be a duplication in travel and per diem allowances 
in items 2, 4 and 5; that the contractor’s overhead allowance is 30 percent; 
and that no fee or profit is otherwise provided for. The ICA contract nego- 
tiation regulation (Mutual Security Agency Manual, Chapter 3, Order No. 375.1) 
is not immediately applicable to contracts under which a dollar sum of less than 
$10,000 is obligated, but reasonable contracting procedures must be followed pro- 
viding safeguards tantamount to those set out in the regulations. The apparent 
overlapping of per diem, the size of overhead allowed (not obviously justified 
for a service contract in which the contractor is not responsible for the accom- 
plishment of any work; and evidently contrary to the Manual Order which 
restricts overhead payments to a percentage of the direct salary cost), and the 
fact that no profit is provided for in the contract, lead one to doubt the adequacy 
of the contracting procedures actually followed. 


PAYMENT AND EXECUTION 


Records in the Controller’s Office are meager. They do not reveal exactly 
what was done under the contract. 

Bu Vou 10 and Do Vou 40 vouchers provided for the payment of $448 to Mr. 
Carter de Paul for 28 days subsistence from May 21 to June 18 for the four 
persons employed under the Raymond contract. There is no record indicating 
whether or not the persons remained in Laos more than 28 days, when they 
arrived, or whether or not they worked 30 days on the road from Thadeua to 
Vientiane as required by the contract. 

$TA Vou 49 and Do Vou 144 vouchers cover the payment of $7,787 using the 
full amount allotted for all the items of expense set out in the contract schedule 
above except item No. 5 — per diem in Laos. No supporting documents or other 
justification for that payment has been found other than the contractor’s 
invoice. 

Those expenses totaling $8,235 were charged to PIO/T 39-31-005-3-60030 
which provided $330,000 for the employment of the Vinnell Contract Group. 
The charge of the Raymond contract cost to that PIO/T is justified by an 
express Order of ICA/W (ICATO 824, June 12, 1956); however, ICA/W obli- 
gated the full $330,000 programmed to employ the Vinnell Corporation on April 
4, 1957; long after the $8,235 had been paid to the Raymond Construction 
Corporation by order of ICA/W. 

41067—59——_-21 
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The report attached to the Raymond contract indicates that it w 
sion’s original plan to make certain emergency repairs before the 
of 1956, and during 1957, to completely re-do the road from 
Thadeua. The work planned for 1957 has not yet been under 


as the Mis. 
TAINY season 
Vientiane to 


BU taken and that 
road is now dangerously narrowed by large chuck holes and bre: 


; aks in the gj 
of the road which make normal traffic circulation perilous. It is now eon 
s- 


sible to overtake and pass a truck moving merchandise over that road. 0 
inspection no section of that road appeared to be less dangerous, or less 7 
rowed by chuck holes or more easily passable, than any other. Pte. 
(b) Universal Contract L-9 for Road Maintenance within Vientiane Proving 

On October 4, 1956, the Mission entered an agreement with the Universg} 
Construction Company Ltd. of Bangkok for : 

“Scope of Work.—The Contractor will provide any services which can be 
rendered by the personnel provided in this contract. He shall work in COn- 
junction with and provide any possible training for the Lao Ministry of Public 
Works. He shall not be responsible for the completion of any work. [It ta te 
be clearly understood that the purpose of this contract is to provide Services 
within the capabilities of the personnel called for by this contract. The diree. 
tion of all work to be accomplished under this contract shall be by the Public 
Works and Industry Division, USOM/Laos. 

“Personnel.—The Contractor shall provide : 

1 Project Engineer 

1 Road Superintendent 
4 Equipment Technicians 
1 Interpreter” 

The maximum obligation provided for in the contract was originally $25.0, 
By a letter of amendment this amount was increased to $50,000 in accordance 
with a PIO/T amendment dated March 3, 1957. 


Payments made under contract—PIO/T 39-31-005-3-00110 


ee, 





| Warsheret| Rate per day Working Dollars 
persons | days paid 
easing are enrages saeeg f eeteesntenecee _ - nme 
nes GU oie a eit wden P eeiukinceetebacce 60 $3, 600.0 
Road superintendent. ie Jeleih DUO si vecwdi cs cewe cane 72 3, 600.0 
Equi 2 schnici 3-72 
Equipment technician. ..................-- 4 | a EE i oe, bts a } 5,740.00 
NG 6 35. te ee 1 | $10_- - bial 31 | 310.00 
Overhead. - bts ivelenateshinndectvesadssaeiend | 25 percent of above. --.|--.........- | 3,312.50 
Allowance. - --. a aa co a ae .| $10 per person : biaekee 4, 510.0 
ere a case etd pe Ae eres Tan 2 San cdouwat Lene Der GeOMbe ...cclouscomacacnn | 2, 166.67 
po SRE EE ae a ae bic aokslee nok $1,750 for the entire |__.........- | 1, 750,00 
contract. | 
ES ie te oa dont akong bude was eeaenalaeeratene’ 24, 989. 17 


As has been stated above, this investigator has not been able to ascertain 
what work, if any, was actually done under this contract. Perhaps the street 
in front of the American Embassy was repaired under this contract; in any 
event the following charges were imputed to this contract and paid under the 
amendment to it. These charges are obviously incurred for other services asa 
comparison of the contract personnel itemized in the two bills amply indicate. 


PIO/T 39-31-005-38-60110, Amendment No. 1 


| 
Number of} Rate per | Working | Dollars 
persons | day | lays paid 
| 
Property manager _-. 1 $10 85 | $850.0 
Maintenance foreman 1 19 &5 850. 
Mechanics F 10 85 4, 250. 0 
Mechanic helpers-- 5 2 85 50. 
Fecurity guards - 2 2 85 | 340. 00 
Facilities___ 150 85 12, 70.0 
Overhead (1) | 4,972.9 
ee i a 24, 862. 0 
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3 ANALYSIS OF CONTRACT FOR ROAD MAINTENANCE 

Q 

0 The contract provided neither for a bond nor penalties, There are no specifi- 

t tions of the work to be done and there is no provision for directions to be 

e rer the contractor except those quoted above. No working papers could be 
gi 


+ | located which support or justify the financial provisions of the contract as re- 
a quired by the Mutual Security Agency Manual Order referred to above; e.g. 
, « iaries to be paid, fee, or overhead experience. iy } 

” The investigator was prevented by Mission order from enquiring into the 
% qualifications and salaries paid the people employed under this contract, to 

xxamine the work done under this contract, if any, or to examine the con- 
ll = tor’s overhead experience which might justify the provision for overhead in 
the contract. He, therefore, has no further comment to make on those matters. 


Re 

(e) Universal Contract (under PIO/C 60183) for the Inspection, Transportation 

. and Servicing of the Road Equipment Purchased under PIO/C 6-0031 

0 Totaling $1,516,560 

n The Contractor undertook to: 

P “4, In Bangkok : 

7 “(qa) Assist and expedite reception, transportation, and offloading at 
Nongkhai of equipment, purchased under Project 39-31-005-560031. 

“(b) The contractor will provide support and supervision services through 
his Bangkok office and staff for the operation to be undertaken in Thailand 
and Laos. 

“2, In Laos: 
“(a) Contractor will undertake receipt of equipment totaling approxi- 
, mately $1,600,000 value at Thadeua port of entry to Laos and deliver same 


to his facilities in or near Vientiane. He will make a technical survey of 
the equipment to determine its condition upon receipt, missing parts, nature 
of repairs required, if any. He will catalog and number all equipment and 
spare parts and set up necessary nomenclature designations in order to 
assist the RLG to familiarize themselves with American equipment. The 
: Contractor will set up adequate records of receipt and disposition of prop- 
erty and maintain same until property is turned over to the Government.” 
The contract does not contain a provision for a bond or for penalties in the 
©  eyent the contract is not performed or is improperly performed. 
a The contract was issued under PIO/C 60183 for $25,000; $24,667 in excess of 
\” | that amount were spent under this contract and charged to PIO/T 60110: shown 
0 | inthe first itemized schedule above. 
0 The project agreement required that this contract be let by bid and adminis- 
.@ | tered by the Mission. There is no evidence that this contract was. let by bid 
\® | por is there any evidence that the financial clauses of the contract were formu- 
__ lated in accordance with ICA Manual cited above which govern negotiated con- 
1” | tracts, nor is there any evidence that the Mission attempted to see that the work 
— | provided for was done. 
WORK DONE UNDER THE CONTRACT 
iin 
ot | The investigator has been refused access to the files of the Public Works and 
ny | Industry Division and has not been able to determine what supervision the 
the | Mission provided in order to assure the proper execution of this contract. How- 
ga | ever, as reported in End-Use Report No. 12, field investigation and statements 
te, | made by the contractor's personnel indicate: 
1, That members of the Vinnell Group transferred most of the equipment 
from Thadeua to Vientiane, except for the rubber-tired rolling stock : 
et 2. That most of the equipment was neither assembled nor properly serv- 
iced by the contractor ; 
| 3. That the contractor did not make out a catalog, receiving and inspec. 
ak tion reports, nor any other project management records required by the 
contract, for any of the equipment: and 
4. That the contractor’s facilities for the storage and maintenance of 
equipment were known to be inadequate to all Mission personnel concerned. 
Proper performance of the contract was nonetheless certified by the Public 
Works and Industry Division and payment was made to the contractor of 
| $49,667, paid under PIO/C 60183 and PIO/T 60110. 
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(d) Vinnell Contract for Three Maintenance Groups to Work 


along th 
Prabang Road 9 Me Luang | 


On April 4, 1957, well after the contract group was supposed to have 
in Laos, a contract was entered between ICA/W and the Vinnell Company Ine 
obligating a minimum of $330,000 (which was then not available since the 
Raymond Corporation had already been paid over $8,000 out of the total avail 
able appropriated for this contract group by order of ICA/W). 7 

Under the PPA and the ProAg the contractor was to provide a Project leade 
a project engineer and three road maintenance teams. Bach team Was to » 
composed of a superintendent, one general foreman, and one master mechanj 
(a total of eleven Americans). ICA/W employed thirteen Americans. : 

The contract was entered by ICA/W and it appears to conform, more o 


arrived 


T lew 
to ICA Manual Orders. It is not now contemplated that this contract wile 
executed due to the fact that the Universal Construction Company, Lta, 

yr » OL 


Bangkok, has been employed by the Laotian Government to work on the 1, 
Prabang road with all of the equipment originally intended to be placed 
disposition of the Vinnell Group. 
has been made. 


wang 


. : at th 
Hence no detailed analysis of that contract 


WORK DONE BY THE VINNELL GROUP PERSONNEL 


Three men, Messrs, Burnett, Curtis and Lee, appear to have arrived {p 
Vientiane on 12/13/56 and were immediately assigned by the Publie Works and 
Industry Division to expedite the transport of the heavy equipment being re. 
ceived under PIO/C 60031 from Bangkok to Nongkhai and Thadeua to Vientiane 
Mr. Lee, Chief of the advance party, appears to have made out a list of ma- 
teriel taken from Thadeua to the USOM Compound or to the Universal Con- 
struction Company yard by him and his men. This materiel includes motor 
shovels, generators, wagon drills, conveyors, rock crushers, ete. It therefore 
appears that these men did at least a part of the work which Universal (op. 
struction Company had been employed and paid and did that work op the 
order of the Public Works and Industry Division, but no appropriate accounting 
entries were made to show partial performance by Vinnell or Universal contract, 

Messrs. Dekle and Brice arrived in Vientiane on 6/8/57 and were assigned 
to check all road equipment in Laos. Mr. Huffman appears to have arrived 


on 6/9/57 and has been employed in compiling technical inspection sets prepared | 


by Messrs. Dekle and Brice. 

Mr. Hust appears to have arrived on June 23, 1957, and was immediately 
discharged for ‘medical reasons” and returned to the United States at the cost 
of ICA. 

Messrs. Jones, Andrews, and Blevens appear to have arrived between 6/9/51 
and 6/12/57. What they may be doing is not known. 

PRESENT 


ASSIGNMENT OF VINNELL GROUP PERSONNEL 


Mr. Jones, the project leader, states that since his original contract has been 
abandoned and his men are now doing equipment maintenance work or ar 
driving equipment and he is an engineer not qualified to do either, he can find | 
nothing useful to do. 

Most members of the Vinnell Group (Messrs. Lee, Curtis, Brice, Dekle and 
Huffman) appear to be assigned to assemble, or inspect, and evaluate present 
condition of road equipment presently in Laos, whether it be provided by Colombo 
Plan, French Mission or ICA. 

Messrs. Burnett and Blevens are assigned to run a dragline and place the ee 
ments of the barges procured under another ICA project. The assembly ani 
launching of the barges is the entire responsibility of another contractor (The 
Hong Kong Transportation Company) being paid under program 39-85-00 
So far as can be determined no accounting adjustments have been made ti 
reduce the payments due the other contractor in proportion with the value of 
the work done for him by members of the Vinnell Group. 


UNIVERSAL CONTRACT WITH RLG FOR THE LUANG PRABANG ROAD 
On the 25th of January 1957 (a month and a half after the reported arrival | 
of the first three members of the Vinnell Group) the RLG entered a contract | 


with the Universal Construction Company, Ltd., of Bangkok. On the 26th 0} 
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vary, what is called a Convention of Application, which is in fact a sub- 
Jan te for specifications not given in the contract, was signed by the parties. 
reat dated the 5th of February, from the Minister of Finance to the Minister 

f Public Works, states that American aid cash grant dollars will be used to 
: for the services of Universal under its road contract. 

To ae 91st of March 1957, a letter from His Excellency the Governor of the 
pank, written to the Director of Public Works and His Excellency the Minister 

? Public Works, recites the terms under which the Universal contract would 
7 paid in dollars under the contract which specified payment in kip. 

On the 16th of June 1957 was entered a first extension of the original contract 
py the Lao Government and the [ niversal Construction Company two months 
after the formal contract between the Vinnell Group and ICA/W was signed 
for the same work. : . pe alte i ; 

Each of the documents outlined above is attached in its full, certified, French 
edition as an annex. A Summary of their contents is given below as translated 
py this investigator. 

" ORIGINAL CONTRACT 


By Article 1 it is agreed that the Universal Construction Company, Ltd., of 
Bangkok, would furnish the technical personnel necessary to rework (amenager) 
Road No. 13 to the north of Vientiane, to Luang Prabang, Xieng Khouang, Plain 
des Jarres, and Phoukphoune. | niversal technical personnel was to work under 
the orders of the Public Works Ministry and at the same time teach Lao per- 
sonnel provided and paid by the Public Works Ministry. 

sy Article 2 is “described” the work to be done. There are no specifications 
other than those quoted in their entirety here, in translation as: “The work 
comprehends ditching and shaping of the road platform [substructure] arranging 
the road as will be indicated by directives to be given by the Minister of Public 
Works.” 

By Article 3 it was agreed that the Minister of Public Works will place all 
unskilled workers, materials, heavy equipment, and transport equipment neces- 
sary for the execution of this contract (no other specification is given) at the 
disposition of the contractor at no cost to him. 

By Article 4 it is ayreed that expenses incurred under the 4-month contract 
are evaluated at 10 million kip payable in kip at the end of each month in 
quarterly installments. 

By Article 5 it was agreed that during a period fixed at 4 months the con- 
tractor will charge the necessary personnel (not defined) with the execution of 
the contract work. 

By Article 6 it was agreed that the contract will not be definitive until after 
itis approved and notification of the approval is given the contractor. 

By Articles 7 and 8 it was agreed that no stamp taxes will be paid on the 
contract and that any difficulties that may arise under the contract will be 
settled administratively. 

The contract appears to have been signed by Mr. G. A. Peabody of the Universal 
Construction Company, Ltd. of Bangkok on the 25th of January. The Minister 
of Public Works Tiao Souk appears to have signed the same day. It was “Seen 
and approved by the Prime Minister” and signed by him, Tiao Souvanna Phouma, 
on the 25th day of January 1957. 


SPECIFICATIONS ADDED 


A Convention of Application (specifications) of this agreement dated and 
apparently signed by Mr. Peabody and Tiao Souk on the 26th of January. The 
nature of the work to be done under the contract was somewhat more precisely 
indicated : 

“The contractor engages himself to put at the disposition of the Public Works 
Department personnel necessary to condition the road work contracted for. 
The number of his personnel will vary with the importance of the work and 
should count, at a minimum, the personnel indicated hereafter : 

1 engineer, Chief of Project 
1 construction engineer 
2 road construction superintendents 
4 road construction foremen 
32 equipment technicians 
4 mechanics 
2 interpreters 
1 accountant” 
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' 


LETTER FROM THE MINISTER OF FINANCE | 
i 

sy letter dated the 5th of February and apparently signed by the 
of Economy, Finance and of the Plan (S. E. Leuam), the Ministe 
Works was informed that the Department of Finance would provide 
necessary for the transfer of the Universal Company's earnings 
tract with American aid cash grant dollars. 


Minister 
T Of Public 
the Facilities 
under the COn. 


LETTER OF TRANSFER 


By letter dated the 21st of March 1957 (countersigned and sealed by the Diree 
tor of Public Works, the Minister of Public Works, Tiao Souk, and the Prim, 
Minister of the Royal Lao Government) Mr. Peabody is informed by the ¢ : 
ernor of the National Bank of Laos that “Comformably to the accords accepte) 
by our government and the enterprise, of the 2,500,000 kip payable for the fry 
month’s work 500,000 kip must be paid to the enterprise and $57,142.85 yg i 
be transferred by the said enterprise [Universal Construction Company Ltd. the 
transfer is, of course, made at the legal rate of 35 kip to the dollar]. i 


’ 
Oy. 


THE FIRST EXTENSION 


On June 16, 1957, by an avenant, the original contract is extended for period 
of 7 months and an additional sum of 17,500,000 kip, payable in kip, was agreal 
upon as the contract price. The extension of the original contract had beg 
agreed to after the Vinnell Company had been formally employed by final ¢egp. 
tract with ICA/W, dated April 4. (The Vinnell Company had been employe 
since December, apparently under letters of commitment ; the cause for the delay 
in signing the formal contract is not known.) The extension was signed on the 
28th of May by the Minister of Public Works and Mr. Peabody. It was seep, ap 
proved, and signed by the Finance Minister and the Prime Minister on the 304) 
of May. 

EVALUATION OF THE CONTRACT 


The contract was negotiated privately by the Minister of Public Works, th 
Prime Minister, and Mr. Peabody, and was, according to the present Minister of 
Public Works, Phoui Sananikone, heartily and insistently recommended to the 
Royal Government of Laos by Mr. McNamara, Chief of the Mission’s Public 
Works and Industry Division. 

On January 5, 1957, an official letter was sent to the Minister of Public Works 
by Mr. Oukeo Souvannavong, Commissioner General of the Plan, in which he 
set out a long list of objections to the contract : 

That the contract prices was exorbitant. 

That there were no specifications. 

That it would not be possible to supervise the work. 

That the government has no assurance that qualified technicians will 
be provided. 

5. The contractor is not responsible for anything. 

6. That ICA/W is planning to employ by agreement with the Lao Gov- 
ernment another contract group to do this work and that contract is in 
negotiation. 

(The above statement is the investigator’s best recollection of the letter shown 
him by Mr. Oukeo. The investigator expects to acquire an original or certified 
copy of that letter, signed and sealed.) 

At the investigator’s request the contract was evaluated by M. Sohier, a 
engineer employed by the Hiffel Company (builders of the Eiffel Tower estab- 
lished in Indochina for decades) to build the French aid road from Takhek 
to Pakah Dinh. His analysis (which is in the work paper files of the End-Us 
office) was made on the following terms: 


Ne 


ww 


Na 


1. State the maximum justifiable cost for European personnel, highly quali | 


fied and thoroughly experienced in road work of (1) four engineers, (2) two 
toad superintendents, (3) five mechanics, and (4) 32 “equipment technicians” 
2. That personnel is to be employed in road construction work for a perio 
of 11 months. 
3. The group will be supplied all equipment, gasoline, transport vehicles 
and construction materiel, necessary to do whatever work they might be te 
quired to do on the Luang Prabang road. 
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M. Svhier calculated the maximum allowance for salaries, indemnity over- 
seas work, per diem ( -alculated at 100 percent of the base salary of all per- 
sonnel) of what he judged to be an ‘ impeccable group” and stated that the cost 
should not exceed 132 million francs; including a 25 percent net profit allow- 
ance taken on all costs borne by the entrepreneur. 

jhe contract outlined above appears to provide for the payment of the 

nivalent of $687,000, or approximately 286 million francs at the present 
official rate. M. Sohier stated that he considers the contract at 286 million 
frances to be “in gold,’ since at 132 million he would expect his company to 
earn a clear profit of 33 million, and that he could not lose at the figure he 
quoted even though he employed the best qualified men available. 

Mr. C. J. Duffy, on August 29, 1956, estimated and offered to provide forty 
technicians: ; 

2 American engineers 

8 Filipinoes 

4 Siamese 

91 Okinawans 

10 Lao 
qualified to “complete assembly and servicing, conduct a training program in 
operation and maintenance for Lao operators, consisting of on-the-job training 
and classroom instruction” at a monthly cost of $13,625 which includes an 
overhead and profit allowance of 25 percent of the direct salary cost, and the 
cost of food and quarters. 

The Mission has not permitted this investigator to determine the number, 
salary, terms of employment, or qualifications of the Okinawan, American and 
other personnel employed by the Universal Construction Company to execute 
this contract. 

ORIGIN OF THE CONTRACT 


To Mr. Duffy’s offer Mr. McNamara replied on August 30, “There has been 
no change in the handling of the contract for the type of services offered by 
your firm since our last conversation here. This contract is being let in Wash- 
ington, D.C. and, as I previously advised you, any offer of services must be 
presented there.” Mr. Duffy states that Mr. McNamara misinformed him in 
December and January of 1956 and 1957 by stating that there was still no 
change in the plan for using the equipment on the Luang Prabang road. Mr. 
Duffy quotes the Minister of Public Works Tiao Souk as having said that Mr. 
McNamara told Tiao Souk when the latter asked “If there wasn’t another 
American contractor who could study the Luang Prabang road project, That 
the other American contractor, Mr. Duffy, worked for Mr. Peabody and that 
he then urged Tiao Souk to enter the contract with Mr. Peabody * * *. 

Phoui Sananikone, present Minister of Foreign Affairs and Public Works, 
told this investigator (at an interview requested by the Minister on the 26th 
of August 1957, reported elsewhere) that he had been informed and was him- 
self aware of the fact that Mr. Peabody was presented to the Lao Govern- 
ment and heartily recommended by Mr. McNamara. 

During the last few days of July 1957, Mr. McNamara repeatedly denied to 
this investigator having any knowledge of this contract. 


FORMAL ELEMENTS OF THE CONTRACT AND EVALUATION OF CONTRACT PRICE 


The contract was not made in conformity with French or Lao law as it is 
presented in either of the two Cahiers des Charges (Encyclopedia of minimum 
specifications and contractual requirements) ; one edited by the French Ministry 
of Overseas France, the other by the Resident General of Indochina. Both, 
according to M. Goni, Chief Accountant for Public Works, and M. Boulumh, 
Director of the Ministry of Urbanism, normally apply to all contracts in Laos. 
Both of these persons had already remarked before this investigator brought it 
to their attention that this contract with the Universal Construction Company 
was quite noteworthy for the lack of specifications and by virtue of the fact 
that no Cahier des Charges was referred to, and hence, perhaps none is appli- 
cable; in which case there is no law to govern these contracts now by which to 
resolve any difficulty of interpretation that may arise. 

Assuming that the letter from the Governor of the National Bank of Laos, 
summarized above, reflects accurately all subsequent payments made to the 
Universal Company or to be made to that company under this contract, then 
the contractor receives for the services of 47 men more than $1,300 per capita, 











314 


UNITED STATES AID OPERATIONS IN LAOS 


per month. No document, nor any other evidence of the method by w 
sum to be paid to Universal was arrived at, has been found. \ 
the parties to the contract presumably foresaw and understood that the U 
Construction Company’s mechanics and technicians would be Okinaw 
they presumed, would have been adequately trained in the use of 
supplied by the United States Corps of Engineers and various private 
operating on that Island. 
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Hi wever, all ¢ 
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. CONtractore 
However, we are informed that competent o — 


: : : ; ers 

who have had considerable experience in construction work can be hires aie 
monthly salary of $150 per month exclusive of their living and transportaticn 
costs. Mr. Duffy of the Pioneer Construction Company has g - 


oe ; : Kiven this invest. 
gator the complete, certified, personal history of nine Okinawans he conter 
plated employing, together with their photographs. Eight of them could he 
hired for $150 and one for $175 exclusive of transportation and cost of living. 
QUALITY OF PERSONNEL AND OF 


WORK DONE 


M. Sohier, in estimating the cost ot the Eiffel Company of this contract allowed 
net take home salaries of European personnel of the equivalent of $250 for each 
of the 82 equipment technicians. Although that estimate provides a salary at 
least two times that which Mr. Duffy, and presumably the Universal Construction 
Company, would allow Okinawan personnel, M. Sohier’s total estimated contract 
price is not half that allowed the Universal Construction Company, and that even 
though M. Sohier added 25 percent of all costs as a net company profit in Making 
his estimate. 

For a smaller team of forty men comparable in make-up to that of Uniy 
in that Okinawan operative personnel and American engineers constitute its 
majority, Mr. Duffy submitted a contract estimate of $13,625 per month. Uni- 
versal Construction Company is paid $57,142.85 in dollars, as well as 500,000 kip 
per month for 47 men. 

The End-Use Report No. 12 would indicate that the personnel who have been 
used in Laos to drive the equipment supplied under the Public Roads program 
($1,700,000 worth) have grossly abused that equipment. It also shows that, in the 
opinion of technicians employed by ICA/W and presumed competent, the Oki. 
nawan staff being used by the Universal Construction Company is made up of 
persons who have not themselves received sufficient training in the use of heayy 
equipment and would, presumably, be totally unqualified to execute that portion 
of the contract which requires training of Laotians. 

In the opinion of Messrs. Dekle and Brice of the Vinnell Contract Group, Tiao 
Sere, who, we are informed, is a French graduate engineer, and M. Kountha, 
Chief of the Subdivision of Public Works of Vientiane Province, the portions 
of the Luang Prabang road that have been reworked by the Universal Construe- 
tion Company on the road to Luang Prabang will all have to be ripped up and 
redone for repair one or more faults. For instance, the road is not properly 
compacted and although standard engineering rules would require that the 
crown of a road 18 feet wide be no higher than 6 inches, this road at several 
points has a crown running up to 18 inches at points where it is not 18 feet 
wide and where there is no edge compaction at all. 


ersal, 


INSPECTION OF COLOMBO MATERIEL 


M. Soudure, Inspector of all the heavy equipment financed by the Colombo 
Plan and presented to Burma, Laos, Cambodia, Vietnam and other Southeast 
Asia countries, inspected the equipment given Laos in May of this year. M. 
Soudure concluded, after a field investigation that took him to Luang Prabang, 
Pakse, and Savannakhet as well as along the road to Luang Prabang where the 
Universal Construction Company personnel are working, that the Universal Con- 
struction Company personnel are totally unqualified to properly maintain or 
use the materiel presented by the Colombo Plan (Le Tourneau tractors, tourna 
pulls, scrapers, etc.). He issued an order to the Ministry of Public Works and 
to M. Sere, Director of Heavy Equipment, requiring them to retrieve immediately 
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‘iombo Plan materiel in the hands of the Universal Construction Company 
all Col son it in the park of the Vientiane Subdivision of Public Works. He 
and om that that equipment be used by Public Works personnel after proper 
ide’ verhaul. 
servicing and oy evvond Secretary of the Australian Legation to Vietnam (Mr. 

m “Wotter) came to Vientiane to determine if the Lao had obeyed M. 
D. 7 e's order. He requested this investigator to give him whatever infor- 
Se » investigator might have gathered on Colombo Plan materiel. 

Sane an appeared that M. Soudure’s order had not been obeyed. Our field in- 
o ire along the road to Luang Prabang indicated that almost all of the 

Plan equipment is inoperable and is either still under the control of, 

ar, the work sites, of the Universal Construction Company. 


spect 
Colombo 
at. or ne 


ACCUSATIONS 


Among the top subordinates of the Ministeries of Public Works, Urbanism, 
Finance, and Plan, it has long been the consistently held conviction that the 
Universal Construction Company's contract was arranged by eight persons in 
their private interests. Confidential statements made to this investigator allege 
that Mr. Peabody of Universal Construction Company Ltd. of Bangkok, with the 
aid of Mr. McNamara of the Public W orks and Industry Division, and two senior 
Lao officials, arranged the contract with payoffs for everyone concerned. It is 
alleged that the two officials were paid by Mr. Peabody $20,000 and $60,000 re- 
spectively for this contract. The contract price is high enough to permit such 
payoffs. z z : : . . 

Some circumstances of which the investigator is aware tend to corroborate, in 
some degree, these accusat ions. 

1. Mr. McKay, of TCI, is reliably reported to have preferred the higher bidder 
Mr. Peabody, to Mr. Duffy (another American contractor operating in Laos under 
the name of the Pioneer Construction Company). They established a maximum 
contract price of $190,000 for the ramp contract at Thadeua. The Universal 
Company’s bid of $188,775 appears to be the result of an estimate of cost which 
contained many glaring arithmetical errors but which was nonetheless signed 
by Mr. Peabody and addressed to the attention of Mr. McNamara. It appears 
from the Mission’s records that the Universal Company’s figure of $188,775, 
based on obviously erroneous calculations, was accepted by Messrs. McNamara 
and Carter de Paul in preference to Mr. Duffy’s bid. 

Mr. McKay is said to have assisted in analyzing and refusing Mr. Duffy’s bid 
and in obtaining the contract for the Universal Company, just before he ac- 
cepted employment with the Universal Company. 

2. The contract let by USOM for construction of the ramp at Thadeua (this 
contract is analyzed in a special report to the Director by this investigator) is 
reportedly being performed under the direction of an engineer from General 
Murrow’s office. Mr. McKay was employed by General Murrow at the time he 
made the highway survey in Vientiane for the Mission but was immediately there- 
after employed by Mr. Peabody and now appears to be in charge, in Mr. Peabody’s 
absence, of all work being done by the Universal Construction Company, includ- 
ing the ramp. 

3. Mr. Peabody is now reliably reported to be in possession of the preliminary 
plans for the Vientiane airport which he received from Tiao Souk and took 
to Washington. He appears to be the only contractor to have received a set of 
the preliminary plans for that construction of the airport. 

4. It is reliably reported that the objections of the Minister of Finance and 
the Commission General of the Plan to the original contract were overruled 
by Tiao Souvanna Phouma, himself an engineer, who was at that time negotiat- 
ing between the Government of Laos and the Eiffel Company for the construction 
of the road to Takhek and Pakah Dinh, and should, therefore, have been fully 
aware of the exorbitant price of the contract and the significance of the total 
absence of the usual contractual protection required by the Laotian Government: 
all of which was officially brought to the Prime Minister’s attention by the 
Minister of Finance, S. BE. Leuam, and Commissioner of the Plan, M. Oukeo. 
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5. Mr. Peabody is accused of certain misappropriations of funds. 
can Embassy in Vientiane should have an opinion of the validity of 
tion since the alleged fault was committed in the course of the 
the Embassy compound. (Mr. Charles Higdon, formerly Administr 
at the Embassy, is reported to be aware of these matters. ) 

It was reported by Mr. Duffy, who was then in the employ of Mr. Peabody 
that Mr. Peabody’s first company, the Universal Construction Company wa 
bankrupt and that Mr. Peabody is personally being sued for misappropriatig 
of funds which was a principal cause of the bankruptcy by the prime me 
tractor for which the Universal Construction Company was a Subcontract, 
Mr. Duffy further states that he was continued as supervisor of the Embassy 
compound construction after the Universal Construction Company went bankrap, 

Mr. Duffy is known to this investigator to have received other contracts fron 
the Embassy, the Military Attaché, and the Mission. His statements migh; 
therefore be considered worthy of attention. 

The Universal Construction Company Ltd. of Bangkok, a new company op. 
ganized by Mr. Peabody and, reportedly, by Mr. Willis Bird, has for a long time 
enjoyed the special favor of the Mission. That fact is made apparent py Eni. 
Use Report No. 18, a special memorandum to the Director of the Mission as 
well as a memorandum on the construction of the fourteen houses (our 4 
contract). The last of those reports went no further than the Controller's 
office after it was typed for general distribution within the Mission, That 
report should, nonetheless, be available for examination. 

6. In the 1957 project for continuing work on the road to Luang Prabang Mr 
Peabody’s Universal Construction Company, Ltd., of Bangkok was named as the 
company that should be given a $750,000 contract for bridge construction, 4; 
the time that project was drawn up it should have been apparent that Mr 
Peabody and his company were not performing well their other contracts fy 
road construction and maintenance of materiel. 

7. As reported herein, Mr. Peabody received approximately $50,000 for wor 
which Mr. McNamara, Chief of the Public Works and Industry Division, certifig 
to have been performed in accordance with the contract and paid for unde 
PIO/T 60110 and PIO/C 60138 (see page 3 above). The Universal Constructiog 
Company did not do that work and was never in a position to do that work as 
is shown in detail by End-Use Report No. 12. Those facts should have bee 
known to Mr. de Paul, Mr. McNamara, and to all other Mission personnel inter. 
ested in contract procurement, since members of the Vinnell Group did mud 
of the work required of Universal under its contract at the direction of thow 
Mission officers and the inadequacy of the facilities of the Universal Constrve. 
tion Company was and is obviously inadequate for the proper performance of 
its contract. A single visit to its central office and parking area would have 
disclosed that inadequacy. 

8. Mr. Carter de Paul signed each of the contracts mentioned above, the 
deficiencies of which should have been apparent to any administrator. 

When the rumors in town and statements of M. Soudure, which alleged that 
the Universal Construction Company, Ltd., of Bangkok was not carrying ont 
its contract with the Laotian Government, had no technical personnel capable 
of operating the equipment provided by the Mission, and that fraud was at the 
root of the Mission’s negligence in not supervising or checking on the use to 
which the equipment it furnished the Laotian Government was being put, were 
verbally reported to the Director by this investigator the Director took no action 
to determine the accuracy of the rumors and the investigator was told not to 
investigate them. Furthermore, the then Director and Mr. Charles Miller should 
have been aware of the fact that the construction equipment turned over to the 
Lao Government for the construction of the road to Luang Prabang was being 


ative Office 


used by Universal Construction Company to execute other contracts which they | 


executed for the Mission or recommended to the Lao Government; the total 
value of those contracts exceeds $400,000 and each required for proper execution 
the presence of a far greater number of competent engineers, technicians, ani 
mechanics than the Universal Construction Company, Ltd., of Bangkok appeared 
to have in its employ. 

9. The Universal Company Ltd. of Bangkok was permitted to take over 
the contract ICA/W had planned to award in Washington (presumably by 
letters of commitment) the Vinnell Group had been engaged and its first 
contingent had arrived in Laos. Although the Universal Construction Com- 
pany Ltd. of Bangkok was presented to the Laa Government by Mr. McNamara 
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ing to the Minister of Public Works, Minister’s principal subordinates 
(according other officers of the Lao Government) Mr. McNamara repeatedly 
as well S this investigator having any knowledge of the contract in spite of 
denied 10 Mission duties require him to pay some attention to the use and 
the fact by which the $1,700,000 worth of equipment purchased under this 
ped oy and turned over to the Universal Construction Company Ltd. of 
ar . used and maintained. Furthermore, the Universal Construction 
3angkor Ltd. of Bangkok was permitted to extend his contract originally 
CO a term of four months beginning in February for another seven months, 
_ on after its incompetence had been demonstrated and three months after 
- Saat Company’s contract with ICA/W had been formally signed and 
; ‘members either here, or on the way. es : 
ar) In spite of the provision in the contract to the effect that the Public 
deus Ministry would supervise the work of Universal Construction Com- 
any Ltd. of Bangkok and issue instructions for the work it was to do, no 
- ervision and no instructions were given by the technical personnel of that 
pr rm or the Mission. M. Tiao Sere, Director of Heavy Equipment Divi- 
sion, and M. Kountha, Chief of the Subdivision of Vientiane, both state that 
they requested permission to supervise the work done under that contract. Both 
were refused by the Minister Tiao Souk. 


MR. DUFFY'S STATEMENTS 


Mr. Charles J. Duffy made the following statements to this investigator on 
August 27, 1957 : § 

“Mr. McKay of General Murrow’s survey group negotiated the ramp con- 
tract just before he joined the Universal Construction Ltd. of Bangkok. He 
refused Mr. Duffy’s bid which was considerably lower than that of the Uni- 
versal Construction Company Ltd. of Bangkok on the pretext that the price 
shown in his cost breakdown to be the price at which he planned to buy the 
rock necessary to construct the ramp was dangerously low and that, on the 
whole, his bid was unacceptably low! 

“Mr, McNamara pretended to have received a wire from Washington which 
ordered him to give the contract to the Universal Construction Company. He 
would give no further explanation for not giving the contract to me, the low 
bidder. 

“Mr. Peabody diverted funds of the King Company, No. 10 Shika Park, Tokyo, 
and is now being sued for that diversion by King Associates (KKK), in the 
United States. He further stated that the King Company, which is an archi- 
tectural and contracting corporation, had entered a joint venture with the Pac- 
con Company of Okinawa in which they undertook to create a_ subsidiary, 
mutually owned company to operate off the island of Okinawa. Those two com- 
panies then created the first Universal Construction Company to operate in 
Laos. Mr. Peabody was named its Chief. Mr. Peabody caused the Universal Con- 
struction Company to go broke and then put together a new company, the Uni- 
versal Construction Company Ltd. of Bangkok with Mr. Willis Bird. 

“Mr. Duffy was in charge of actual construction of the Embassy compound 
in Vientiane for the Universal Construction Company and after Mr. Peabody was 
expelled by the representatives of the King and Paccon Companies, Mr. Ted Free- 
man, he (Mr. Duffy) was continued as their superintendent.” 

Mr, Duffy further states that “He has reason to question the entire fidelity 
or competence of Messrs. McNamara, Carter de Paul, Peabody, McKay, and 
Murrow.” 


OrHER STATEMENTS 


Members of the Vinnell Company, including its present Chief, Mr. Jones, has 
stated to this investigator that General Murrow was on the Vinnell Company’s 
payroll. 

H. M. MILier. 
ce: Mr. William Kelly, Regional Inspector, Bangkok 
PS&I Division, ICA/W 
Deputy Director for Operations, ICA/W 
Controller, ICA/W 
Numerical file 
Subject file 


Mr. Harpy. To whom was the report made? 
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Mr. Mitirr. This report was made to Mr. Harting and should have ! 
been transferred to Washington. I don’t think it was in Washing 


ton when I got back. They certainly didn’t get it to Washington ih 
a hurry. ; 

Mr. Harpy. What makes you say you didn’t think they had 
it to Washington when you got back ? 

Mr. Miturr. I believe the first you knew about it (Mr. Ward 
was this included in the number— 

Mr. Harpy. Let’s not have Mr. Ward’s testimony now. We may 
have to use him later. 

Mr. Mirier. Mr. Ward would have been the person who should 
have received them, I think. He had not a complete list of the rp. 
ports I had made. Just before Mr. dePaul left we had the task of 
getting him to sign reports which were prepared for his signatuy 
as early as March and February of the same year, some 6 months 
prior to the time he left. 

Mr. Harpy. When you got back to Washington—and you said yoy 
didn’t think the reports had gotten back—with whom did you discuss 
the situation in Laos? 

Mr. Minter. I went to Mr. Yarger. He thought I hadn’t resigned 
but had been fired. I was then—he made appointments for me with 
Mr. Ward, and I went to see Mr. Ward on my own. 

Anyway, he made appointments for me with the Personnel Se. 
curity and Integrity Division of ICA. They asked me to repeat from 
memory the information in my reports, those that had been sub. 
mitted and were in Washington as well as those that weren't in Wasb- 
ington. That went on for about 2 weeks or 3 weeks. 

Mr. Harpy. Wait aminute. I can understand why they would have 

Mr. Harpy. Wait a minute. I can understand why they would have 
asked you to repeat the ones that were here / 

Mr. Miter. Yes, sir. 

Mr. Harpy. Didn’t they have those reports available ? 

Mr. Mitirr. Yes, sir. I had copies of several of them, and I made 
the request that they use those reports, that I might be able to help 
them interpret them. 

Mr. Harpy. Specify the individuals who required that, beginning 
with the Director, if he did. 

Mr. Minter. One of the gentlemen was here this morning. There 
were three. I don’t recall their names. 

Mr. Harpy. Do you see him here now? 

Mr. Reppan. In what division were they ? 

Mr. Miter. P.S. & I. 

This gentleman is one of them. 

Mr. Harpy. What is your name? 

Mr. Crown. Arthur H. Crowl—C-r-o-w-l. 

Mr. Harpy. He is one of them. He is the only one you see in the 
room? 

Mr. Miter. Yes, sir; I think so. 

Mr. Harpy. Who else besides those three? 

Mr. Murer. They made appointments for me with a naval com- 
mander sent over from the Department of Defense at the request of 
Mr. Alex Ward, and several other people. 

Mr. Harpy. Did they also require you to—— 
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Mr. Muuter. That was for their—I wanted to get an ' 

Mr. Harpy. Were you not required to provide them with copies of 
~ report which had already been made? 
oe riz ER. That wasn’t the question there, sir. I had several 
saosin that I thought ought to interest the Defense Department. 

Weare getting into classified — , “4 

Mr. “rote : cag is classified about stating that there were docu- 

mnished to the 
mar Wann. I am just alerting Mr. Miller to the fact that the contents 
of these documents were classified, ised? 3 . 

Mr. Harpy. I don’t want him to discuss classified informat ion con- 
tained in the document. But certainly it shouldn’t be classified that 
there is such a document. 

Mr. Warp. Certainly not. ‘ 

Mr. Muter. One of them was a statement by the Viceroy of the 
country in the local paper in which he said that in his opinion the 
oreatest danger of Communist subversion in Laos came from foreign 
aid, and that the army was : 

Mr. Harpy. That was what you discussed with the commander ? 

Mr. Mutter. Yes, sir. 

Mr. Harpy. Who else required you to discuss these reports verbally 
from memory which they already should have had access to? 

Mr. Mutter. When I say, “from memory,” I had reports often with 
me that I could refer to, but they seemed to prefer that I describe the 
reports from memory, rather than to read them. My conclusion was 
that they wanted to see how good my memory was, and not find out 
what was in the reports; but I don’t know. 

Mr. Harpy. This specific report, your final report I take it, which 
contained these statements with respect to Universal Construction 
Co. 

Mr. Miter. That is another report, sir. That was a classified re- 
port and I couldn’t have it typed up. The Director’s secretary agreed 
to type that at her home on the holidays, and that report was typed 
up in that way. I dictated to her and she took it down. That is the 











report that involved fraud. 


Mr. Harpy. Do we have a copy of that one? 

Mr. Reppan. No, sir; we do not have a copy of that. 

Mr. Mitter. That is classified. 

Mr. Harpy. I don’t care if it is classified. We still ought to have 
a copy of it. Do you have a copy of it? 

Mr. Miter. Yes, sir. 

Mr. Harpy. The committee would like to have it. I don’t know 
why we don’t have it from ICA. 
gar Grant, wasn’t that included among the things we should have 

ad? 

It certainly relates to the matters under consideration, and I don’t 
know how in the world we are going to find out what we are looking 
for. We have to find out from witnesses. We do our best to cooperate 
with you people and expect to find information that will enable us 
to get the data we need. Then we come in here and we have to find 
It out in this way. 


Mrs. Lestiz Grant. I am not sure what report the witness is re- 
ferring to. 
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Mr. Harpy. Obviously you are not. I think we made our 


; : reques | 
pretty inclusive. I am a little bit surprised. Maybe I shouldn't 


surprised. I expect we are going to find more instances of thig 
certainly indicates that somebody down there is not very thorough 

Mr. Grant. I think, Mr. Chairman, we believe that we had giv 
all copies of—certainly the request was made and I thought had bee 
complied with to give all copies of end-use audit reports. , 

Mr. Harpy. Maybe I am making some improper assumptions It 
may be that this report never got to Washington. Maybe $8) Sone 
buried in the Mission. If so, it would be a further indication of the 
fact that there is a serious need for some drastic action to be taken 

Maybe you all never got it, I don’t know. But we would like ty 
have a copy of it, Mr. Miller. 

Mr. Minurr. Yes, sir. 

Mr. Harpy. I would like to know now to whom you presented it. 

Mr. Mriter. Well, sir, I presented it to the gentleman at PSI | 
think to Mr. Ward. 

Mr. Harpy. You mean after you got back to Washington? 

Mr. Mirrer. Yes, sir. 

Mr. Harpy. Then itishere. It would have to be here. 

Mr. Warp. What report is that? May I ask what report that js 
Mr. Chairman. 

Mr. Harpy. Surely. 

Mr. Mixer. I might say that I violated, of course, the law in taking 
these classified documents, but when I left the Mission I felt tha 
for my own protection I had to take them. 

Mr. Harpy. You have kept those documents in safekeeping in ae. 
cordance with the security requirements? 

Mr. Mitter. Well, of course they haven’t been locked up at night, 
But they have been kept, insofar as I-—— 

Mr. Harpy. What is the classification of them? If they are “Con. 


lt 


fidential,” I would think they could be kept in your normal safekeep. | 


ing at home and would probably comply with your usual requirements, 
Sometimes they are classified “Confidential” and don’t rate much 
security anyway 

Mr. Miiier. These should have been classified higher than “Conf. 
dential” because they involve references to persons. 

Mr. Harpy. Let us get back to where we were. 

Mr. Warp. Mr. Chairman, may I interrupt? 

Our files here—it is end-use report No. 14 that you are referring to! 

Mr. Miuirr. Yes, sir. 

Mr. Warp. That was turned over to Mr. Woods. 

Mr. Mitier. I am not sure of the number. I would guess it is 
something after number 12. 

There were several contract reviews. 

Mr. Warp. Is this the one right here [indicating] ? 

Mr. Harpy. Maybe we shouldn’t use the time in trying to make this 
determination now. 

Mr. Mitirr. That is not the report. 

Mr. Harpy. We will try to get straight. 

Mr. Warp. I would like to assure you, Mr. Chairman, that we have 
made a very intensive effort to furnish the committee everything 
that— 
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Mr, Harpy. Mr. Ward, that may be, and I certainly am not going 
to impute to you or anyone else down there a deliberate intent to with- 
hold this information. But I think each of you should understand 
how disconcerting 1t 1s to the committee when we run across key docu- 
ments which should have been a vailable in the ICA and which should 
have been included in the material which we requested. 

Mr. Warp. I agree wholeheartedly. __ ; : 

Mr. Harpy. This is a type of thing which certainly has a very defi- 
nite bearing on this whole proposition and it worries us a little bit 
that—it reflects either deliberate withholding or ineptness, I don’t 
mow which. 

i in Washington with P.S. & 1.4 
Mr. Miter. Yes, sir. ; , 
Mr. Harpy. As to the allegations which are contained in these re- 
? 
Pe shinee. Yes, sir. Wemade up new reports which I signed after 
they were typed, to my recollection, just as I had dictated and I signed 
them when the new reports were made up. 

Mr. Harpy. Did you discard those ¢ 

Mr. Murr. I don’t know what was done with them, sir. But the 
new ones, of course, were not—would not, in my opinion, be as good 
as the old ones I had written out in longhand and studied carefully 
with all the documents in front of me that I had access to. 

Mr. Harpy. Do you mean that the security people in Washington 

ot you to sign watered-down reports ? 

Mr. Miter. Yes, sir. Well, a restatement of them from recollee:- 
tion. 

Mr. Harpy. Which were not as strong as the originals ? 

Mr. Miter. Well, they were as strong as I could make them, sir, 
but very often I didn’t have further access to the information. My 
notes had got cold, and I wasn’t able to recall with the degree of pre- 
cision that I would write a report with. 

Mr. Harpy. To the extent that they were at variance with the orig- 
inal reports 

Mr. Minier. Yes, sir. 

Mr. Harpy (continuing). Would you say that the original reports 
would be inaccurate ? 

Mr. Mittrr. No, sir. They were as accurate as I could make them. 

Mr. Harpy. So that if the original reports contained stronger ref- 
erences than the rewrites contained, it is now your position that the 
originals were more accurate ? 

Mr. Mitre. Yes, sir. Insofar as they overlapped, the originals 
would have been more accurate and would have been much more 
complete in detail. Very often they explored questions which went 
over—which had been reported, and wanted to go into all ancillary 
facts, and very often we covered new materials. For instance, 
sketches that were 

Mr. Harpy. Following these interviews in Washington, what hap- 
pened ? 

Mr. Minter. Well, sir, I went to work for Ward. I would like to 
say first 

Mr. Harpy. I thought you had resigned ? 

Mr. Minter. Well, sir, I had resigned and been fired, too. 
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Mr. Grirrin. Who fired you ? 

Mr. Mitier. The Director of the Mission. 1 put in my resignatigy | 
orally in August. Then I drew up one several days later when | 
could get it typed and told them that the resignation would tak 
effect in December because I would have to pay my way home and] 
needed to make money to buy the ticket. 4 

The Mission made what I considered to be, I understood to be two 
oflicious offers to promote me and to attach me to another section of 
the Mission with the implicit understanding that, of course, I haj 
hushed. One of them came through Mr. Guy Forman; another ¢ 
through Mr. Burke. 

Then Mr. Harting said he did not want to accept—— 

Mr. Harpy. Who are the two persons you just mentioned ? 

Mr. Mitier. Mr. Burke was the economic officer of the Mission 

Mr. Harting told me that he didn’t want me to resign, but if I dij 
want to resign I would have to leave the first of October. 

I told him that it was fine with me, that in that case I would 
leaving at the Government’s convenience and he would have to pay 
my way home. r 

He said he would not pay my way home. I told him that that wa 
a violation of ICA regulations, at least as I read the regulations, anj 
that I would sue ICA as soon as I got home, that that was my busines 
and it shouldn’t cause me much trouble. 

I made my plans to leave on October 1, and got a private passport 
and bought my ticket and sold my library, or a good part of it, ang 
my guns to get money to buy my ticket. Then 3 days before I wa 
to leave I was told that I was fired, that they would pay my way, and 
that I would not be able to make the hunting trip which I had planned 
to make before I left; that the Ambassador would see that I got out 
of the country one way or another, either voluntarily or—— 

Mr Harpy. Whosaid that ? 

Mr. Mituter. The Deputy Director of the Mission, Mr. Messagee, | 

(Continuing) That I would not be able to go hunting as I had | 
planned but that I would have to leave within 3 days, or else be 
extradited, I suppose. I think that is the word he used, and that] 
probably should not appeal, that it would be very dangerous for me 
to appeal the firing. 

They fired me for inability to adjust to overseas life. 

Mr. Reppan. Excuse me. Had you had any discussions with the 
Ambassador concerning your report ? 

Mr. Miter. Yes, sir. I was called into the Ambassador’s office in 
August, I think August 4. And the Ambassador told me that he had 
about 20 minutes to give me. He then used about 15 minutes of that 
time to explain to me how embarrassed he would be if the Universal 
Construction Co. was not an honest straightforward firm because 
Washington had asked him earlier in the year if that company was 
proper company to receive the contracts they were receiving, from th 
Lao Government I presume. 

And he said—as best I can recall now— 

“I should have perhaps gone to my subordinates and made mor 


ame 


inquiries than I did make. But I recommended that firm. I knew | 


Mr. Peabody and thought very well of him.” 
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[ might say here that Mr. P eabody is a most impressive person and 
would be perfectly capable of creating an excellent oe 7 
spite 4 the fact that I think his professional background is that o 
’ Sent on to say that he had written two letters of recommenda- 
tion for Mr. Peabody and that at that very moment at which we were 
speaking, Mr. Peabody was in Washington using the letter of recom- 
mendation from him which he termed as being a very nice letter of 
recommendation. = gd ! 

That took about 15 minutes, and that left me 5 minutes to convince 
an Ambassador who didn’t have much faith in me that it was a pretty 

y situation. 
ST saved him the letters from Gallion Equipment Co. which 
reviewed the parts order lists which Mr. McNamara had approved 

-purchase. 

Pa ecu. Is that a parts order list for $60,000 worth of spare 
parts? IF 

Mr. Mutter. Yes, sir. 

Mr. Reppan. What was the Gallion Co.’s reply ? 

Mr. Muuter. Ihaveit here. It is most-—— 

Mr. Reppan. You can just paraphrase it briefly, since the letters 
arepartof your report. 

Mr. Minter. Yes, sir; it is annexed to it. 

Of course, I suggested to the Ambassador that this letter was writ- 
ten by the sales department. We can presume that it was anxious 
to sell parts. But they objected to this order, it was too big. It en- 
dangered their reputation in that the Mission was ordering parts that 
were not working parts; very often in quantities that appeared to 
be fantastic. They should not wear out in the life of the machine, 
and yet the Mission ordered them in great quantity. The Mission 
had received 10 percent of the value of the original order in spare 

arts, which the company felt should have been sufficient since they 
sad had a considerable amount of experience in foreseeing needs for 
spare parts for heavy equipment all over the world. They thought 
that their spare parts prediction should be close to right. In any 
event they thought it fantastic that the Mission should send in for 
other spare parts. 

There is one paragraph where they say they do not want to be 
placed in the position of commenting on the contractor. However, 
they felt that an investigation should be made. 

Mr. Harpy. Who has that letter? 

Mr. Mitier. A copy of it is here, sir. 

Mr. Harpy. We would like to have it for the record. 

This letter is attached to the report which you made to the Mission 
director ? 

Mr. Mixer. Yes, sir. 

Mr. Harpy. And that you presented to ICA officials in Wash- 
ington ? 

Mr. Miter. Yes, sir. 

Mr, Harpy. Did that 
_ Mr. Mixxer. There is another letter from the same company that 
1s here. 

Mr. Harpy. Did that letter specifically suggest that there should 

an investigation made of that contractor ? 

41067—59 22 
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Mr, Mitier. Yes, sir. I can read you the paragraph. I think | 
I can find that, maybe. 

Mr. Harpy. I must say, Mr. Ward, that the committee js going t 
need some explanations of what you all did and didn’t do as oe 
sult of this information. 

Mr. Warp. I would certainly think that is in order, sir. 

Mr. Mittrr. There are also several letters—Sam Reed, who wa 
a Mission officer, tried to object to this whole contract, this procure. 
ment system involving Mr. Peabody, and got no farther than ] 
did. 

Mr. Harpy. Who was he? 

Mr. Mictier. The Assistant Procurement Officer for the Mission 
He had put in two reports to the Mission Director through Mr, Me. 
Namara, telling him that the equipment was being misused and the 
procurement was not all in line. Mr, McNamara made no yer 
adequate reply. ; 

Mr. McNamara’s reply, a copy of it, is also here. 

However, Mr. Reed was told to shut up, and he did, I Suppose, ex. 
cept that he helped me a great deal in this. 
Here is a photostatic copy of the letter from Gallion Equipment 
Co.: 

In view of the very large quantity of repair parts included in these prelini. 
nary requisitions it would certainly look like the 12 Gallion motor graders 
were developing an excessive maintenance cost. A detailed study of your requi- 
sitions, however, would indicate that the parts are not required— 

Let’s see, that is the second letter, which is also interesting, in which 
they give a detailed analysis of each one. 1 

Here are the two paragraphs I think that are pertinent: 

We have found that the quantity requested of some items is 10 times the 
quantities of the item that would be required for the entire life of the motor 
grader. The requisitions include quantities of certain assemblies and parts that 


probably would never be required. We intend to give you a complete analysis | 


of our official answer. However, there are enough repair parts on these 3 
requisitions to support a fleet of motor graders numbering from 75 to 100 units, 

We are not acquainted with the contractor operating this equipment and we 
do not wish to be placed in the position where we are criticizing the contractor's 
method of operation. We do feel, however, that something must be wrong and 
that an investigation should be conducted. 

We also feel that we are called upon to defend ourselves since the sizes of 
the requisitions submitted are certainly damaging to the reputation of Gallion 
equipment. 

Mr. Harpy. What is the date of that letter? 

Mr. Murer. July 17, 1957. 

Mr. Harpy. To whom was it addressed ? 

Mr. Mituirr. To Mr. Sam H. Reed, Store Management Adviser, 
Procurement Section, U.S. Operation Mission to Laos. 

Mr. Harpy. You have no knowledge as to whether they ever came 
to the attention of the Mission Director prior to your report? 

Mr. Miter. No, sir; I have no knowledge of that. 

Mr. Harpy. But it was included in your report ? 

Mr. Mixer. Yes, sir. 

Mr. Harpy. And a copy of your report went to the Mission 
Director? 

Mr. Mituer. Yes, sir. 
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Mr. GRIFFIN. You said you called this to the attention of the Am- 
bassador in your letter f : ; 

Mr, Muuer. Yes, sir. I thought in the time I had to convince 
him that something was wrong, that that was perhaps the best thing 
| could show him. I showed him that letter and procured a photo- 
static copy of the second letter written by the Gallion Co. which 
arrived about the same date. 

Mr. Harpy. And the Ambassador to whom you talked was Mr. 
Parsons ! ; 

Mr. Miuuer. Yes, sir. _ : 

Mr, Harpy. We are going to need a considerable number of these 
documents in our records. I recognize some of them are classified 
and as a consequence they will have to go into the classified record. 

There are one or two other questions not directly related to the 
things you have been talking about that I want to inquire about. 

You did testify that this equipment, our foreign aid equipment, 
was delivered either directly to the Lao Government or directly to 
Mr. Peabody. I believe you expressed it that way. 

Mr. Miter. Yes, sir. 

Mr. Harpy. Did Mr. Peabody spend most of his time in Laos while 
you were there? ; 

Mr. Miuuer. So far as I know. I had no relations with Mr. Pea- 
body except this official visit and had no occasion to see him except 
on two occasions. I went with Mr. Yarger, I believe. Mr. Yarger 
was sent out to Laos to make an investigation of an alleged bribe 
given Mr. McNamara by Mr. Peabody’s accountant. 

Mr. Harpy. Is there anything classified there? 

Mr. Warp. I was referring to Mr. Grant on that point, Mr. Chair- 
man. I just don’t know. 

Mr. Harpy. You have just injected a subject on which the subcom- 
mittee has received testimony from Mr. McNamara in executive ses- 
sion. I expect the subcommittee will release the testimony at a later 
date. Also we shall hear from Mr. McNamara in open session on 
Monday. These allegations are probably going to require consider- 
able discussion by ICA personnel of whatever investigations may have 
been made in connection with them. 

Mr. Reddan just tells me, Mr. Grant, that he asked for personnel 
files and that they have been denied us. I will just say this to you: 
We have enough information on this particular matter that the 
agency is not going to look very good. You can hold that position 
if you like. We will develop our own information. But I think you 
are going out on a limb, and if I can cut it off I am going to do it. 
I think you might be very well advised to be a little more cooperative. 
You might pass that on to Mr. Saccio. For that matter, I think I 
will pass it on to the Acting Secretary of State. 

Mr. Mituer. Shall I continue? 

Mr. Harpy. Go on from where you left off. We will make no 
further allegations of this moment. 

Mr. Mirurr. I saw Mr. Peabody on that occasion and on the one 
other occasion when I translated —— 

Mr. Harpy. Just a minute. 

[ haven’t officially requested those files heretofore, but I am going 
to make that request right now. And if they are denied on my re- 
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quest, I shall take it as a deliberate effort to hide defections oy th 
part of officials of the ICA. I think we have some basis on, hia | 
I can justify that statement. | 

Mr. Miutrr. I translated for the engineer who was carrying oy 
the French aid program in Laos by building a road toward Vientian 
from the south. He wanted to get—his firm is the Eiffel firm, whig 
built the Eiffel Tower, specialists particularly in bridge building. 
he was trying to find enough work in that region to justify his con. 

pany’s transporting to Laos heavy equipment he needed to do his Work 
a a town called Bamback and Pakah Dinh. During that Con: 
versation, in which I was simply translating—I should say, I SUppose 
the only significant thing is the conclusion reached by the Fren¢ 
engineer, who was a personal friend of mine. It was that— 

I do not want to work with Mr. Peabody. He is not an engineer. He Seems 
to have no qualifications for his job and I am afraid to come in contact with hin 

Mr. Harpy. Who made that statement ? 

Mr. Miter. This is another one of the names that are very simila 
and I have probably confused or compounded the names which I ref 
to here, the names of the Colombo plan investigator—— 

Mr. Harpy. This was another ? 

Mr. Miter. Yes, sir. The Chargés d’Affaires also had a name with 
just one slight variation. There were three persons with practically 
the same name, and I probably confused them. He had been a 
engineer with the French Government in Africa and was, as I gay 
employed by the Eiffel Co. I thought of him as a very reliable person, 
That was the first notice I had that Mr. Peabody was not an engineer 
As a matter of fact, during the discussion it became apparent that 
he was not an engineer, and Mr. Souiller had me ask him if he wa 
and he said he was not, he had simply been in the contracting busines 
here, there and yonder, and hired his engineers. At that time he had 
one young American on the staff. 


Mr. Harpy. Do you know who the other principals in the Univers | 


Construction Co. were? 

Mr. Mixer. Willis A. Bird. I don’t know what Mr. McKay’s pos 
tion in that company was. 

Mr. Harpy. Mr. Bird was an official of the company ? 

Mr. Miuier. Yes, sir. 

Mr. Harpy. Do you know what other business he was engaged in 
besides Universal Construction Co. ? 

Mr. Mixer. Well, sir, he was engaged in a great many. I dont 
know precisely which ones. I had occasion in Bangkok to see his 
office, and as best I recall he had about 12 company names written 
on it. Among other things, he rented the Mission aircraft. They had 
a Beechcraft which Mr. Bird rented from the Mission. Mr. Peabody 
told the Lao Government that he owned the plane, which may bes 
partnership agreement. That is the only indication I have of the 
exact position of Mr. Peabody. There were other explanations of his 
connection with that group. 

Mr. Harpy. How often did you see Mr. Peabody ? 

Mr. Mixxer. I saw him perhaps four times, sir. 

Mr. Harpy. During what period of time? 

Mr. Miter. During a year. 

Mr. Harpy. You mentioned the Pam Pam house. 
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: mR. Yes, SIT. 

= ag You said that was the office of the Universal Construc- 
. 2 
i oaenh Yes, sir, and living quart ers. 

Mr. Harpy. And living quarters? 

Mr. MILuer. Yes, sir. - 

\r, Harpy. Do they also have a sort of a clubhouse arrangement 
there ¢ nm “a sdb .] h: he livine—the stairs 

Mr. Mauer. That is pretty much what the living le upstairs 
were bedrooms anda bar. It was a complete living establishment in 
one house with one room as an office downstairs where Mr. Long 
worked. I went upstairs to see Mr. Peabody on each occasion. 

Mr. Harpy. Where did you see him? Inthe bar? 

Mr. Minter. Yes, sir. 

Mr. Harpy. It wasa—— sy 

Mr. Minter. A bar and living room. Bar at one end and living 
oom at the other. 
nAtr. cn, Were you ever entertained there by others, other than 
Mr. Peabody ‘ 
~ Mr, Mutter. I was never entertained there, sir. 

Mr. Harpy. I thought maybe you were entertained by Mr. Peabody 
at the time you were in this high-powered conference. 

Mr. Miter. There was, I believe, no other person present at the 
last, the explosive conference, : 

Mr. Harpy. You say you never attended any social functions at 
Pam Pam house / 

Mr. Minter. No. sir. 

Mr. Harpy. Never attended any poker games? 

Mr. Mutter. No, sir. 1 know nothing about the poker tables except 
by reputation. 

‘Mr. Harpy. Except by reputation ? 

Mr. Minter. Yes, sir. ‘The only time I saw Mr. Peabody under 
those circumstances would be when he was with Mr. Robbins and Dr. 
Eckert, and Mr. McNamara at the Viengratry. 

Mr. Harpy. You said you didn’t know anything about the gambling 
over there except by reputation ? 

Mr. Miniter. Yes, sir. 

Mr. Harpy. You mean you were never invited to sit in ? 

Mr. Minter. No, sir. I didn’t have a very close relation with the 
other Americans after working hours. I lived in town, and I saw 
enough of the Americans during the office day. 

Mr. Harpy. Was it pretty generally well known that most of the 
Americans on the Mission staff did frequent the Pam Pam for enter- 
tainment and social functions? 

Mr. Miter. Well, sir, if that is true, I don’t know. 

Mr. Harpy. I am just asking if you know. 

Mr. Minier. No, sir, I don’t even know gossip to that effect. 

Mr. Harpy. I am not interested in gossip unless it was direct con- 
versation, 

Mr. Miuurr. Yes, sir. 

Mr. Reppan. Mr. Robbins was the Mission Director ? 

Mr. Miter. Yes, sir. 

Mr. Reppan. The Robbins you referred to? 
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Mr. Miter. Yes, sir. 

Mr. Reppan. Who is Dr. Eckert ? 

Mr. Mitter. She is the wife of a doctor whom I think we employe 
in Saigon. She was at least the Mission or Embassy doctor at th 
time I arrived in Laos. She was very often in the company of th 
preceding director, Mr. dePaul, and even more or equally as often jy 
the company of the second Director, as far as I could see. 

Mr. Reppan. Was she employed by the Mission ¢ 

Mr. Mister. No, sir. She left the service of the Federal Gover. 
ment and went to work for Mr. Peabody. She was working for \y 
Peabody as doctor as soon as the ICA could find a replacement, jj 
the State Department, willing to go to Laos as a doctor. I beliey 
that the preceding Mission Director had wanted to get rid of her, ory 
least to replace her. 

Mr. Harpy. Isthat hearsay ? 

Mr. Mitter. No, sir. 

Mr. Harpy. You have knowledge of that ? 

Mr. Minuer. Yes, sir. He was very much harassed by the rumoy 
that developed concerning his relations with her. 

Mr. Harpy. Mr. Miller, we may need some additional testimony 
from you. I am sure we are going to need to study the files. §] 
want to ask that you get together with the staff immediately after yw 
adjourn and make some arrangement so that your documents yjl 
be available when we need them, either for inclusion in open session 
record or in the executive session records, as the classification may 
require, 

The subcommittee will stand adjourned, to reconvene at 10 o'clock 
on Monday. 

(Thereupon, at 4:10 p.m., the subcommittee was adjourned, to nr. 
convene at 10 a.m., Monday, March 23, 1959, in Washington, D.C.) 
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UNITED STATES AID OPERATIONS IN LAOS 


MONDAY, MARCH 23, 1959 


House or Representatives, 
SuBCOMMITTEE ON ForREIGN OPERATIONS 
AND Monerary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:15 a.m., in 
room 304, Old House Office Building, Hon. Porter Hardy, Jr. (chair- 
man of the subcommittee) presiding. 

Members present : Porter Hardy, Jr., John S. Monagan, and Robert 
P. Griffin. , ; 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr, counsel; Walton Woods, staff investigator; and Phyllis M. Sey- 
mour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

This is a continuation of a series of hearings by the Subcommittee 
on Foreign Operations and Monetary Affairs of the Committee on 
Government Operations, performing under rule 11 of the House of 
Representatives. 

Let the record show the presence of Mr. Griffin and myself, consti- 
tuting a quorum under the rules of the subcommittee. 

Mr. Reddan, who is our first witness ? 

Mr. Reppan. Mr. Burns of ICA. 

Mr. Harpy. Mr. Burns, will you come up, please, sir? 

(The witness, Edward J. Burns, was sworn by the chairman.) 

Mr. Harpy. Have a seat and give the reporter your full name and 
title and address, please. 


TESTIMONY OF EDWARD J. BURNS, AUDIT DIVISION, CFFICE OF 
THE CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRA- 
TION; ACCOMPANIED BY JOHN E. DeWILDE, DIRECTOR, AUDIT 
DIVISION ; AND LESLIE A. GRANT, ASSOCIATE GENERAL COUNSEL 


Mr. Burns. I am Edward J. Burns, auditor, Contract Audit 
Branch, Office of the Controller, ICA. 

Mr, Harpy. Mr. Burns, have you seen the rules of the committee? 

Mr. Burns. Yes, a copy of the rules of the committee; yes, sir. 

Mr. Harpy. I take it that you have a representative of the General 
Counsel’s office with you or somebody to advise you in case you want 
any advice? ; 

Mr. Burns. Yes, Mr. Chairman, I do. 

Mr. Grant. Mr. Chairman, Mr. DeWilde is Mr. Burns’ supervisor. 
He is head of the Audit Division of ICA 
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Mr. Harpy. I wast hinking about you, Mr. Grant. 

Mr. Grant. It may be, Mr. Chairman, that at Appropriate times j 
might be helpful if Mr. DeWilde himself explained son ething, 

Mr. Harpy. We are perfectly delighted Mr. Burns to have the 
assistance of any other people down there. Since he is under oath, i 
: our duty to advise him that he has a right bs dokneedl if he wants i 

I hadn't thought that he would require your legal services, Unless, 
perhaps, it might be in connection wit h declassification of cert 
information which bears that “confidential” label which we 
discussing before the committee convened. 

Mr. Grant. That is my only interest, Mr. Chairman. 

Mr. Harpy. Well, thank you very much. 

Mr. Burns, will you give the committee the benefit of your pet 
biographical background, please, sir, very briefly ? 

Mr. Burns. I was born in Philade Iphia on June 8, 1916. I at. 
tended schools there up through college. 

I attended Temple University. I did graduate work at 
University. 

I have been with ICA since March 5, 1950. 1 served overseas jn the 
capacity of investigator and auditor for about 414 years in Taiwan, 
[ have been an internal auditor, and I have visited some approximately 
10 different Missions overseas in auditing work. I have been a cop. 
tract auditor since February of 1957, up to the present time. 

Mr. Harpy. Thank you, Mr. Burns. 

Now, go ahead, Mr. Reddan. 

Mr. Grant. Mr. Chairman, I have not read this end-use report that 
we discussed immediately before the commencement of the hearing this 
morning, the report which Mr. Burns has prepared and which i 
sti imped ‘ ‘confidential.” But without reading it, and to facilitate 
these hearings this morning, I am going to, in behalf of the agency, 
indicate that this document will be declassified exce pt for those por- 
tions of it, if any, which bear directly upen U.S. relations ships with 
the Government of Laos. And I don’t want my declassification action 
to extend to that without seeing what parts of the document might con. 
tain such information. 

Mr. Harpy. I believe that will be perfectly satisfactory. 
are certain te ifies in the report which bear directly on U.S. relation- 
ship with the Government of Laos, the committee is not Ce 
with having any such comments declassified at this time. 

We are concerned with administrative matters which the report pri- 
marily deals with and it would be, I think, a considerable handicap 
if those matters still carry that classification. So if you will de 
classify those, then I think we can proceed expeditiously. 

Mr. Grant. I have done so. 

Mr. Harpy. Thank you very much, Mr. Grant. 

Now, go ahead, Mr. Reddan. 

Mr. Reppan. I will call your attention, Mr. Burns, to a report which 
you made in 1958 on the aid program to Laos, and I want to ask you 
who instructed you on this matter prior to your leaving Washington! 

Mr. Burns. Do you mean who told me to carry out this 

Mr. Reppan. That isr ight, and what were your instructions? 

Mr. Burns. My instructions were, Mr. Reddan, by Mr. Edward | 
Tennant, at that time Director of Audit Division of ICA. My in- 
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structions were to go to Laos and audit all of the contracts of Univer- 
sal Construction Co. and Vinnell Co. and Rader Associates, as they 
nertained to the highway program and to the administrative services 
of the Mission at Laos. nihiy ae 

Mr. Reppan. Did you discuss your mission with anyone else prior 

aving 
oy I discussed it with Mr. Ward, who was Chief of the 
Field Operations Staff. I discussed it with my supervisor, Mr. Battle- 
man, who is Chief of Contract Audit Branch. I think that was about 
the limit of my discussions. 

Mr. Reppan. Now, was this in your regular course of duty / 

Mr. Burns. Asa contract auditor, yes, Mr. Reddan. 

Mr. Reppan. Had you ever been to Laos before ? ee 

Mr. Burns. I had been to most of the other countries in southeast 
Asia. E ; ‘ ; 

Mr. Reppan. Was anything said to you as the reason for sending 
you at this time 4 is 
“Mr. Burns. Yes, Mr. Reddan. The reason was because of the 
Haynes Miller report. , 

Mr. Reppan. Because of the Haynes Miller report / 

Mr, Burns. That is right. That made certain allegations as to con- 
tracts with Universal Construction Co., and also as to the condition 
of the highway equipment. 

Mr. Reppan. Were you given a copy of the Haynes Miller report ? 

Mr. Burns. I read the Haynes Miller report pretty thoroughly. 

Mr. Reppan. One report or more than one / 

Mr. Burns. It seems to me I read—there is one report on the equip- 
ment. He also made a report on the use of certain administrative 
equipment by Universal Construction Co. _And I believe there was 
another report, too, Mr. Reddan, but I can’t identify it at this moment. 
But I believe there were three reports I read. 

Mr. Reppan. Do you recall the dates of them ? 

Mr. Burns. The one was August 12 report on the equipment. 

Mr. Harpy. What year / 

Mr. Burns. 1957. The exact dates I don’t know. I think one was 
July on the administrative equipment to be used by Universal. I think 
there was one that came after this equipment report, but the exact 
dates I don’t know offhand, Mr. Reddan. 

Mr. Reppan. Do you know if they were the original reports made by 
Haynes Miller / 

Mr. Burns. These were copies of the report. 

Mr. Reppan. Now, when Mr. Miller was here Friday, he testified 
that upon his return to Washington he sat down with three representa- 
tives of the P.S. & I., at which time he was asked to redictate or re- 
establish those reports. I don’t have the transcript before me here, 
but he was asked to sign new reports. Do you know whether these 
are the new reports that you saw, or were these the original reports ? 

Mr. Burns. These were the reports prepared in Laos that I saw. I 
would like to add, Mr. Reddan, that I did read the testimony that Mr. 
Haynes Miller made to the P.S. & I. group. 

Mr. Reppan. I have just been told it was not P.S. & I. but security 
that talked to Haynes Miller. 

Mr. Burns. That is in the same office, Mr. Reddan, Personnel, Se- 
curity, and Integrity. 
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Mr. Reppan. Do you recall the contents of the Haynes 
you read ¢ 

Mr. Burns. Generally, on the equipment, I do remembe 
that he said the equipment was in semideplorable conditi 
had these various statements, that he did make certain percent 
investigations, and he gave a pretty clear picture of exactly What 
happened to that equipment from the time it arrived in Vientian 
and from Bangkok until it was put out on the road by the Univers 
Construction Co. On that report he gave a pretty clear picture and 
he had various letters and statements by varions people to substan 
tiate his testimony in the report. On the administrative supplies ani 
equipment, he did identify certain equipment and he had a statement 
and appendix attached to his report identifying each one of the dif. 
ferent types of equipment, where they were, and when they were Jey 
to Universal Construction Co. The reports were very clear an 
helped me along considerably in my investigation. ' 

Mr. Reppan. Was there anything in those reports with respect to 
possible fraud in connection with those Universal contracts? 

Mr. Burns. I think he mentioned the word “fraud” there, but i 
was very difficult to determine just what he was talking about, Mh 
Reddan. It was not clear in my mind as to exactly what he meant 
by “fraud.” 

Mr. Reppan. Did he have anything in those reports with respect to 
any possible improper actions by Mission personnel ? 

Mr. Burns. Well, that would be very difficult to say. He did dain 
that the Controller told him not to make further investigations, whid 
in a sense would be improper, if I knew what the circumstances wer 
at that particular time. 

Mr. Meaper. Who told him not to make any further investigations! | 

Mr. Burns. He made the statement that the Controller who was | 
his superior— 

Mr. Meaper. Who is that ? 

Mr. Burns. Mr. Harting. 

Mr. Meaper. H-a-r-t-i-n-g? 

Mr. Burns. Yes, sir. 

Mr. Meaper. Did he say why Mr. Harting told him not to mak 
any further end-use checks ? 

Mr. Burns. I believe he said he shouldn’t make any further of 
these because—I believe he used the words “upset the boat.” 

Mr. Reppan. In your discussion with ICA Washington personnel 
before you left, was anything said about making this audit becaus 
of congressional inquiry ? 

Mr. Burns. No, sir, it was not. 

Mr. Reppan. No one mentioned that to you? 

Mr. Burns. No, sir. 

Mr. Reppan. Did you ever see any of the cables or messages be } 
tween USOM and ICA Washington prior to the time that you wer | 
assigned to this matter ? 

Mr. Burns. I only saw the cables that had to do with my going | 
there. 

Mr. Reppan. All right. When did you arrive in Laos and wh | 
went with you, if anyone? | 
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Mr. Burns. I arrived in Laos June 5, 1958, and I arrived there by 

myself. A member of the Bureau of Public Roads was appointed to 
aa me in the technical aspects of my audits. 

Mr. Reppan. You picked him up in the Philippines ? 

Mr. Burns. I met him in Vientiane. He had only arrived from the 

ines. 
Me eas. What was his name? 

Mr. Burns. Robert Johnson. 

Mr. Reppan. Together you made this—— 

Mr. Burns. I covered the financial aspects, I covered the negotia- 
tion, the administration and the financial aspects of the contracts, and 
he covered all the technical aspects. 

Mr. Revpan. How long did all this take you? 

Mr. Burns. It took me approximately 40 days. 

Mr. Reppan. ( ‘ould you tell the committee briefly what the scope 
of your examination was ‘ 

Mr. Burns. The scope of my examination was, as I said before, to 
go into the negotiation and ¢ check the negotiation of each one of these 
contracts as far as possible, and as far as I could find out what infor- 
mation was available. I was also to check the administration, how 
these contracts were carried out, and also to check the performance 
ofthe contracts. I wasn’t to check the performance; Mr. Johnson was 
to check the performance because it involved the technica] aspects. 
Down there I was supposed to talk to anybody and everybody who had 
anything to do with the negotiation, administration and performance 
of these contracts. I was to get all "doc uments, affidavits, statements, 
performance reports, vouc hers, invoices, and anything relating to these 
particular contracts. . 

I was to interview members of the Vinnell group and the Rader 
group as to their particular participation in the performances of their 
contracts, and as they related to Universal Construction Co. 

Mr. Reppan. Now, starting first with the Mission, do you have any 
comments upon the cooper: ition or lack of cooper ation by mission per- 
sonnel ? 

Mr. Burns. No, I must admit they were extremely cooperative. 
You must understand, too, I arrived there approximately almost 2 
years after most of this stuff with Universal had taken place. Most 
ofthe people were not there. 

Mr. Reppan. You arrived there when ? 

Mr. Burns. [ arrived in June of 1958, and—— 

Mr. Reppan. When was Universal's first contract with the Lao 
Government ? 

Mr. Burns. It was first signed in February of 1956. The negotia- 
tions of those contracts, as I underst: ind, Mr. Reddan, were in Decem- 
brand November of 1955. 

Mr. Reppan. What was the condition of the Mission’s records? 
Were they sufficiently complete to permit an adequate investigation? 

Mr. Burns. No, they weren't. They were in very, very poor con- 
dition. That is what took me so long to do this job, "because I could 
find hardly anything. I must say, I must truthfully say, I covered 
every particular file in that Mission I could get my hands on, including 
the Mission Director’s file, looking for information on these contracts. 

Mr. Harpy. Whose responsibility was it to keep those records ? 
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Mr. Burns. It was individual division heads, the executive Officer's 
responsibility, individual division heads. Public Works and Indust 
they also have a mail and records room, and in the mail = 
records room any kind of document that goes out should be on file 
there, a copy of it if not the original. , 

I covered every particular file in the mail and records room: | 
covered PWI files; I covered executive oflice files, and every file | | 
could get hold of, I went into that. I mean thoroughly; [| checked 
those things thoroughly. ; 

Mr. Harpy. In other words, everybody in the Mission who had, 
responsibility for these files had failed to perform that duty ? 

Mr. Burns. That is correct, Mr. Chairman. . 

Mr. Harpy. And that stemmed from the Mission Director on dowy) 

Mr. Burns. That is correct. 

Mr. Reppan. To what extent, not timewise, to what extent quality. 
wise did this prevent you from preparing the kind of audit yoy 
should ? ; 

Mr. Burns. I couldn’t get backup data. I can’t do an audit unleg 
I have the original documents supporting any particular thing tha 
took place in the administration or negotiation of a contract. [mys 
see some kind of performance report; I must see some kind of cop. 
respondence; how these negotiations took place. On many of the 
contracts, specified blueprints and specifications, I have to have those | 
I couldn’t make any kind of evaluation of performance unless I hay 
those things, and they were not available. I even got in touch with 
certain people in Universal Construction Co., and they said they didn 
have them. . 

Mr. Reppan. I was going to come to the contractors next. What 
sort of cooperation did you get from the contractors that you inter. 
viewed ? 

Mr. Burns. Well, most of the contract people—there was a fellow 
by the name of Russell, Roy Bell. \ 

Mr. Reppan. With what contractors ? 

Mr. Burns. Universal Construction Co. His name was Russell; 
one fellow named Russell. 

Roy Bell, Norman McKay—whom I will later discuss, who was als 
with Universal—and Peabody was the main person there all the time 
and he did not arrive until 2 days before I left, he was absent all the 
time I was there. 

Mr. Reppan. Had you asked Peabody to come to Vientiane—s 
that where your examination took place? 

Mr. Burns. Anything that I wanted from Universal I put on paper 
and sent it in form of letter to McKay who was acting manager of 
Universal at that particular time. 

Mr. Reppan. Where was Peabody ? 


Mr. Burns. Peabody was allegedly somewhere in Switzerland or ) 


somewhere in Europe. Exactly where he was, nobody seemed to knov. | 
They said he was in Europe and coming back. 
Mr. Reppan. Did you get in touch with the Bangkok office of 
Universal ? at F 
Mr. Burns. I worked through Mr. Norman McKay, who was actilg 
manager at this time, and he made several trips to Bangkok, so le 
said 
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Mr. Reppan. Who is that? 

Mr. Burns. Mr. McKay, who is acting manager. I directed all my 
correspondence to him. I specified the documents that I wanted, time 
and leave records and various other records that had to do with finan- 
cial aspects of the contract. I sent correspondence to him, and he said 
he would have to go to Bangkok to get them. 

Fach time he returned, he gave me some excuse that Mr. Peabody 
was not there, that the accountant who handled these particular ac- 
counts was gone, and various excuses for not producing the informa- 
tion I was looking for. 

Mr. Reppan. Did he ever say he had any discussions with Mr. Bird ? 

Mr. Burns. Mr. Willis Bird, yes, that is who he got his information 
from. He said he discussed it with Mr. Willis Bird, and Mr. Willis 
Bird said Mr. Peabody was returning from Europe and I would have to 
wait. 

Mr. Reppan. Are these records which should have been in the 
Vientiane office of Universal Construction Co. ¢ 

Mr. Burns. If they had good administration, good management, 
these records should have been there because that is the main office, 
because the way they got Universal set up. I noticed on the window 
in Bangkok they say Universal Construction Co., Vientiane, Laos; 
Universal Construction Co., Bangkok, Thailand; and some other 
various places they do construction. But since that was one of the 
main offices and supposed to have a charter, if they did have one, rec- 
ords should have been in Vientiane. 

Mr. Reppan. From your conversation with various members of the 
firm and from the unsuccessful attempts you made to get these records, 
did you have any reason to believe they were deliberately trying to 
withhold these records from you ¢ 

Mr. Burns. Let me say, Mr. Reddan, I was suspicious of that. I 
didn’t have anything to prove it. It is very possible they may have 
destroyed those records. 

Mr. Harpy. Do you think they ever had them? Do you have any 
reason to suppose they did ? 

Mr. Burns. I certainly do. If they are going to have to determine 
their cost, they must have had cost records. How can they determine 
payrol|—— 

Mr. Harpy. They might have just picked them out of the air. 

Mr. Burns. I doubt that very much. They had too many people 
onthe payroll ; they had to keep track of them. 

Mr. Harpy. Did you ever determine whether or not all of the people 
they claimed on the payroll were actually on the payroll 

Mr. Burns. I was highly suspicious of that. That is why I wanted 
time and attendance, and wanted the payroll to justify it. It was 
very important in conducting— 

Mr. Meaper. Do I understand you never got any records? 

Mr. Burns. From Universal Construction Co. I never got any 
records. 

-_ Meaper. Over what period of time were you attempting to get 
itt 

Mr. Burns. Over a period of 40 days, all the time I was in 
Vientiane. 














336 UNITED STATES AID OPERATIONS IN 


LAOS 


Let me qualify that further. When I finally talked to Mr. Peabog 
I asked him to produce his records. And he made it clear nie 
that he was not responsible, that he had no responsibility to giye my | 
any records because there was no provision in any contract for me | 
to make an audit, which was correct. 

Mr. Harpy. It was correct? 

Mr. Burns. Yes, because they were lump-sum contracts, Most 
were lump-sum contracts, Mr. Chairman, which would not Zive me 
a right to audit. There would be nothing to audit since costs ang 
everything else previously were agreed to at the time negotiations 
took place. 

However, there was one service contract, which we will discuss 
subsequently, called contract L-9, which was a service contract, and 
I should have the right to audit that, but there was no right of audit 
in the contract. 

Mr. Harpy. Even in the lump-sum contract, wasn’t payment 
credited on specific performance ¢ : 

Mr. Burns. That is correct. 

Mr. Harpy. Wasn’t it necessary that there be something more thay 
a visual observation of the performance in order to certify for pay- 
ment? 

Mr. Burns. That is correct. 

Mr. Harpy. Wouldn’t somebody have to have access to his records 
in order for him to get money from time to time? 

Mr. Burns. Somebody would have to check on the actual perform. 
ance. If he is going to. build a certain thing, he would have to g@ 
the thing was actually constructed properly before he got the full 
amount. 

Mr. Harpy. Didn’t the contract specify he had to have a certain 
number of employees? 

Mr. Burns. That was the service contract which I spoke to you 
about, which there should have been a right of audit in that contrat 
and it was not in that contract. There should have been some right 
of provision to audit. 

Mr. Reppan. Where were those contracts prepared ? 

Mr. Burns. All of these contracts, except this ramp contract, were 
prepared in Vientiane. 

Mr. Reppan. All except the ramp contract were prepared in 
Vientiane? 

Mr. Burns. Yes. 

Mr. Harpy. Who had responsibility for determining provisions 
that went into these contracts? 

Mr. Burns. One of the men was called “contract officer.” 
name was Mr. Charles Miller. It was his responsibility, since he 
was the contract officer. Of course, there were other people, too, 
the Public Works and Industry officer. 

Mr. Harpy. Who was that ? 

Mr. Burns. That was Mr. McNamara. He should have seen that 
certain real, ironclad provisions were in there to protect. the interests 
of the U.S. Government. 

Mr. Harpy. What was the responsibility of the Mission Director 
for seeing that these provisions were in the contract? 
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Mr. Burns. Well, actually, Mr. Chairman, the Mission Director is 
responsible for everything in the Mission and he relies on the various 
oficers of the Mission to carry out their responsibilities. But if 
agmeone is to be punished for inefliciency we always go back to the 
\fission Director because he is the top one and he 1s to see that par- 
ticular oficers under him are carrying out properly. 

Mr. Harpy. Do you know whether there were any instructions from 
the Mission Director, from Washintgon, or from anybody else with 
respect to the provisions which these contracts contained ¢ ce 

Mr. Burns. Their responsibility is to perform their job efficiently. 
Ifa man is going to be carrying out a job efficiently, he should see that 
all these things are carried out in accordance with sound business 
practices and commonsense. You don t have to write these things out. 
It is purely commonsense that the interests of the United States are 
properly protected by the contracts. 

Mr. Harpy. Commonsense is necessary, but I am not at all sure that 
isthe only thing they should have had over there. 

In substance, your testimony is that there were a lot of incompetent 
people and none of them capable of performing by the use of common- 
gnse. Were there actually any instructions from Washington to the 
Mission, or from any source, which spelled out the provisions that a 
contractor should carry out ? 

Mr, Burns. We have what we call PMCD No. 35. That specifies 
the various provisions that are required in a contract. That is what 
wecall a manual order; they are procedures which are to be followed. 

Mr. Harpy. Were they followed in the case of these contracts 4 

Mr. Burns. It did not appear that way. 

Mr. Harpy. They were followed ¢ 

Mr, Burns. I beg your pardon ? 

Mr. Harpy. Were those procedures followed ? 

Mr. Burns. No, they were not. 

Mr. Harpy. Where did those procedures come from ? 

Mr. Burns. The procedures came from Washington. 

Mr. Harpy. They came from Washington. Who had the respon- 
sibility for evaluating the performance of the individuals who were 
supposed to follow those procedures ¢ 

Mr. Burns. The Mission Director. 

Mr. Harpy. That is interesting. 

Mr. Meaper. Mr. Chairman; Mr. Burns, aren’t there standard form 
contracts for these people in the field to use when they let a contract 
in the field @ 

Mr, Burns. At that particular time, Mr. Meader, I do not know. 
There are at the present time certain standard procedures which we 
follow, but PMCD-35 is very, very clear. It points out the various 
particular sections of a contract that are required, the right te 
audit —— 

Mr, Mraper. Are you sure that PMCD-35 specifies that a clause 


| giving ICA the right to audit the contractor’s books is included in 


this PMCD-35 ? 

Mr. Burns. It certainly is. 

Mr. Harpy. When did you make this report ? 

Mr. Burns. The report finally came out in October of 1958. I re. 
turned to Washington in August of 1958. 
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Mr. Harpy. Did you have any knowledge of any action INitiata| ae 
by anyone in Washington to discipline the people who were Tespor, = iL 
sible for violations of those procedures ¢ ; | i 

Mr. Burns. Yes. In this particular report certain actions Wer | eo 
given to certain officers to carry out, to carry out certain actions ty beidiar 
either punish somebody, or whatever particular action Was required = i 

Mr. Harpy. Does the Controller have any responsibility with », Mr. Re 
spect to these provisions ? . 
Maar. “te The Controller in the Mission ? nate 

Mr. Harpy. That is right. ! a = 

Mr. Burns. Yes, he certainly has, sir. - time a particular cp. = z 
tract is drawn, it should come to him for obligation of funds, aoe ies 

Mr. Harpy. Was Mr. Harting Controller during all of this periog/ rs ye 

Mr. Burns. That is correct. jin mo 

Mr. Harpy. What is he doing now? mn 

Mr. Burns. I believe he is accountant adviser to the Governmay comment: 
of China; he works with what they call “Council of United State Mr. Re 
Aid” and is a technician in the Mission, too, the Council for Unite Mr Bu 
States Aid in Formosa. 
pe me So, he got a promotion for his shortcomings, = . 

Mr. Burns. Hard to say whether it is a promotion. Mr Ha 

Mr. Harpy. You didn’t say it was a promotion. Mr. Bu 

Mr. Burns. No. ' 

Mr feet. I don’t know whether it was or not, but in any even edge, by : 
he is still working for Uncle Sam ? sioatar tis 

Mr. Burns. Yes. “Hs 

Mr. Harpy. He is still working for ICA? ae 

Mr. Burns. Right. : “Bu 

Me. co I don’t think it likely that he was sent to Formosa fron a 7 
Laosasademotion? _ Me Ha 

Mr. Burns. That is right. gl tt ie) 

Mr. Harpy. He did have a responsibility for the provisions in they man, is no 
contracts ¢ Mr. Ha 

Mr. Burns. He certainly did. | si 

Mr. Harpy. We will give him an opportunity to speak for himsdl | Mr Re 

Mr. Reppan. Who was the Mission Director during the periol | did you fi 

yer’ y your examination ¢ swe 
or Bee Mn dePaul was Mission Director part of the time, the a . 
Mr. Robbins came in. said that 

Mr. Harpy. Where is Mr. dePaul now? to Washi 

Mr. Burns. Mr. dePaul is here in Washington. corporate 

Mr. Harpy. What is his job now? Mr. Re 

Mr. Burns. I believe—— hein tne 

Mr. Harpy. Did he get a promotion also? Mr. Bu 

Mr. Burns. I don’t know, sir. Baik best of m: 

Mr. Harpy. What about Mr. Robbins, is he still over there! | theinforn 

Mr. Burns. Mr. Robbins is no longer with ICA, Mr. Chairman. theithdean 

Mr. Harpy. Did he go to work for a contractor ? Mr. Re 

Mr. Burns. I don’t know who he is working for. . a. af ingthey 

Mr. Harpy. Several other people who were with ICA in this ro » Bo 
that you were auditing are now working for contractors, aren’t they! nas 


Mr. Burns. Mr. McNamara is working for a subsidiary of = 
and Mr. Norman McKay, who was with TCI at this time, 1s 0 | 
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working for Universal Construction Co. Nobody at the Mission, 
an. 
aunt. I think we had testimony about someone else, I don’t 
who it was. 
RNs You have Mr. McNamara who went to work for a 
subsidiary of TCI. ; 

Mr. Harpy. W ell, the record will show it anyway. 

Mr. Reppan. Mr. Burns, in order to move along as rapidly as we 
can, could you give the committee a summary of your findings as to 
the contracts which you examined and when questions come up on 
each one, we can ask you about the individual contracts at that time. 

Mr. Burns. On the very first contract marked “LA, it was a rela- 
tively good contract. I found the blueprints and specifications, this 
isa contract for three BOQ barracks and messhall. I did find the 
specifications on it, I found progress reports on it, and I found all 
the invoices and vouchers necessary for that contract and I had no 
comments on it. 

Mr. Revpan. What was the date of that contract ? 

Mr. Burns. Contract 2-23-56. 

Mr. Revpan. And the Mission Director was dePaul at that time ? 

Mr. Burns. That is correct. 

Mr. Harpy. Does your record indicate who negotiated that contract ? 

Mr. Burns. The contract was negotiated, to the best of my knowl- 
edge, by Mr. Peabody and, I believe, Mr. Ashcanase in Bangkok. He 
was the Executive Officer for both Bangkok and Laos at that par- 
ticular time. 

Mr. Harpy. We have had reference to Mr. Ashcanase before. Is he 
still over there ? 

Mr. Burns. Mr. Ashcanase was, I believe, he was in Korea and also 
Iran. Hecame from Iran to Bangkok. 

Mr. Harpy. Is he still—— 

Mr. Burns. Mr. Ashcanase to the best of my knowledge, Mr. Chair- 
man, isno longer with ICA. 

Mr. Harpy. Is he working for Universal # 

Mr. Burns. I don’t think so, at least not tomy knowledge. 

Mr. Reppan. In your examination of the file for that contract “LA,” 
did you find any representations from Universal as to the country of 
its origin or incorporation ? 

Mr. Burns. I did, Mr. Reddan. I found one correspondence which 
said that they were incorporated in Nevada, and when I came back 
to Washington I checked on that, and found out they were not in- 
corporated in Nevada; it seemed there was some question about that. 

Mr. Reppan. Did you check to find out whether or not they had ever 
been incorporated in Nevada ? 

Mr. Burns. Mr. Art Crowl, I believe, made that check, and to the 

tof my knowledge, they were never incorporated in Nevada from 
theinformation he obtained. To the best of my knowledge, currently, 
thev seemed to be incorporated in Bangkok. 

_ Mr. Reppan. Do you have a copy of the letter which they wrote say- 
ing they were incorporated in Nevada? 

Mr. Burns. I don’t have it with me, but I will make it available. 

41067—59___23 
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(The letter, dated December 9, 1955, to USOM/Thailand, fron 
G. A. Peabody, Universal, Inc., follows :) 
UNIVERSAL, INo,, 
ENGINEERS & CONTRACTORS, 
Ith December, 1955, 
Please reply to: Mr. G. A. Peabody, Pacific Hotel, Bangkok. 


USOM To Thailand, 
Vientiane Laos, 
(Attention: Mr. A. S. Ashcanase.) 

Dear Sir: Our estimate to prepare site and construct the Necessary utilitig 
in accordance with your verbal outline and to erect is [sic] houses approximatg 
1050 sq. ft. having two bedrooms is $143,000. If air conditioned with 2% 
reverse cycle plants $149,500. 

Enclosed is a suggested plan layout which incidently is being built Very sue. 
cessfully at present on Okinawa where similar temperatures rain fall & Temp 
ranges are encountered. 

These houses are to be complete and equipped with standard type plumbing 
electrical & modern type kitchen cabinets and necessary closets & shelves, The 
hardware to be schlage or equal. All wood to be termite proofed & America 
paints used. 

A word about Universal Construction Co. This company is an Americay 
Co. incorporated in Nevada. It is operating on Okinawa presently and hy 
in the past few weeks taken over a project of another Co. that was not progres. 
ing and is attempting to straighten out the troubles. 

This company consists of and is backed by the American Electric (Co, y 
Honolulu and Pacifie Const. Co. of Okinawa and the writer. 

At present Pacific Construction is building some 750 units on Okinawa ay 
American Electric 950 units on Guam as well as a several million of dollgx 
worth of too worth on Johnson the Hawaiian Islands. Universal draws q 
these Co.’s for finances, equipment & trained personnel. 

We will be glad to assist you in any manner, and suggest before advancing 
too far a site plan & survey should be made of the proposed site, and in this 
we would be glad to be of service. 

Very truly yours, 


ton 


UNIVERSAL, Ine. 
By G. A. PEasopy, 

Mr. Reppan. Was that representation made in connection with their 
attempt to obtain a contract ¢ 

Mr. Burns. It would appear that way. Jt would appear they want | 
ed to establish themselves as a reputable organization of long standing, 
that is the impression that I got from this particular letter. I beliere | 
it would help to get the contract. 

Mr. Reppan. Do you know whether ICA ever determined wher 
they were incorporated and what nationality this contractor was they 
were dealing with ? 

Mr. Burns. We know Mr. Peabody was formerly connected with th 
King Co. in Tokyo, and from there 

Mr. Reppan. Is Mr. Peabody an American citizen ? | 

Mr. Burns. Mr. Peabody is an American citizen, and Mr. Will | 
Bird is an American citizen. 

Mr. Reppan. But did ICA ever determine the nationality of th } 
corporation they were doing business with ? 
_ Mr. Burns. We tried to determine the nationality, but the only 
formation we have is on this particular correspondence which | pre 
ously mentioned with reference to incorporation in Nevada. 

On their correspondence they say, “American Contractors in South 
east Asia.” That is the only information we have in the contract, bit 
as to being incorporated in any State of the United States, we coli 
not prove. 
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Mr. Harpy. This subcommittee made an inquiry of the secretary 
of State of Nevada, and we have received this telegram, which reads as 
follows: 

Ini a] Construction Co., Inc., a Nevada company, incorporated October 21, 

a Willis Bird mentioned in articles of incorporation nor in annual list 
* * etc filed in this office. Charter revoked first Monday of March 1958. 
ot “John Koontz, Secretary of State.” 

eS’ 


Mr. Reppan. So, apparently during this time, this was an American 
1. 

ooo Apparently, according to this statement here. 

Mr. Reppan. Now, if you will go on. 

Mr. Burns. The next contract is marked L-1 ; ; 

Mr. Harpy. Just one minute before you go ahead with that. You 
said that Mr. Peabody had been connected with King Co. in Tokyo? 

Mr. Burns. Thatisright. 

Mr. Harpy. What was the King Co. ? 

Mr. Burns. To the best of my knowledge, Mr. Chairman, that was 
a company that had a lot of contracts in the Far East, I believe they 
were handling contracts in Okinawa, in Japan. , 

Mr. Harpy. That was an American contracting firm ? 

Mr. Burns. I don’t know the origin of the organization. 

Mr. Harpy. Do you know for what period of time he was connected 
with that company ? 

Mr. Burns. I didn’t check that, either, Mr. Chairman. 

Mr. Harpy. Do you know what his previous background of em- 
ployment was? ; 

Mr. Borns. Not beyond that. 

Mr. Harpy. Is it true, or did you ever find out whether he had been 
a professional wrestler or boxer ? 

Mr. Burns. I didn’t check that. 

Mr. Reppan. All right, if you will just proceed with your résumé. 

Mr. Burns. The next contract is marked USOM L-1. It was en- 
tered into on March 1, 1956. 

Mr. Reppan. Incidentally, what was the dollar volume on the first 
contract you mentioned, LA 

Mr. Burns. $49,500. 

Mr. Reppan. And this contract, L-1—— 

Mr. Burns. $12,500. 

Mr. Reppan. And with whom was that contract made? 

Mr. Burns. Between the Mission and the Universal Construction 
Co, 

Mr. Reppan. All right. What did you find with respect to that 
contract 

Mr. Burns. As far as the negotiation, Mission records are com- 
pletely lacking in information on this contract, and it was not pos- 
sible to determine whether competitive bids as required in section 1 
of PMCD-35 had been followed. Although a contract was signed 
by the acting Mission Director, no evidence of who negotiated the 
contract or if it was negotiated in Bangkok or Vientiane. 

Mr. Harpy. Who was acting Mission Director? 

Mr. Burns. His name was Alex Moore, was acting Mission Director. 

Mr. Harpy. Is he still over there ? 

Mr. Burns. Mr. Moore, I believe, is in Washington. 
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Mr. Harpy. What is his position here now ? 

Mr. Burns. I don’t know what his position is. 

Mr. Harpy. Do you know, Mr. Grant? 

Mr. Grant. I don’t know. 

Mr. Harpy. Is he still with the Agency ? 

Mr. Burns. I think he isstill with ICA. 

Mr. Grant. I think he is. 

Mr. Reppan. What was the date of that contract? 

Mr. Burns. March 1, 1956. 

Mr. Reppan. All right. Do you have anything there with Tespee 
to performance ? 

Mr. Burns. Yes, I do. 

Mission files did disclose a topographic map which in the Opinig, 
of the Bureau of Public Roads representative was incomplete, Whi 
the map revealed the required contours and a sheet showing the log 
tion of the houses and outside utilities, it did not show the desin 
roadway, and pavement widths, nor the proposed type of surface 
required under the contract. While the USOM construction enging 
certified as to the contractor’s performance, the Mission and contragy 
were unable to produce any records of the survey results, in additig 
to a topographic map. It was not possible to determine if requip 
ments of the contract had been fulfilled. 

Mr. Reppan. Who made that certification ? 

Mr. Burns. BPR 

Mr. Reppan. No; I mean for the Mission on performance. 

Mr. Burns. I believe that was Mr. McNamara. 

Mr. Reppan. Mr. Edward T. McNamara? 

Mr. Burns. Yes. 

Mr. Reppan. All right. Go on, sir. 

Mr. Burns. The next contract, in fact there are two contracts ip 
volved; contract L-2 and L-3, for the construction of a water mi\ 
and water tower. Both contracts, L-2 and L-3 were actually o/ 

roject. 

ICA Washington regulation contained in USOM Circular LA4t 
requires a contract in excess of $25,000 be processed by ICA, Washing 
ton, was circumvented. 

The USOM Bangkok Executive Officer in cable No. USOM# 
stated, “Sign two contracts in order to stay within the field of 
thority.” I mean, this was actually 

Mr. Harpy. Who signed that ? 

Mr. Burns. Mr. Ashcanase. 

Mr. Harpy. Mr. Ashcanase instructed the Mission to violate py 
cedures and sign two contracts so they would be under $50,000! 

Mr. Burns. Under $25,000. 

Mr. Harpy. Under $25,000—$25,000 was the maximum that th 
Mission could exercise ? 

Mr. Burns. That is right. 

Mr. Harpy. What was the total amount of this particular projet! 

Mr. Burns. It is $38,000. 

Mr. Harpy. $38,000; so they split that in half in order to compl] 
with $25,000 maximum ? 

Mr. Burns. That is correct. 

Mr. Harpy. And that was instructed by Mr. Ashcanase? 
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ns. That is right. 

- —_ And did the Mission Director have to concur in that? 

Mr. Burns. I believe that all cables go out under the name of the 

‘ant irector, Sir. 
oe Now, what was Mr. Ashcanase’s job at that time? 

Mr. Burns. Executive Officer. 

Mr. Harpy. For whom? 

Mr. Burns. For both Laos and Bangkok. ans ; 

Mr. Harpy. Well, he was subordinate to the Mission Director in 
Laos, wasn’t he? a 

Mr. Burns. That is right. 

Mr. Harpy. So, then, who had to sign these contracts? 

Mr. Burns. The contracts, I believe, were signed by Mr. Ashcanase 
and Mr. Peabody. - 

Mr. Harpy. By Mr. Ashcanase on behalf of the Mission ? 

Mr. Burns. That is right. 

Mr. Harpy. In Laos? 

Mr. Burns. That is right. 

Mr. Harpy. What was the Mission Director's responsibility with 
respect to it ? 

Mr. Burns. It was the same as before; I mean, he would be respon- 
sible to see that the man is carrying out his job properly. Whether he 
actually came into the picture at this particular time, I don’t know. 

Mr. Harpy. So the Mission Director had a responsibility for cir- 
cumvention in that a contract which, under procedures sent out from 
Washington, should have been negotiated in Washington and ap- 
proved by Washington, was negotiated and approved in the field. 
Is that right ? 

Mr. Burns. That is right. 

Mr. Reppan. Were competitive bids received for this contract ? 

Mr. Burns. To the best of my knowledge, they were not. I 
couldn’t find anything that would show that they were. 

Mr. Reppan. Proceed. 

Mr. Burns. The blueprints and specifications in the file were re- 
viewed by the BPR representative, and in his opinion, the contract 

uirements had been fulfilled. 

he next contract is L-4, construction of 14 houses. This con- 
tract was entered into on May 1, 1956, in the amount of $180,000. 

Mr. Reppan. How was that contract entered into? 

Mr. Burns. This contract was under Universal Construction Co. 
and the Mission. In this contract there were competitive bids sub- 
mitted, I believe, by two other companies in Bangkok, aside from 
Universal Construction Co. 

Mr. Harpy. Now they were competitive proposals, not. competitive 
bids as we generally know them in Washington ? 

Mr, Burns. That is correct. 

Mr. Harpy. And proposals were submitted by more than one com- 
pany after which negotiations were undertaken, is that right? 

Mr. Burns. That is right. 

Mr. Harpy. Negotiations were undertaken by Universal Construc- 
tion Co. ? . 

Mr. Burns. That is right. 

Mr. Reppan. Was Universal low bidder on that? 
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Mr. Burns. Yes, that is right, they were low bidder on this, 
Mr. Harpy. Did you analyze the bids of the other companies} 


Mr. Burns. I did so; the other ones could not fill the requiremen 
of the contract. They couldn’t get the equipment down into I, 
and that is why they backed out. Didn’t have the means of try 
portation, mostly transportation, and obtaining the particular { 
of material that was required to build these houses. They could hy 
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Harpy. This was a contract for $180,000 ? 


That is right. 

Was it approved in Washington ? 

This contract was approved in Washington. 

And it contained provisions for audit ¢ 

No, this was a lump-sum contract. 

So it didn’t require any provision for audit? 

. No. 

*, What provision did it contain with respect to per. 


Mr. Burns. It required that these houses be built in accordang 
with specifications and blueprints herein attached. 

Mr. Harpy. Who certified that they were so constructed ? 

Mr. Burns. Mr. McNamara certified that these particular— 

Mr. Harpy. Did you have occasion to inspect any of them ? 


Mr. Burns. Well, sir, I could not do anything. I could not find th 


specifications and could not find blueprints on these houses. 


Mr. Harpy. So you had no specifications to determine whether o 


not performance had been satisfactory ¢ 
Mr. Burns. That is correct. 


Mr. Harpy. Did you find out whether or not there had ever been any 


specificat ions ? 


Mr. Burns. I went to Universal and tried to find them there, they 
said the Mission had them, and I could not find them anywhere in the 


Mission. 


Mr. Harpy. Did ICA Washington require any information of that 


kind before they approved the contract ? 


Mr. Burns. It would seem that they would have the whole complete 
contracts and blueprints and specifications, as they were a part of the 


contr: 


Mr. 


Wash 


cs. 


Harpy. 


ington ? 


Mr. Burns. No, sir; I could not find them. 


Mr. Harpy. Who would have the responsibility for seeing that all 


of these documents accompanied the contracts in Washington? 


Mr. 


3URNS. Well, since this is administrative services, it would bk 


an administrative services officer in Washington. 


Mr. Harpy. Mr. Grant, will you find out for us whether or not any 


such documents are in Washington? 
Mr. Grant. Yes, sir. 
Mr. Harpy. Thank you, sir. 


Mr. Reppan. Now, was there a supplement or an amendment to 


this ec 


Mr. Burns. No, sir; this is one complete contract, no supplemental 


mtract / 


amendment to this. 
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| Mr. Reppay. All right. Were these houses for Mission personnel ? 


5) Mr. Burns. For Mission personnal; yes, sir. 

nents Mr. Reppan. Do you know whether the 14 houses were constructed 
La} gtacostof $180,000? 

rans Mr. Burns. That isright. — | 

type Mr. Reppan. Did you examine the houses ? 

1 not Mr. Burns. I went over and looked at them and so did Mr. Johnson. 


Let me say, I saw these houses inside and looked all around the out- 
side. Mr. Johnson examined them from a technical point of view. 

Mr. Revpan. And the quality of the work was certified prior to 
payment { . ee 

Mr. Burns. That is right. 

Mr. Reppan. Who did that ¢ 

Mr. Burns. I believe Mr. McNamara signed that. 

Mr. Revpan. Edward T. McNamara ? 

Mr. Burns. Yes. 

Per: Mr. Reppan. Before you go on, wasn’t there a question in con- 
nection with that contract as to the POL supply to Universal by the 
ance | Mission # 

Mr. Burns. That is right. Well, not only—the real question was 
for the payment of the transportation of their material that was sup- 
posed to be used in the houses, they claimed that should have been paid 

| bythe Mission. 
the | =" Mr. Reppan. Whoclaimed that? Universal ? 
Mr. Burns. Universal; Mr. McWilliams at this time was the man- 
rot} ager of Universal Construction Co., for this particular contract, and 
he claimed that the Mission should have paid for the transportation 
| ofall the equipment from Bangkok down to Vientiane. But, that 
any | provision was not in the contract and they claimed that it was in- 
| advertently omitted from the contract; and a claim still is hanging 
hey | fire at the present time and Universal is still in Washington trying 
the ¢ tocollect money for cost of transportation. 

Mr. Harpy. Does Universal have a representative in Washington ? 

hat Mr. Burns. They have a lawyer, when they raise a question, they 
were represented by a lawyer here in Washington; I don’t have the 

lete } name right offhand, but I can produce it for you. 

Mr. Harpy. I would like to have it, please, sir. 

| (The International Cooperative Administration subsequently ad- 

CA | vised the subcommittee that the legal representative of Universal Con- 
struction Co. in Washington is Seymour J. Rubin, 1882 Jefferson 
Place NW., Washington, D.C.) 

al] Mr. Reppan. All right, if you will proceed. 

| Mr. Burns. On this, as we pointed out, the performance, because 

be | of the absence at the Mission of blueprints and specifications for the 

houses, it was not possible for BPR engineers to determine whether 

nv | contract requirements had been fulfilled. We could not determine 
whether contracts had been carried out without specifications and 


blueprints. 
| The next contract, contract L-7, for road maintenance and training 
to of Lao Government technicians. This contract was negotiated be- 


tween the USOM/Laos procurement officer and general manager of 
Universal Construction Co. Although work under the contract 
started on August 27, 1956, and the contract was signed on October 


tal 


ng 
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4, 1956, authorization to enter into the contract was not issued unti) | 
October 12, 1956. 3 } 

Mr. Harpy. How did that happen? 

Mr. Burns. They just went ahead before they had authority, Ty, 
authority to enter a contract is contained in a Washington directin, 
Circular EA8-84, dated June 29, 1955, Subject: Subcontracting for 
technical services, which states on page 2, paragraph 2: 

“No technical service contract may be signed or approved without a 
FOA Washington-issued PIO/T as the authorizing document.” 

This contract had been signed even before they received the gp. 
thorizing document. 

Mr. Harpy. Whosigned it? 

Mr. Burns. The contract? 

Mr. Harpy. Yes. 

Mr. Burns. The USOM Procurement Officer signed for the Mission: 
that was Mr. Charles Miller. 

Mr. Harpy. What was the amount of that contract ? 

Mr. Burns. This contract, the original amount was $25,000, and it 
was subsequently amended to increase it to $50,000. 

Mr. Harpy. So, by starting out with $25,000, they didn’t have ty 
get Washington approval? 

Mr. Burns. It would appear that way. 

ei nent Definitely, they didn’t awe to get Washington ap. 
proval ? 

Mr. Burns. It was hard to tell when I got there, Mr. Chairman, 
whether or not they had intended to carry on 

Mr. Harpy. But I am talking about the facts as we know — 

al 





’ 


confining it to $25,000, they didn’t have to get Washington approv 

Mr. Burns. That is correct, Mr. Chairman. 

Mr. Harpy. Now, what was the date of the amendment? 

Mr. Burns. Amendments, March 3, 1957. 

Mr. Harpy. What was the date of the original contract, October! 

Mr. Burns. Yes, October 4, 1956. 

Mr. Harpy. Did you find any information concerning what went on 
during the negotiations ? 

Mr. Burns. No, sir. I couldn’t find anything that actually tra. 
spired during the negotiations. 


~— 


Mr. Harpy. There wasn’t any file indicating what took place dur | 


ing negotiations ? 
fr. Burns. That is correct. 

Mr. Harpy. Was there anything to indicate who conducted the 
negotiations ? 

Mr. Burns. Well, the contracting officer, Mr. Miller-—— 

Mr. Harpy. Do you know where Mr. Miller is now ? 

Mr. Burns. Mr. Miller is now in Madrid. 

Mr. Harpy. Is he still with ICA? 

Mr. Burns. He is with ICA. 

Mr. Harpy. Do you know what his job is? 

Mr. Burns. I believe he is contracting officer there. 

Mr. Harpy. Contracting officer in Madrid? 

Mr. Burns. I believe so, Mr. Chairman. 

Mr. Harpy. That is a better job than he had in Laos? 

Mr. Burns. That is a similar job. 
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Mr. Reppan. What is Mr. Miller’s first name? 

Mr. Burns. Mr. Charles Miller. . 

Mr. Reppan. Mr. Grant, I understand that this Burns audit report 
has been declassified to the extent that it can be made part of the 
record with the exception which you noted in the opening of the 


Why don’t we do this, Mr. Reddan? Perhaps we ought 
io ask Mr. Grant if he wants to review this and delete those items, if 
any, Which fall in the category which he indicated this morning he 
could not declassify at the moment, so that we can put the remainder 
of the document in the record. 


Is that agreeable ? 

Mr.Reppan. Yes,sir, 

Mr. Harpy. Without objection, we will proceed that way. 

(The declassified audit report, prepared by Edward J. Burns, Audit 
Division, International Cooperation Administration, and transmittal 
airgram, dated October 24, 1958, from James H. Smith, Director, 
International Cooperation Administration/Washington, to USOM/ 
Laos, follows :) 

{ Airgram]} 
OcToBER 24, 1958. 
From: Washington. 
Subject: Audit of USOM/Laos Contracts. 
To: Vientiane ICATO A-174. 

There is attached a draft report of the ICA/W Audit Division’s Examination 
of the negotiation and administration of certain contracts at your Mission. This 
js a preliminary report and as a result of further reviews and discussions in 
ICA/W, certain changes will be made in the official report. This unofficial draft 
is being forwarded to your Mission to give you a general idea of the irregulari- 
ties in contract negotiation, administration, and performance that prevailed 
during the period covered by the audit report in order that the Mission can take 
immediate action to avoid future contract deficiencies of the type noted in the 
draft report. The official report will be sent to your Mission at a subsequent 
date. 

The audit findings in the attached report indicate serious mismanagement in 
the Mission’s contracting activities and warrant immediate action by the Mis- 
sion as follows : 


1. The USOM will not award any additional contracts to the Universal 
Construction Company pending resolution of the problems contained in the 
report. 

2. Payments still due to Universal will be suspended pending resolution of 
the recommendations contained in the report and determination of the ex- 
tent of claims, if any, against this contractor for certain overpayments and 
for deficiencies in contract performance to the extent that such might exist 
under the terms of existing contracts. 

3. The USOM will strictly adhere to all ICA/W contracting regulations 
and good contracting practices including instructions contained in USFOTO 
CIRCULAR L—A-#4, dated April 28, 1954 and maintain adequate contract 
records to eliminate deficiencies noted in the attached report in future 
contracting actions. 


ICA/W will take action as follows: (1) M/PSI will continue to investigate 
the irregularities contained in the report, and (2) General Counsel will give 
legal opinions as to the validity of claims which may exist due to irregularities 
described in the report. The USOM will be kept advised of the result of ICA/W 
actions to the extent they affect Mission responsibilities. 


SMITH. 
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INTERNATIONAL COOPERATION ADMINISTRATION, WASHINGTON De 


REPORT ON EXAMINATION AT VIENTIANE, LAOS, OF THE NEGOTIATION ayp 
MINISTRATION OF CONTRACTS BETWEEN USOM/Laos WIT THE UNtvergar Cox 
STRUCTION COMPANY AND THE PERFORMANCE OF THE CONTRACTS BETWEEN ICA/W 
AND RADER AND ASSOCIATES, ICA/W AND VINNEL COMPANY 


Audit Division, Office of the Controller 


INDEX 
Scope. 
General comments. 
Summary findings. 
Universal Construction Company contracts: 
Contracts with USOM/Laos. 
Contract L—A, 3 BOQ Barracks and Mess Hall. 
Contract L—1, Land Survey. 
Contract L—2, Water Main Installed. 
Contract L—3, Water Tower Erected. 
Contract L—4, 14Houses Constructed. 
Contract L-9, Road Maintenance. 
Contract—No Number—Servicing Road Equipment. 
Contract L—11, Access Road to USOM Houses. 
Contract—No Number—Clearing Grounds for School. 
Contract—No Number—Construct Ferry Ramp. 
Contract L—-16, Maintenance of Generators. 
Contract L—30, Installing Well and Water Pump. 
Miscellaneous Work Orders. 
Third country contracts. 
Contract With Lao Government—Road Maintenance. 
Road building equipment—PIO/C 60031. 
Vinnell Company contract. 
Rader and Associates contract. 


Scope OF EXAMINATION 


This review covered the period from June 1, 1958, through July 14, 1958, dy. 
ing which time visits were made to the cities of Vientiane, Bangkok and Hong. 
kong. 

In the plan of procedure we were instructed to review all the Universal (op. 
struction Company contracts entered into between USOM/Laos and the Lao Gor. 
ernment and to determjne whether applicable ICA Regulations were followed ip 
the negotiation and administration of these contracts. 

Concurrently with our review the USOM/Lao Controller was requested to 
initiate field audits of the Vinnell and Rader contracts entered into with ICA/W. 
At the same time ICA/W Contract Audit Branch scheduled an examination of 
the contract books and records at the Contractor’s home offices in the United 
States. The results of these audits will be contained in separate reports to be 
issued by the Contract Audit Branch. 

Mr. Robert Johnson, a Bureau of Public Roads (BPR) Engineer, USOM/ 
Manila, was assigned to the team and was instructed to review the performance 
of the three contractors as well as the technical aspects of the road development 
program in Laos. 

In accordance with instructions we examined all of the Universal Construction 
Company’s contractual arrangements with the USOM and Lao Government 
which, according to the Mission Controller’s records, consisted of twelve con- 
tracts and seven work order agreements (informal contracts). 

All the pertinent records in the Mission Controller's Office, Public Works Of- 
fice, Program Office, Procurement Office, Executive Office and Mail and Record’: 
room were reviewed, as were the available records and files at the Vientiane, Laos 


office of the Vinnell Company, Rader Associates, and the Universal Construction | 


Company. 
The contract entered into between the Lao Government and the Universal 


Construction Company for highway repair was reviewed for the purpose of de | 


termining the Contractor’s performance. The USOM/Controller conducted a 
audit of the counterpart funds which financed 76% of this contract. 

The highway equipment surveys made by the Vinnell group and the end-use 
investigations conducted by Mission personnel were studied. A spot check of the 


dead lined and cannibalized equipment at the Universal Construction Company | 


and Vinnell Company sites was conducted. 

Personnel of the Lao Government’s Ministry of Public Works, the project 
leaders of the Vinnell and Rader Contract groups, the General Managers of the 
Universal Construction Company and the Pioneer Construction Company, the 
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“oe President of the Transportation Consultant’s, Inc., six USOM/Lao and two 
SOM /Bangkok personnel who had knowledge of the negotiation or performance 
vee contracts under review were interviewed. sks os ; 

The files and records in the ICA/W Audit and M/PSI Divisions were reviewed 
pefore departure for Laos. : , ; 4 

This review was difficult and almost not auditable since certain pertinent 
records were not available, personnel acquainted with the activities of the 
period under review were not at the Mission, and the events under inspection 
took place from one to two years ago. , : 

What records that were found were scattered. Nearly every file in the 
Mission had to be searched to obtain meager information and certain audit 
findings could not be concluded for over a month until representatives of the 
Universal Construction Company could be reached and two of the Mission per- 
sonnel who were there at the time of the contracts under review had returned 
from sick and home leave. 

GENERAL COMMENTS 


BACKGROUND INFORMATION 


The background of USOM/Laos contractual activities involves generally the 
activities of the Universal Construction Company in Laos. While Universal 
performed work for other | 5S. Government organizations, the greatest part of 
their income came from Contracts totaling approximately $1,400,000 which was 
derived from ICA funds programed for Laos. Of this amount, $604,251.50 were 
contracts with the Mission. The balance was a contract for the Lao Government 
with funds derived from counterpart kip amounting to $782,850.00, eighty percent 
(80%) of which was converted to dollars from U.S. cash grant dollar funds. 

When the Mission in Laos was activated in 1955, administrative supplies and 
services in the Vientiane area were limited. Because of this, USOM/Bangkok 
undertook most of the USOM/Laos procurement activities. The USOM/Bangkok 
Executive Officer was also acting in the capacity of the USOM/Laos Executive 
Officer. All administrative contracting was handled by the USOM/Bangkok 
Executive Officer. 

Housing was the primary need of the Laos Mission, but contractors in Laos 
were apparently not qualified to undertake this type of construction and most 
of the available contractors in Bangkok were not interested in going to Vientiane. 
However, the Mission did manage to find two interested parties, i.e., the newly 
formed Universal Construction Company and the Tai Technical Service Com- 
pany. Because of difficulties encountered in shipping construction material to 
Vientiane the Tai Technical Service Company was unable to undertake the 
contract. It was at this point in late 1955 that the Mission began negotiations 
with the Universal Construction Company. The first contract entered into was 
numbered USOM/L-—A and dated February 23, 1956, for the construction of 
three BOQ Barracks and one Mess Hall in the amount of $49,500. A review 
of this contract revealed that the negotiations and administration were in good 
order and the BPR representative indicated that the buildings were well con- 
structed. As a result of this negotiation, Universal established itself, in the 
judgment of the Mission, as a competent organization, and the Mission deemed 
it was in the best interests of the Government to retain the services of Universal 
for the other construction work to be performed rather than consider other 
companies through the process of competitive bidding. It was from this point 
on and through the ensuing eleven contracts and work order agreements that 
many irregularities were noted. 

. Under Program 39-31-005 dated November 30, 1955, the Mission had requested 
ICA/W to negotiate a contract with a competent highway construction company. 
The purpose of the contract was to assist the Lao Government's Minist ry of 
Public Works in organizing and training three road maintenance groups in the 
reopening and establishment of regular maintenance on highly strategic roads 
as well as to provide training in the use and maintenance of road building equip- 
ment. It was stressed in the PPA that the first group of the contract personnel 
should arrive by January 1, 1956, to start the training program using equipment 
previously made available under the Colombo Plan and the second group of con- 
tract personnel should arrive one month in advance of the arrival of the $1,500,- 
W) worth of equipment financed by ICA and to be procured by the Bureau of 
Public Roads under PIO/C 60031. The equipment began to arrive in July 1956 
but the contract personnel furnished by the Vinnell Company, Inec., under a 
letter of Agreement dated November 25, 1956, did not arrive until December 4, 
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1956. Universal Construction Company assisted the Mission in the receipt 
storage of the road equipment when it began to arrive and as a result o 
awarded a contract on October 10, 1956, to continue their services for g rts 
of sixty days more or less pending the arrival of the Vinnell technicians ; 

When the U.S. financed equipment arrived it was immediately transferred { 
the Lao Government. The Lao Government in turn made the equipment aval 
able to the Universal Construction Company, which was under a contract wih 
the USOM, to augment the Lao Government’s highway department in the repaj 
of roads in and about Vientiane. : ; 

Universal was later awarded a second highway maintenance contract amount 
ing to $1,068,000 by the Lao Government. This contract not only resulted i 
serious damage to almost 65% of the ICA financed road equipment, but Made jt 
impossible for the Vinnell Company and Rader Associates Contractors to per. 
form the work required under their contracts. 

On April 2, 1957, ICA/W awarded to Universal a contract amounting to $188. 
775.00 for construction of a Ferry Ramp. As will be indicated later Universy) 
was not the low bidder on this contract. 

In late 1957 ICA/W received a report prepared by a USOM/Laos field investi. 
gator in which serious allegations were made concerning the Mission's negotia. 


tion and administration of contracts with the Universal Construction Company 
As the USOM did not have personnel available to investigate these allegations 


ICA/W in, April, 1958 decided to send an Audit Division representative to Lag 
to review the Universal Construction Company contracts and other mattes 
related to the roads development program. 


SUMMARY FINDINGS 


UNIVERSAL CONSTRUCTION COMPANY 


The findings revealed that of the 19 transactions entered into between the 
Mission and Universal, only two were the result of comparable proposals, only 
seven were written in accordance with PMCD #35 requirements. In only two 
is there evidence of satisfactory performance and all but the first contract cop. 
tains serious irregularities in contract negotiations, execution and administra. 
tion that in several instances involved financial considerations under the con- 
tract. It was found most unusual that in only four of the contracts was ther 
evidence of blueprints and specifications or a clear scope of work. 

In contracts L-2 and L-3 there is evidence of deliberate circumventing of 
ICA regulations by the Mission Executive Officer. 

In the read equipment contract, contracts L—-11, L-9 and L-1, the Mission's 
Chief of Public Works and Industry certified to satisfactory performanee, 
whereas the evidence indicates otherwise. 

The scope of Contract L-9 was so written as to relieve the Contractor from 
the responsibility of completing any work. The Mission had requested from 
ICA/W an amendment to this contract in order to obtain funds to finance an- 
other contract. The invoices submitted by the Contractor for work alleged to 
have been performed under this contract show evidence of possible fraud. 

The Ferry Ramp contract which was awarded to Universal as authorized by 
ICA/W appears to have been awarded as a result of improper information sub 
‘mitted by the Mission. The evidence shows that Universal was not the lowest 
bidder and failed to meet the requirements of the invitation to bid. 

The road building equipment which was released to the custody of Universal 
Construction Company at the request of the Mission’s Public Works Officer 
showed evidence of gross negligence by Universal. The evidence as contained 
in statements by ICA contract personnel and Mission staff members indicates 
that Universal who was to furnish competent equipment technicians imported 
into Laos, Okinawan laborers to operate the equipment. There are grave doubts 
by ICA contract personnel (Vinnell and Rader) that Universal ever trained any 
Lao technicians to operate and maintain the equipment as required in the 
servicing road equipment contract and the contract with the Lao Government 
for road maintenance. It is estimated by the Vinnell contract personnel that 


I 


it would cost approximately $400,000 to repair the damaged equipment cause 


by Universal's inefficiency. 

The way the contracts with Universal were written, negotiated, and supervise 
by Mission personnel would suggest improper actions by certain USOM perso 
nel. This report contains recommendation requesting M/PSI to investigate the 
Mission personnel involved in the transactions. 
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The contract between Universal and the Lao Government entered into on 
95. 1957 and amended twice, increasing the time and dollar amounts, 
saa 61,068 500. Universal was given the privilege under this contract to 
pa at the official rate of 35 Kip=U.S. $1 (free rate was 110 Kip=U.S. 
on 80 nercent of the contract amount to U.S. dollars derived from Cash 
$1), t a iars allotted to the Lao Government from ICA program funds. It 
- tated by ICA contract personnel and the Lao Government’s Minister of 
we Works that cost of this contract was exorbitant. 
i ot stated by ICA contract personnel (Rader and Vinnell) and the Bureau 
1 Pablie Roads engineer, who participated in this examination, that Universal 
‘ lied less than the minimum supervision and work under this contract. 
parr this poor performance the Mission requested from ICA/W and re- 
a authority to finance another road maintenance contract between the Lao 
oe rment and Universal. In anticipation of receiving this contract, Uni- 
— was performing certain road maintenance work without cost to the 
Lao Government. : es = : acs 

Recommendation No. 1.—The 1 SOM will not award any additional con- 
tracts to the Universal Construction Company” pending resolution of the 
problems contained in this report. ; 

While this report contains recommendations for General Counsel and M /PSI 
to determine the validity of certain contracts and contract provisions, it is 
apparent that many of the irregularities noted in this report could have been 
avoided if the responsible USOM personnel adhered to ICA regulations, pro- 
cedures and good contracting practices and if the Mission Controller discharged 
his assigned responsibility for review of financial provisions of contracts, de- 
termination for availability of funds, and conducted adequate audits including 
voucher audits. 

Recommendation No. 2.—The USOM will strictly adhere to all ICA/W 
contracting regulations and good contracting practices including instrue- 
tions contained in USFOTO CIRCULAR T-—A-94, dated April 28, 1954 and 
maintain adequate contract records to eliminate deficiencies noted in the 
attached report in future contracting actions. 


rHE VINNELL COMPANY CONTRACT 


The Vinnell Company contract was signed on April 4, 1957. Prior to the sign- 
ing of the contract a Letter of Agreement was entered into on November 23, 
1956. This Letter of Agreement was extended on March 2, 1957 because—“the 
negotiation of the contract has been delayed by the necessity to come to an 
agreement with the Government of Laos as to whether the Government can 
contribute local currency and facilities to the project.” 

The Vinnell Company for reasons beyond their control were denied the oppor- 
tunity to fulfill their contract. The contract purpose—to provide supervisory 
personnel for highway maintenance—had been contracted to Universal by the 
Mission because ICA/W was unabie to complete negotiations with the Contractor 
in time to receive the road equipment when it arrived in Vientiane. 

To prevent overlapping of the Vinnell contract with that of Universal, an 
amendment to the contract was executed on June 24, 1958, to coordinate the serv- 
ices of the two contractors. Vinnell was required to establish a central equipment 
depot, a training school for Laotian presonnel and maintain a field inspection 
force to inspect highway construction and maintenance work. Universal was 
required to provide road maintenance service. An examination indicated that 
these services are being provided, however, it was noted that there is still some 
overlapping as Universal is repairing some road equipment and training some 
Laotian personnel in equipment maintenance. A recommendation for this part 
of the examination is contained in the text of the report. 

An audit at the Contractor's home office was conducted by a representative of 
ICA/W Contract Audit Branch and the Mission Controller reviewed the Con- 
tractor’s local currency expenditures. The findings of both audits, which will 
be contained in a separate report, were reviewed during this examination. 


RADER AND ASSOCIATES CONTRACT 


The Rader Associates contract was entered into on June 12, 1957, and subse- 
quently amended three times to provide for changes in the type of personnel. 
e purpose of the contract was to provide technical assistance to the Min- 


istry of Public Works in the establishment, organization, and operation of a Na- 
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tional Department of Highways. This objective was met with passiy ; 
from the Mission and the Lao Government. It was the im eaitien eat 
Government s Minister of Public Works that Universal was a alia of the Tan 
_~ ee een therefore Rader was not required v taba en 
o utilize the services of Rader Associates a er ort P Ao 
pene ys into on March 13, 1958, between the three aaeomdnen vioma ae be 
und Header) in which fe was grew that to expedite the objectives unr yi 
seuaaatbnmien ~ ae i¢ d, it was necessary to achieve without delay, ‘a ich 
ee ae ee responsibilities and integration and apie 
eae en 7 2 as oem agreed that Rader would assume the vealed 
ee “ -~ I ogram planning and design consultant and train fa Msi 
ae in these functions. It was stated by the Rader Associates ee 
saemeuiaonan = of this contract in January 1959 he could at 
cae sh any mone than 39% of the work required because of a gene sheet 
= erest the part of the Lao Government’s Minister of Publie Wont lack 
oes wis seers: the BPR representative that while the Rederts , 
eae re theit own, were unable to accomplish their iissio oe 
— professional background, they are not fully alifi can 
— for which they were hired. y 
A recommendatio E is par : c i i j 
aut eee ition for this part of the examination is contained in the text 
An audit at the Contractor’s home office was rtak 
ee ms e was undertaken by a representatiy 
aaa arn et aa The Mission Controller reviewed the Oammn 
be seston yh itures. rhe findings of both audits, which wer n4 
Xé ation, are contained in a separate report. en 


tance 


rRANSPORTATION CONSULTANTS, INC., CONTRACT 


seamen eens Ww - entered into on August 27, 1956, for the purpose of 
highways and airfiel a ot Government of Laos in a project to survey existing 
ee — ee in order that planning can be made for Selan 
contract Sethiiineien ee during this examination. As no irregularities o 
ce teen hee PS were noted under this contract with the possible excenti : 
c i at in the negotiation of the Ferry Ramp contrac 1s aa 
is not covered in the report. ; ee 


Universal Construction Co. contracts 


CONTRACTS WITH THE USOM 











Contract Date 
f ate | Purpos | 
number | ne ee 7 
| Amoun 
i SS amount ae 
| ———— : Sanaa is 
L-A | Feb. 23,1956 | 3 I a 
nal », 23, 19% 3 BOQ barracks and messhal $49, 5 
L T..-. Mar. 1, 1956 | Land survey ae *2 so0.0o | “Ean 
L 3 Apr. 1,1956 | Waver main installed oT 000 4 ae 
L 4 : “M do eet Water tower erected we 17. 900 = | Sake 
L-9 ; ay l, 1956 14 hou es constructed _ - | 180, 000 00 - = ; 
No number Oct. — 1956 Road maintenance and training 50, 000.00 | ae 
I-11 7 - Ni oe 0, 1956 | Servicing road equipment | 15, 950, x ao 
No number ae 26, 1956 | Access road to USOM houses... -- 18° 900 Ze 49, 667.00 
Do a. 14, 1957 Cle wing grounds for school 12.5 00 oan 
on ~ ab ow’ 1957 Construct ferry ramp-_--.- 188, oh | 5, 10 
L-30__ ’ em a1 ao Risteneeinte of generators 6, 650 4 MP mL 
ae | Mar. 21, 1958 nstalling well and wate ; 2 40 04 
' —— -| May 22,1956 | Repairing leaced hou me - | 2, 400. 00 | 2, 040.00 
Do | June 6, 1956 Alteration of leased houses__.- | 3 500. 00 ano 
Do , ‘ June 18, 1956 Installing generator : ‘ = : a . 
me | ee e 29, 1956 Installing sewage disposal__ : 0 00 im . 
Do July 8, 1956 | Installing messhall fixtures * O85 00 | ss . 
Do Sept. 27, 1956 Furnishing coolie labor-__- : 160 00 mo 
Apr. 1,1957 | Installing generators_-__._- } 16, 280. 00 15 ae 
a 1. UA a, . 
Tot il a | 603, 
¢ 604, 251. 50 | 603, 205.40 
CONTRACT WITH LAO GOVERNMENT 
No numbe { 25, 1957 R ea / . el wee 
r Jan. 25, 1957 Repair highway and train personnel 1 $1, 068, 500. 00 | $1, 068, 500.00 
Total ae 8 Bs: = : ca tae “t ¢ an 
1, 672, 751. 50 | 1,671, 705.0 


1 $986 ; 
$286,000 financed from Lao Government budget 


Contract Ui 
Contract. 
$49,500.00. 
Purpose. 
Negotiial 
Constructic 
ars to be 
Reimbur 
contract W 
cordance W 
Perform 
1 Mess Hi 
the constr’ 


contract L 
Contraci 
$12,500. 1 
Purpose 
Laos Uni 
Vientiane, 
acres for 
complete | 
velop a 8) 
street ane 
same. 
Negotia 
this conti 
quired in 
was signe 
tiated the 
Contra 
(Lump 8 
Reimbi 
$12,716 0 
No. TA— 
furnishec 
ficer, Adi 
provide f 
Re 
from 
Perfor 
opinion ¢ 
required 
side util 
the prop 
While 
formance 
the sur 
determi) 


Contrac 
tow 


Contr 
on Apri 

Purpe 
and ins 
Vientia: 
specific: 

Conti 
erect a 
accords 
hereto | 

Nego 
regulat 
which 
circum 


> of 
ing 


ure 


ion 
act 


UNITED STATES AID OPERATIONS IN LAOS 353 


Contract USOM/L-A to construct barracks and mess hall 

dontract —USOM, L—A entered into on February 23, 1956, in the amount of 

9500.00. This is a lump sum contract. 

Purpose.—T0 construct 3 B.0.Q. Barracks and 1 Mess Hall. ws 

vegotiiations.—This was the first contract entered into with the Universal 
Construction Company. The negotiation, bidding and award of contract ap- 

ars to be in order. The requirements of PMCD #35 were followed. 

Reimbursements.—The Mission Controller's accounts and records on this 
contract were audited. Reimbursements were found to be in order and in ac- 
~rdance With the terms of the contract. 

: Performance. The blueprints and specifications of the 3 B.O.Q. Barracks and 
1 Mess Hall were reviewed. The BPR representative could find no fault with 
the construction. 

Contract USOM/L-1 to conduct land survey 

Contract. USOM/L-1 entered into on March 1, 1956, in the amount of 
$12,500. This was a lump sum contract. sc 

Purpose.—Conduct a complete engineering survey of sufficient acreage on the 
Laos University site located approximately six kilometers outside the City of 
Vientiane, Laos, to enable the selection of a suitable location of about eight (8) 
acres for a housing subdivision for US IM/L and compile all necessary data to 
complete a topographic map of one foot contours of the subdivision site. De- 
velop a site plan for fifteen (15) houses, complete with building location and 
street and road design and design all outside utilities and submit drawings of 
same. ae 

Negotiation. As Mission records were completely lacking in information on 
this contract it was not possible to determine whether competitive bids as re- 
quired in Section I of PMCD #35 had been followed. Although the contract 
was signed by the Acting Mission Director, there was no evidence of who nego- 
tiated the contract or if it was negotiated in Bangkok or Vientiane. 

Contract provisions.—Contract appears to be in accordance with Section I1.3 
(Lump Sum Contracts) of PMCD #35. 

Reimbursements.—The Mission Controller’s records revealed total payments of 
$12,716 or an excess of $216 over the amount of the contract. Bureau Voucher 
No. TA-404 “tiinal payment” indicated—"This balance includes $216 for labor 
furnished by Contractor instead of by USOM/Laos—Approved by Admin. Of- 
ficer, Administratively.” There was no record of the contract being amended to 
provide for this additional payment. 

Recommendation No. 3.—The Mission should request a refund of $216 
from the Contractor for payment in excess of the amount of the Contract. 

Performance.—The Mission files did disclose a topographic map, which in the 
opinion of the BPR representative, was incomplete. While the map revealed the 
required contours and a street showing the location of the houses and the.out- 
side utilities, it did not show the design roadway and pavement widths nor 
the proposed type of surface as required under the contract. 

While the USOM construction engineer certified as to the Contractor’s per- 
formance, the Mission and Contractor were unable to produce any records of 
the survey results in addition to the topographic map, it was not possible to 
determine if the requirements of the contract had been fulfilled. 


Contracts USOM/L-2 and L-8 for the construction of a water main and a water 
tower 

Contract—USOM/L-2 ($21,000) and USOM/L-3 ($17,000) were entered into 
on April 1, 1956. Both were lump-sum contracts. 

Purpose.—Contract L-2—To supply all plant materials, equipment and labor 
and install a 4’’ galvanized water main on the USOM Housing Compound, 
Vientiane, Laos, in accordance with drawings, blueprints and/or sketches and 
specifications attached hereto and made a part of this contract. 

Contract USOM/L-3—To supply all plant materials, equipment and labor and 
erect a Water Tower on the USOM Housing Compound, Vientiane, Laos. in 
accordance with drawings, blueprints and/or sketches and specifications attached 
hereto and made a part of this contract. 

Negotiation — Both contracts L—2 and L—3 were actually one project. ICA/W 
regulation contained in USFOTO CIRCULAR L-—A-94 dated April 28, 1954 
which requires that contracts in excess of $25,000 be processed by ICA/W was 
circumvented. The USOM/Bangkok Executive Officer, in USOM 590 dated 
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March 17, 1956, stated—‘* * * sign two contracts in order to stay withip field 
of authority.” 

Recommendation No. 4.—M/PSI and Personnel should investigate this | 
ease and determine what official steps should be taken against Mission per. 
sonnel who deliberately circumvent ICA/W regulations. 

No bids were solicited for these contracts as required under Section I 
PMCD No. 35. In a communication dated December 11, 1956, Chief, p 
USOM/Laos wrote—‘USOM/Bangkok Executive Officer has stated, with regard 
to the contracts awarded by him, that at the time there were no Contractors jn. 
terested in doing work in Laos and he did not feel that Lao Contractors wepe sur. 
ficiently capable * * *.” At the time of this examination, two and q } 
years after the award of the contracts, it was not possible to determine 
validity of the above statement. However, it would appear that since bids 
were obtained for contracts USOM/L-A and USOM/L-4 which were negotiate 
about this time, comparable proposals should have been obtained for thig COD: 
tract. (See recommendation No. 4) 

Contract provisions.—Contract was in accordance with Section IL3 (Lump 
Sum Contracts) of PMCD No. 35. 

Reimbursements.—The Mission Controller’s accounts and records indicate that 
all payments were in order. 

Performance.—The project blueprints and specifications on file at the Mission 
were reviewed by the BPR representative and in his opinion the contract re 
quirements had been fulfilled. 


Contract USOM/L-4 to construct 14 houses 


Contract.—USOM/L-4 entered into on May 1, 1956, in the amount of $180,009, 
This was a lump sum contract. 

Purpose.—Contract specifies as its purpose: “To supply all plant materials 
permanent as well as auxiliary, and labor, tools and equipment, and to construe 
fourteen concrete block two bedroom houses, water distribution system, sewage 
system and electrical distribution system for the fourteen housing units, 
site located approximately six miles outside of Vientiane, Laos. Construction 
to include sewers, septic tanks, filter system, reservoir, water tower and pump, 
All construction to be in accordance with drawings, blueprints, and/or sketches 
attached hereto and made a part of this contract.” 

Negotiation.—Authority for USOM/Laos to enter into this contract was given 
by ICA/W in ICATO 1370 dated April 11, 1956. 

Bids had been solicited. This contract was negotiated between the 
USOM/Bangkok Executive Officer and the General Manager of Universal Cop 
struction Company. 

In a letter dated June 7, 1956, to the USOM, the General Manager of Universal 
stated that when the contract was drawn up there was inadvertently omitted 
a provision that would require the USOM to handle and pay for the shipment 
of all building material from Bangkok to Vientiane. Also, a provision requiring 
the USOM to supply water and electricity at the construction site was not 
included in the contract. Universal claimed that during the negotiation the 
Mission had agreed to the above two provisions. A supplement to the contract 
dated May 16, 1957, including the two provisions was signed by the Mission and 
Universal. 

On May 23, 1957, the Mission Director gave authority to Universal to incu 
expenses for items lost in transit from Bangkok to Vientiane in an amount over 
and above dollar value of the contract, but not to exceed $6,000. 

The Mission Controller questioned the legality of the “Supplement” and 
refused to clear the letter of May 23, 1957. He finally, a week later, concurred 
with a proviso that his concurrence was wholly contingent on a finding by 
ICA/W General Counsel, that the questioned “Supplement” is legal. This re 
luctant concurrence was given to avoid a threatened complete stoppage of work 
on the 14 houses project which was at that time virtually completed. ICA/W 
General Counsel under date of May 8, 1958, stated: 

“It is the General Counsel’s opinion, based upon the information submitted, 
that Contractor is not entitled to be reimbursed for the cost of transporting t0 
the job site, building materials purchased outside Laos, or for the cost of build 
ing materials covered by dePaul’s letter of May 23, 1957; and that the value 
of water, electricity, fuel, grease and oil, insofar as it is possible to determi~ 
the same, furnished by the Mission to the Contractor during the eor~’ 
of the dwellings, are proper deductions from monies due to 
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contract provisions.—Contract was in accordance with Section I1.3 (Lump 
contracts) of PMCD No. 35. byt? ; 
Sum imbursements.—An audit of the Mission Controller’s accounts and records 
sertainiDg to this contract revealed the following : 


Dollar Cost of ar ce ces ers nee ete nel a ones a cieiauge $180, 000. 00 
Total rembursements-_---~~------~--~--------~~--------~---------- 177, 275. 93 
Balance ee y 724. 07 


a result of the General Counsel’s decision, the Mission Controller has re- 
jewed freight charges previously paid by the Mission for transportation of Con- 
S tor’s building materials and has disallowed $2,219.22. This amount will be 
deducted from the final voucher. In addition to this disallowance, the Controller 
has refused to certify for payment a voucher in the amount of $2,940.06 also for 
freight costs incurred by the Contractor. The Controller had stated, “Other 
transportation bills have also been paid but because of the extremely poor method 
of billing employed by the transportation company, the amount thereof can only 
be guessed. No attempt is made here to determine the cost of electricity, POL, 
ete, furnished to the Contractor by the USOM.” The Controller and Executive 
Officer were questioned on this matter. soth stated that it is impossible to posi- 
tively determine the cost of electricity, POL, and water furnished the Contractor 
as no issue records of these supplies were maintained during the construction 
period. This appears to be in conflict with a letter from the Mission’s Deputy 
Director, dated December 31, 1957, in which it is stated : 

“(piversal owes the Mission 10,000 gallons of gasoline, 3,000 gallons of Diesel. 
and smaller amounts of lubricating oil. According to the Executive Office, there 
is no sign of these quantities being returned in the near future. Mission records 
indicate that furniture, water pump, generators, grease pump, oil sprayer, etc., 
have been lent to Universal.” 

It would therefore appear that a basis can be developed for determining the 
approximate value of the supplies and services furnished to the contractor. 

Reimbursement Vouchers did not contain a certification as to the Contractor’s 
performance. 

Recommendation No. 5.—The Mission should endeavor to estimate on a 
reasonable basis what supplies were furnished the Contractor and collect 
the amount thereof from the Contractor. 

Performance.—Because of the absence at the Mission of blueprints and spect- 
fications for the houses it was not possible for the BPR engineer to determine 
whether the contractual requirements had been fulfilled. 

Recommendation No. 6.— 

1. The Mission should in all cases withhold final contract payments until 
it is assured contract requirements have been fulfilled. It was recom- 
mended during the examination that final payment on this contract be 
withheld. 

2. General Counsel ICA/W should determine whether there is any re- 
course against the Contractor in the absence of blueprints and specifications 
required by the contract and against which the Contractor’s performance 
can be measured. 


Contract USOM/L-9 for road maintenance and training of Lao Government 
technicians 

Contract—This cost-plus-a-fixed-fee contract, authorized under PIO/T 39- 
31-005-3-60110 was entered into on October 4, 1956, in the amount of $25,000 
and was subsequently amended on March 3, 1957, increasing the dollar amount 
to $50,000. 

Purpose.—To provide assistance to the Lao Government’s Ministry of Public 
Works in the undertaking of emergency repairs and maintenance of roads in 
the Vientiane area. 

Negotiation —This contract was negotiated between the USOM/Laos Procure- 
ment Officer and the General Manager of Universal Construction Company. 
Although work under the contract started on August 27, 1956, and the contract 
was signed on October 4, 1956, authorization (PIO/T 60110) to enter into the 
contract was not issued until October 12, 1956. USFOTO Circular E-A-84 
dated June 29, 1955, Subject: Contracting For Technical Services, states on 
page 2, paragraph 2 “no technical service contract may be signed or approved 
without an FOA/W issued PIO/T as the anthorization document.” (See recom- 
mendation No. 4.) 


41067—59—.~24 
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From October 27, 1956 through November 9, 1956, the Mission requesteq ICA/y | 
authority to increase the dollar amount of the contract and extend the ten 
nation date. On November 7, 1956, ICA/W_ replied—‘Mission authoring 
execute new contract not to exceed $25,000.” It was not until approximate) 
four months later (March 3, 1957) that the Mission and the Contractor enters 
into an amendment of contract L-9 increasing the dollar amount to $50,009 
and extending the termination date to April 27, 1957. oo. 

The USOM Procurement Officer signed for the Mission, the ¢ 
of Universal signed for the Contractor. 

Our investigation disclosed the following: 

(a) The Contractor could not and did not perform the work called for Under 
the amendment as the Contractor was at that time under contract with the 
Lao Government to perform similar activities. 

(b) The personnel the Contractor was to provide under this Amendment 
were at that time under contract with the Lao Government. 

(c) It was the Mission’s intention to amend this contract in order to Obtain 
additional funds to carry on the activities under Contract PIO/C 60193 a 
was evident by the invoices submitted by the Contractor. This intent ig gly 
evident in the USOM memorandum dated January 24, 1957. 

(7) USOM/Laos did not have authority to amend this contract. ICA/y, 
approval was for a new contract. : 

In reply to an inquiry regarding the above matter, the Contractor stated that 
he did not know the document he signed was an Amendment to Contract L4 
He said that he was under the impression that it was an extension of the Equip 
ment Service Contract, PIO/C—60183. 

Recommendation No. 7—USOM/Laos should cancel this amendment anj 
obtain a refund from the Contractor for the entire amount he billed th 
Mission under the amendment. 

The following comparison was made between specifications in PIO/T 39-91. 
005-3-60110 and the requirements in the contract: 

1. Block 20 of the PIO/T states—“The only qualified bidder(s) have already 
visited the sites and are familiar with the conditions’—there was no record jj 
the Mission file of the soliciting of invitations to bid as required under Section] 
(Selection of Supplier) of PMCD #35. Neither the Mission personnel nor 
Universal’s General Manager had any knowledge of bids having been requested, 
This is evident in a letter dated October 26, 1956, from the General Manager, 
Pioneer Construction Company, to the Mission Director. It is stated—"I wig 
to lodge a protest, due to our company not being allowed to, nor asked to, plac 
bids on U.S. Government projects concerning highway improvements, * * *” 
In a subsequent interview, the General Manoger said that he had no knowledge 
that this contract was awarded until two weeks after it was given to Universal, 
(See recommendation No. 4) 

2. Block 20 of the PIO/T states: “The U.S. Contract Technicians to be pro- 
vided under contract will be integrated into work groups furnished by the Lao 
Public Works. They will conduct road maintenance during the rainy season 
and will remain available for approximately one month after the rainy season to 
initiate emergency repairs. A detailed schedule of their activities will be de 
veloped by USOM/Laos as the work progresses and specific requirements are 
indicated.” [Italie supplied.] 

It would appear from the above that certain specific, measurable activities 
were required of the Contractor. 

Under Section 1.0 (Scope of Work) of the contract the above PIO/T provision 
was reworded as follows: 

“The Contractor will provide any services which can be rendered by the per- 
sonnel provided in this contract. He shall work in conjunction with and provide 
any possible training for the Lao Ministry of Public Works. He shall not be 
responsible for the completion of any work. [Italie supplied.] It is to be clearly 
understood that the purpose of this contract is to provide services within the 
eapabilities of the personnel called for by this contract. The direction of all 
work to be accomplished under this contract shall be the Public Works and 
Industry Division, USOM/Laos.” 

5. Under Block 16 of the PIO/T it is indicated: “Past experience has dei- 
nitely demonstrated the requirement for skilled American Technicians to assist 
the Lac Public Works in maintaining the many vital roads in the Vientiane area. 
To secure such services, the device of an ICA contract is much preferred over 
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e 


the supervisory responsibilities and administrative financial complexities of the 
” 


vile the contract merely states “Personnel,” it is evident from the above that 


the P10/T had intended the Contract to provide “Skilled American Techni- 
cians.” According to the list of the six technicians furnished by the Contractor, 
there were four semiskilled Okinawans and only two Americans. One of the 
Americans was G. A. Peabody, General Manager of Universal. 

Contract provisions. 1. Paragraph 3.21 Personnel : The Contractor shall be 
reimbursed for the services of the personnel specified in Paragraph 2.0 at the 


ying rates: 
following Per work day 


Project Pngineer-----------------------.~--~- 2 nnn $60. 00 
Road Superintendent wee ee = - - - ae ee . 90.00 
Equipment Becomician......-..-.-.....- Se ee 20. 00 
{nterpreter------------ --- nn nn ne === 10. 00 


The rates specified above include a 25 percent differential and are based on a 
nine-hour workday with overtime included. 

PMCD No. 35, Section I1.C.1 specifies that salaries may be approved provided 
that such salaries are in accordance with the supplier’s customary salary scales. 
Neither the Mission nor the Contractor could produce any documents to show 
whether the salaries were approved in accordance with this PMCD No. 35 
requirement. . ; F ; 

9 Paragraph 3.23 Transportation: USOM will reimburse the Contractor the 
amount of Seventeen hundred fifty dollars ($1,750.00) to cover transportation of 
all personnel to and from Laos including per diem while traveling. This 
amount includes all personnel property and contractor-owned equipment and 
supplies. 

As all the paragraphs in this contract are written in the order of a cost-plus- 
a-fixed-fee contract, it would appear that it was intended to be a CPFF contract. 
This paragraph, however, appears to be written as a lump sum. The Mission 
Controller’s records indicate that it was paid as a lump sum without submission 
by Contractor of any detail such as trips made, time, invoices, etc. In the 
opinion of the auditor this provision of the contract should have been on a cost 
reimbursement basis rather than a lump sum basis since the lump sum arrange- 
ment may result in a windfall profit to the Contractor. 

It was noted that under paragraph 5.0 (Government Furnished Facilities) 
the USOM would furnish without cost to the Contractor air transportation be 
tween Vientiane and Bangkok when considered necessary by the Mission. 

3. Paragraph 3.24 Overhead: The Contractor will be allowed overhead pay- 
ments of 25% of the amount paid under paragraph 3.21. This payment includes 
all insurance, compensation, home office expenses and salaries, miscellaneous 
office engineering, and drafting. 

Section II, 1(d) (Overhead) of PMCD No. 35 specifies that allowable over- 
head will be determined either on the basis of an audit of actual overhead costs 
incurred or a predetermined fixed overhead rate as justified by the overhead 
history of the Contractor. As no records of contract negotiations were avail- 
able it was not possible to determine if the overhead was computed in accordance 
with PMCD No. 35. 

Section II, 1(d) (Overhead) of PMCD No. 35 also specifies that overhead 
reimbursements will be calculated on a percentage of direct dollar salaries. 
Paragraph 3.21 of the contract indicates that overhead was calculated on a per- 
centage of direct dollar salaries plus a 25 percent differential. 

4, Paragraph 4.1 Effective Date: This agreement shall be effective as of 
August 27, 1956, the date on which the Contractor started work in accordance 
with a Letter of Intent issued by USOM/Laos. Neither the Contractor nor the 
Mission were able to produce a Letter of Intent. 

The absence of a Letter of Intent represents a serious deficiency in that it 
raises the question as to whether the Contractor was properly authorized to 
conduct work during the period from August 27, 1956, to the effective date of the 
contract and was properly reimbursed for his expenses during that period. At 
the least it represents a serious disregard for the necessity for maintaining 
proper documents to support the payment of U.S. funds. 

Section III (Records and Audit) of PMCD No. 35 intends the contract to 
contain a provision requiring the Contractor to maintain records of the cost of 
the work performed under the contract in accordance with generally accepted 
accounting practices and that these records should be made available to the 
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Mission for audit during and at the end of the contract. This contract did 

contain such a provision. uot 
Reimbursements.—The Mission Controller’s records showed reimb 

follows: Witte 


ceil a btinaiecnerescnenciaaateonpiag oi nade cetaceans mmnni re aerate ae 
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Fees_-----------~___--------------- wo n--a-------- -------------- 2, 166.67 
SII. aren acm eanieselgelansithcidteSienews deecikadiaiedeisaente teil Sticker eeeale 24, 980.17 


Invoices submitted by the Contractor were questioned for several reasons: 

Invoice No. 1 covering period August 27, 1956 through September 30 1956 
shows technicians working 35 days. Memorandum dated September 2g 1956 
from USOM construction engineer to USOM Public Works Officer, states—"Dy 
to the necessity of servicing the equipment, actual road rehabilitation and tele 
ing of Lao personnel started the week of September 3, 1956.” This would indi. 
cate that Contractor was overpaid for seven days work. 

Recommendation No. 8.—As the Contractor requested reimbursement for 
35 days but was actually employed for 28 days, it is recommended that the 
USOM request a refund of $2,461.83 representing 20% of the first inyoice 
which was $12,309.17. 

The time claimed by Mr. Gerald A. Peabody, General Manager of Universa] 
Construction Company is questioned. Invoices submitted by Universal indicates 
Mr. Peabody was providing services under this contract nine (9) hours per day 
for 60 of the 72 days life of the contract. As Universal was performing Services 
under contracts L—4, L-11 and the Road Equipments contract during this period 
it is highly improbable that he could have been actively engaged on this contract 
for all the time he claimed. The dollar cost for Mr. Peabody’s time was $3,600, 

Recommendation No. 9.—The USOM should file a claim against Contractor 
in the amount of $3,600 in the absence of evidence supporting in detail the 
date, time, place, and nature of the work the Contractor’s General Manager 
performed under this contract. 

Performance.—As there were no project progress reports and the Contractor, 
under Section 1 (Scope of Work) of the contract, was not responsible for the 
completion of any work, it was not possible, almost two years after the expiration 
of the contract, to measure his performance, however, there is no positive evi- 


dence that the Contractor’s employees reimbursed for work under this contract | 


were actually giving productive time as required and there were allegations 
which could not be vertified that Contractor’s employees were not engaged in 
work under this contract. 

Recommendation No. 10—M/PSI should determine whether the Public 
Works and Industry Officer improperly certified satisfactory performance 
by the Contractor in the absence of documentary evidence that the work had 
in fact been performed and in view of the allegations that Contractor's 
employees were not engaged in work under this contract. 


Contract (no number) for the receipt and storage of road building equipment 


Contract.—This contract under PIO/C 39-31-005—0-60183 was entered into on 
October 10, 1956. It is a lump sum contract in the amount of $15,950.00. 

Purpose.—Assist and expedite reception, transportation, and off-loading at 
Nongkai of equipment valued at $1,600,000 purchased under Project 39-31-00. 

Negotiation.—This contract which was negotiated between the USOM Con- 
tracting Officer and the General Manager of Universal, was entered into om 
October 10, 1956. The document (PIO/C 60183) from which funds were to be 
provided for this contract was not issued until January 16, 1957. 

It is suggested that the award of this contract is not entirely proper for the 
reason that the contract was awarded (October 10, 1956) 21 days prior to the 
invitations to bid (November 1, 1956) and three months prior to the issuance of 
the PIO/C. 

A review of this contract disclosed that Universal had assisted the Mission in 
the receipt of this equipment as early as July of 1956. Mission personnel indi- 
cated that the contract was awarded to Universal as they were already engaged 
in the receipt and storage of the equipment. On October 26, 1956, the General 
Manager, Pioneer Construction, protested to the Mission the awarding of this 
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et and contract under PJO/T 60110 (Roads Maintenance and Training 
m) without calling for invitations to bid. As a result, on November 1, 
Oe ie Mission went through the formalities of requesting bid invitation. 
1956, Recommendation No. 11.—It is recommended that M/PSI investigate the 
actions of the USOM personnel in awarding this contract in view of the time 
pumbursemente.—The Mission Controller’s accounts and records indicate the 
owing invoices were certified for payment: 


contra 
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No Period covered Days | Charged against Amount Total 
ieee | 1 "PIO/O-00188.... a 9 12 | in 
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An audit of the Mission Controller’s records revealed that reimbursements 

amounting to $49,667.00 had been made against a contract that provided for 
ents not in excess of $15,950; overpayment of $33,717.00. , 

The Contractor claimed that the contract had been amended, increasing the 
amount to $24,900. To substantiate this he produced a letter dated January 17, 
1957, from the USOM Procurement Officer to I niversal, in which it is stated— 
“] wish to advise the maximum funds available for this contract are $24,900, 
and no further expenses may be obligated under this contract.” 

Recommendation No. 12.—It is reeommended that— 

(a) General Counsel determine whether the above letter constitutes 
an Amendment to this contract. Should General Counsel rule that the 
letter does vonstitute an Amendment, then the overpayment should be 
reduced to $24,862.50 as indicated in paragraph (c) below. 

(bd) In the event General Counsel rules that the letter does not 
constitute an Amendment to the contract, a refund should be requested 
from the Contractor in the amount of $8,854.50. ($24,804.50 —$15,950.) 

(c) The balance of $24,862.50 should be claimed from the Contractor 
as indicated in RECOMMENDATION NO. 7 since these costs were 
incurred without proper authorization either under contract L—-9 or this 
contract. 

Performance.—In accordance with ARTICLE I of the contract the following 
services were to be rendered : 

To furnish certain specified personnel satisfactory to the Public Works Officer 
USOM/Laos. 

To do the following : 

(a) Assist and expedite reception and transportation of equipment pur- 
chased under the Mission project (from Bangkok to Laos). 

(b) To make a technical survey of the equipment to determine its con- 
dition upon receipt, missing parts, and nature of repairs required, if any. 

(e) To catalog and number all equipment and spare parts and set up 
hecessary nomenclature designations in order to assist the Royal Govern- 
ment to familiarize themselves with American equipment. 

(@) To set up adequate records of receipt and disposition of property 
and maintain same until property is turned over to the Laos Government. 

(e) To provide the following technical and mechanical services : 

1. Initial servicing, including preoperation engineering checks; 

2. Make repairs to damaged equipment as necessary; 

3. Lubricate and put in good operating condition all equipment ; 

4. Receive and list all spare parts and makes recommendations as 
to additional spare parts needed ; and 

5. To conduct familiarization exercises with Lao Government per- 
sonnel in the operation and maintenance of the equipment. 

At this late date, one and a half years or more after the date of the contract, 
it is very difficult to measure performance since records indicating Contractor’s 
performance are completely inadequate. It was clear to the BPR representa- 











360 UNITED STATES AID OPERATIONS IN LAOS 


tive that the work was not carried out to the degree needed to 
the Royal Lao Government to fully administer in an orderly 
manner the receipt, disposition, maintenance, and care of the equipment 
ing into their possession. It would also appear that the facilities provided te 
the receipt and storage of the equipment were meager and inadequate, but si = 
neither the contract nor the call for bids spelled out the minimum requirem - 
this cannot be substantiated. ea, 
The Mission records were extremely poor. All of the receiving reports 
loosely placed in one folder with no record of any apparent effort by the Missin 
to take any action as to the equipment and parts which were not reported 
received. The Controller’s records do show a consolidated report which indy 
cates there is a record of some items not being received. F 
At this late date no determination can be made as to the extent of the Servic) 
preoperation checks, repairs to damaged equipment, lubrication, and the o 
duct of familiarization exercises with Lao trainees for the operation anq oan 
tenance of equipment required under Article I.2(c) of the contract. Howene 
the condition of the equipment as reported by the Mission and ICA/W contrag 
personnel (See Section of this report titled “Road Building Equipment”) would 
indicate that the Contractor was grossly negligent in this phase of the Con. 
tract. 
Recommendation No. 13.— 
(a) M/PSI should investigate the action taken by the USOM Officials 
in respect to the deficiencies noted above. : 
(b) General Counsel should determine whether action can be 
against Contractor as a result of evidence included in this report of in- 
adequate performance under the terms of the contract. 


Contract USOM/L-I11 for construction of access road 


Contract.—USOM/L-11 was originally entered into on July 9, 1956. This lump 
sum contract was subsequently cancelled and a new lump sum contract was 
entered into on November 26, 1956, in the same amount of $18,800. 

Purpose.—The construction of an asphalt-surfaced access road of approxi: 
mately 3,700 lineal feet. 

Negotiation.—There is no record of bids having been solicited as required by 
PMCD No. 35 and there is no record of who negotiated the contract. The 
original contract was entered into on July 9, 1956. It is noted that this original 
contract was a detailed seven page document written in accordance with Sectig 
II, 3 of PMCD No. 35. It was the only contract with Universal where the equip 
ment to be supplied was listed as well as stating it to be “in first-class, operable 


Properly assig 
and Accountable 


condition.” No work had ever been performed under this contract. On October | 


2, 1956, in a letter to Universal from the Mission Director, it is stated—‘“as you 
have been previously advised, the site for the construction of fourteen houses 
under Contract L-4 has been established. It is therefore essential that the work 
under this contract of July 9, 1956, be started as soon as possible * * *” 

On November 26, 1956, the Mission, without any apparent reason, entered into 
a second contract to provide for presumably the same work—3%,700 lineal feet of 
surfaced road. This new contract was reduced from seven to two pages. The 
reference to the type and condition of the road equipment to be supplied by the 
USOM was omitted and the scope of service was not clearly defined. The 
original contract called for “drawings and specifications recommended by Sver- 
drup & Parcel.” The new contract called for drawings and specifications pre 
pared by Universal. Drawings were not available in the Mission or Contrac 
tor’s files. 

It was noted that the new contract was signed by Universal on November 8, 
1956 and not signed by the USOM until November 26, 1956. It was also noted 
that the effective date of the contract is stated as November 9, 1956, which was 
17 days before the contract was signed. There is no evidence or mention of a 
Letter of Intent. Actually, at the time the new contract was entered into, the 
old contract was still in force. It was not until December 18, 1956, that the old 
contract was cancelled. Both contracts were executed by the USOM Industry 
& Public Works Officer and the General Manager of Universal Construction 
Company. 
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Contract provisions.—ASs stated above, the original contract contained all the 
uired provisions of Section II, 3 of PMCD No. 35 and safeguards to protect the 
U.S. Government interests. As , te >| itattres 
‘The second contract did not meet the minimum requirements of PMCD No. 35. 

Section 11,3 (Lump Sum Contracts) of PMCD No. 35 specifies : 

“Lump sum contracts will be approved for financing if (a) the scope of the 
services to be performed and the time required for completion can be precisely 

ified and defined ; and (b) either the estimated components of the lump 
sum (ie, salaries, other direct costs, overhead, and fee) do not exceed the 
limitations applicable to cost-plus-fixed-fee contracts under paragraph 1 (a) 
through (e) of PMCD No. 35, or, the contract was awarded on a competitive 
sealed bid pasis acceptable to ICA.” ‘ ie in ‘ 

Under Paragraph 1.0 (Scope of Work) of the contract, it is indicated: The 
Contractor shall furnish all of the materials and perform all of the work shown 
on the drawings and described in the specifications. 

By reason of the fact that neither the Mission nor the Contractor could 
produce specifications and drawings, and the road upon inspection was actually 
500 feet less than called for in the contract, is evidence that the scope of work 
was not clearly defined. Jon 

Under Paragraph 2.0 (Time of Completion) of the contract, it is stated: 
The work to be performed under this contract shall be commenced November 9, 
1956; final surfacing after completion of houses. 

As stated in the above paragraph—‘after completion of houses’’—it is sug- 
gested that the time of completion is not precise as this could mean anytime. 
This is evident by the fact that the final surfacing did not take place until 
months after the houses had been completed. 

Recommendation No. 14.—In view of the Contractor’s questionable per- 
formance under the second contract, it is recommended that General Counsel 
determine : 

(a) Whether the USOM’s Contracting Officer acted legally in agreeing 
to a contract less favorable to the U.S. Government. 

(b) Whether the second contract is legally binding on the U.S. Gov- 
ernment and the Contractor. 

(c) Whether the Mission has recourse against the Contractor in the 
absence of blueprints and specifications. 

Paragraph 3.0 (The Contract Sum) of the contract specifies: USOM shall pay 
the Contractor for the performancce of the contract, subject to additions and 
deductions provided therein, in current funds as follows: Eighteen thousand, 
eight hundred dollars ($18,800.00). 

The above paragraph did not adhere to the requirements of PMCD #35 in 
that there is no evidence that there was a listing of estimated components nor is 
there any evidence Of whether the total sum exceeded the limitations appli- 
cable to a cost-plus-a-fixed-fee contract. 

Reimbursements.—Aside from questions of contract deficiencies outlined above, 
the record of payments under this contract on file in the Mission Controller’s 
office were reviewed and found to be in order. 

Performance.—A search of the Mission files and the Universal files failed to 
disclose plans to be used for either contract. As noted above the objective to be 
served was apparently the same under the cancelled contract as it was under 
the later contract. The cancelled contract contained a clause giving the USOM 
the right to amend or change the scope of work. No logical reasons for the can- 
cellation of the original contract were advanced and it is apparent that there 
should have been a reduction in cost because of the decreased length of road 
as finally constructed. 

We interviewed the Contractor on the above matter and his reply was as 
follows: 

“The new layout lengthened the access road approximately 300 feet but cut 
the service road approximately 800 feet, making an overall reduction of approxi- 
mately 500 feet. It was agreed at that time that there would be no change in 
price for the new contract. The reason being that there was more heavy clearing 
in moving back into the jungle and the main access road was wider and much 
more difficult to construct than the service roads. Also, there was a complete 
hew site plan to be surveyed and drawn up.” 
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The files at the Universal Construction Company contain corres 
vising of the possibility of the site for the housing development not being 
available, thereby implying a change of location. It was the BPR represen’ 
tive’s opinion that a change of location could only have altered the length of ~ 
road as the housing development is in the general area initially intended 
cancelled contract was for approximately 3,700 lineal feet of road in accorda: 
with certain drawings and specifications. While the new contract showed ¢ 
intent to construct approximately 3,700 lineal feet of road, it actually specites 
that the road be constructed in accordancce with plans and specifications, - 
from a visual inspection was done, and the performance therefore Cannot be 
challenged, although the reason for the cancellation of the origina] contra, 
could not be ascertained from the material in the files, implying pean 
irregularities. ’ 

Recommendation No. 15.— 

(a) In the absence of blueprints and specifications, M/PSI should re 
view the actions taken by the USOM Public Work & Industry Officer jp 
certifying to the Contractor’s performance. 

(b) As the length of the road was 500 feet less than called for ip the 
contract, the Mission should determine the difference in cost and request 
a refund from the Contractor for that amount. 


PONdence a4. 


Contract (no number) for construction of ferry ramp 

Contract.—This contract which was authorized under PIO/T 39-35-006-3-7008 
was entered into on April 2. 1957, in the amount of $188,775. 

Purpose.—To provide assistance to the Government of Laos in the construction 
of a Ferry Ramp and related facilities on the Mekong River in Laos, 

Negotiation.—This contract was reviewed by ICA/W and whether the require 
ments of PMCD No. 35 were followed is questionable. 

Bidding procedures on this contract were undertaken as a result of instruction 
from ICA/W which stated: 

“Due to urgency above project, USOM requested solicit lump sum bid fron 
Universal and Vinnell. Cable these bids earliest posible. Must be receive 
ICA/W not later than 11 March.” 

The USOM under date of July 9, 1957, advised ICA/W that the bidding pm 
cedure was as follows: 

“The lump sum bid of $188,775 received from Universal Construction Con. 
pany was solicited in accordance with instructions ICATO 696. This was the 
only lump sum bid received since the other firm mentioned in ICTAO 696 decline 
to bid. 

“While it was the consensus of opinion that sufficient information was available 
to determine that no responsible qualified bidder could underbid the quotation 
given by Universal, the USOM Procurement Division called for unit price bids 
on March 7, 1957. 

“Announcements were furnished to: 

1. Raymond Construction Company—Bangkok Office 
2. Sangar Pharmich Company—Bangkok 
. Universal Construction Company—Bangkok 
. Pioneer Company Bangkok 
». Thai Railways—Bangkok 
“Bidders Nos. 1 and 5 above declined to bid on the basis of other commitments. 
“Bids were opened on March 19, 1957, and the following were the results: 





Orde Cor 
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m weuversa: Womeiraction COnme@ny.. o.oo eee 189, 651 
4, eiopecr Commny......._..........-- hts easnacnnbuesls case ee 125, 072" 


A Transportation Consultants, Inc. (TCI), Engineer and the USOM Procure 
ment Advisor met with the General Manager of Pioneer Company on March 2, 
1957 for the purpose of ascertaining his ability to construct the project within 
the time prescribed at the bid price. 

On April 4, 1957 in a letter from TCI to the USOM, it is stated: “The above 
tabulation shows the Pioneer Company to be the low bidder ; however, it appears 
that the bid is extremely low—and we question the ability of this firm to per 
form the work at the price quoted. In view of the necessity to expedite this 
work prior to high-water, we feel that to award the project on such a low bid 
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> sti n1OA0 s > 1 could cause by such 
ecpardize the completion of the project on time anc , by 
wee Pnsiderable additional expense and users benefit loss to the Govern- 
delay, 
” 


_ date of June 11, 1957 the Mission informed ICA/W of the following: 
el disqualified after conference on basis on investigation of practical 
supply or method transporting rock, except tentative plan buy rock and 
pe t by river craft 75 kilometers. Unaware name Ferry owner, River trans- 
ea Gates. Also, no previous experience this type of construction. Uni- 

Sealy Contractor ready start immediately.” : 

—_ an interview with the General Manager of Pioneer Company, he 

Sate have furnished the Mission, at the time bids were opened, samples 
claim ock and the direct location of two sites where the rock could be obtained. 
é a the Mission’s request, he submitted a cost breakdown of the rock. 

A aly of Pioneer’s cost determination in the Mission’s records by the BPR 
eer, indicated no factors of cost overlooked and it appears even one year 

ern the breakdown should have been accepted. 

we tector that appeared to be overlooked in the negotiation was the require- 

ment of a surety (proposal) bond. Section 2.06 of the invitation to bid required 

this bond and Section 2.10(g) lisited it as a reason for disqualifying a bidder. 

Records did not show why the successful bidder (Universal) was not made 
to fulfill the requirements of the specification and bid proposal and be obligated 
to not only furnish the bid bond but the contract bond. In the absence of a bid 
pond the proposals of Universal, who received the contract, and the highest 
bidder, the Sanger Pharmich Company of Bangkok, who did not furnish a bid 
pond, could have been deemed irregular and the Pioneer Company, who fur- 
nished a bond, be determined to be, not only the low bidder, but the only bidder 
complying with the requirements of the bid proposal and specifications. , 

Before the contract negotiations were concluded by the Mission, ICA/W on 
March 29, 1957, acting on the USOM’s request, advised: “Viewed urgency pro- 
ceed ahead of river rise, USOM authorized enter into Letter of Agreement with 
Universal Construction Company.” It was the USOM’s opinion that ICA/W’s 
eable cancelled the bidding procedures. 

The glaring feature in the correspondence on this project was the element 
of time. Airgram TOICA A-2 the USOM states—‘The essence of the work is 
time. The cost of failure to complete on time far outweighed any indemnity 
resulting from normal penalty clauses.”’ In the invitation to bid under Section 
802—Time for Completion—it is specified—“The improvement under the con- 
tract shall be completed in its entirety within 150 calendar days from the date of 
the contract.” The contract when prepared, however, gave Universal 212 days 
to complete the project. This time was subsequently increased, on October 25, 
1957 (ICATO 295), to 342 days. The foregoing indicates that Universal could 
not meet the time requirement as specified in the invitation to bid and might con- 
stitute another reason for their being disqualified. 

Recommendation No. 16.—Because of the irregularities noted above and 
the apparent emphasis on awarding the contract to Universal, M/PSI 
should investigate whether the USOM officials acted improperly in the 
award of this contract. 

It is also noted in the review of the negotiations that the TCI Engineer who 
was acting as a consultant for the Mission, recommended that Universal be 
awarded the contract, and less than one month later was employed as Project 
Manager for Universal. 

Reimbursements.—The Contractor was reimbursed by the ICA/W Controller. 
The payments were reviewed and found to be in order. 

Performance —In accordance with the plans in the Mission files and from a 
visual inspection of the work it is the BPR representative’s determination that 
the work required under the contract was fully performed. There were allega- 
tions by Mission and ICA contract personnel that the concrete foundation of the 
Ferry Ramp was cracked and slowly giving away. Because of the height of the 
river it was not possible to check this allegation and therefore there was no 
determination made as to the quality of the work. 
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Other contractual arrangements between USOM/LAOS and the Universal 
Construction Co. 


I, CONTRACTS 











| a 
Number Date Purpose 
bag % - on eit a _* eae | Amount 
| | >. a 
1. L-16__-- Nov 25,1957 | Maintenance of generators a $6, 65 
2. PIO/T 60158 | Mar. 14, 1957 | Clearing grounds at elementary school __________ | 12 5 0) 
3. L-30_..- | Mar. 21, 1958 | Install well, water pump, ete....--..._.________ 2 00.00 
| 7 » 400. 0 
a cease dion ibis i 
Il. WORK ORDERS 
Steen peer a as : ostinato i 1 fie 
Se : Apr. 1,1957 | Installating generator $16 « 
5 Sept. 27, 1956 | Coolie labor $16, m0 
6 June 29,1956 | Installing sewage disposal 3, 800 > 
7 July 6,1956 | Installing messhall facilities an 
8 June 6,1956 | Alteration at leased houses ume 
9 June 18,1856 | Installing generator 4, 863. 5) 
10 | May 22,1956 | Repairing houses too "318 > 
| 80,72. 
— —_— $e 


It was not possible to find a copy of or any of the derails on the Contract 
under PIO/T-60158 (item No. 2). The other items were administrative pp 
quirements the cost of which was paid from technical support funds. Mission 
files were completely lacking in specifications and technical data on most of 
the items and for the items in excess of $500 there was no evidence that bids 
had been solicited. This was not in accordance with M.O. 1152.2, See. IIT, 45 
which specifies in part— 

“For all transactions exceeding $500, informal if not formal competition 
should be obtained, if at all possible, by securing quotations from seyerg| 
sources. A complete record must be placed ir the procurement files containing 
all essential data regarding each negotiated transaction. There should be jp. 
cluded the names of all dealers contacted, the prices offered by each, the reason 
for selecting the successful vendor, and other pertinent data.” 

In respect to the contracts and work orders entered into prior to the date of 
the above M.O. a similar requiremeut had been established (Foreign Service 
Manual—III, Sec. 212.5). 

On Item 4, negotiations consisted of a letter from the Mission to Universal 
requesting price of installing generator and erecting a generator house, Uni- 
versal answered by letter dated March 14, 1957—“Our price to do this work is 
$16,280.00.” Mission replied on April 2, 1957—‘‘A formal purchase order in the 
amount of $16,280.00 for these services will be issued immediately.” Blueprint, 
specifications and itemized cost data on this project could not be found. Mis 
sion Executive Officer stated that to the best of his knowledge the above doct- 
ments never existed. 

On Item 3, Contract L-30, no bids were solicited as stated by Misison Exect- 
tive Office, because—‘“it was felt that other local contractors did not have the 
desired well digging equipment or the experience that would enable them to 
move as quickly as Universal. Hence, to that extent, Universal was in a better 
position to accomplish the work.” The Executive Officer further stated that 
water levels were lowering in all wells and threatening to run dry, so the Mis 
sion had to move quickly. It was noted during our review, four months after 
the contract was signed, that the project was not completed as the Mission 
was unable to obtain a pump and that the wells had not run dry as had been 
anticipated. Cost data on this contract is lacking. 

The above transactions were reviewed to the extent possible in view of the 
absence of technical data and as best as could be ascertained, the work had 
been performed. 

Recommendation No. 17.—In view of the USOM’s failure to follow ICA 
contracting procedures, M/PSI should investigate the action of the USOM 
employees responsible for these contracts, particularly since Universal was 
given a favored position in respect to this work. 
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contract between Universal Construction Company and the Lao Government 
on 


Contract—The Royal Lao Government with Universal Construction Company, 
dated January 25, 1957, with Appendix January 26, 1957, extended on May 30, 
1957 for seven months from June 15, 1957, further amended on August 1, 1957 

‘provide for bridge construction. 
to prov! TT ride the specified technical personnel who, working under the 

Purpose.—To provide the s} ee ee aie “hg ee : 

- of the Public Works Department of Laos, will repair the highway north 
orders tiane to Luang Puabang and from Xieng—Khouang to Poukhoune. In 
; aes teach Lao personnel working under the direction of the Contractor. 
th the amendment of August 1, 1957, additional technical eee were we be 
provided for the work of constructing the bridges less than 20 meters long on 
the above mentioned roads. i. a : es 

Negotiation. “I his contract was let without competitive bids. _ There were 
no records in the Mission files on the negotiation of this contract, its extension 
and amendment. Universal’s General Manager stated the contract was negoti- 
ated between Universal and the Lao Government and the Mission had never, in 
any way to his knowledge, participated. Although there are reservations on this 
point, it was not possible to prove otherwise. cs ; 

Financial provisions.—Total amount of contract was Thirty-seven million four 
hundred thousand (37,400,000) Kip, approximately $1,068,500 at the official rate 
of 35 Kip=U.S. $1. 

The original contract in the amount of 10,000,000 Kip ($286,000) was for a 
four-month period and was financed from Lao Government budgeted funds. 

The second and third amendments of the contract, in the amount of 27,400,000 
Kip ($782,850) were financed from counterpart funds. 

On February 5, 1957, Universal received the following letter from the Minis- 
ter of Finance: I have the honor of infornmring you that the Department of Fi- 
nance will grant the facilities for the conversion of the earnings of their work, 
out of Cash Grant Dollars, with the proofs normally required.” 

The letter did not specify the amount, but we were informed by the Mission 
personnel that it was 80 percent at the rate of 35 Kip=U.S. $1, or approximately 
$854,800. It should be noted that the free market rate at that time was 110 
Kip=U.S. $1. 

As requested, the Mission Controller conducted an audit of the Lao Govern- 
ment’s accounts and records. The report had not been completed at the time 
we departed Vientiane. A brief review of audit findings indicated payments 
were made in accordance with the terms of the contract. 

It is suggested from information contained in the Vinnell and Rader road 
surveys, that the cost of this contract was exorbitant. In an interview with the 
Lao Government’s Minister of Public Works, this was called to his attention. He 
agreed that the price was very high and expressed a desire to have the Mission 
draw up the new contract he was going to enter into with Universal. 

Performance.—The BPR engineer summarized Universal’s performance under 
this contract as follows: 

“Since this is a service contract, the performance of the work cannot be chal- 
lenged. From the information gathered from the Mission records, it appears 
that the roads in question were impassable prior to contract. Today, they are 
passable with a jeep at nearly all times except at the unferried stream crossings. 
During the dry seasons when ferries are not provided, the streams are fordable. 
It is understood that on two occasions, in the cases of a visit of the American 
Ambassador to Luang Puabang and a visit of the Royal Family, from Luang 
Puabang to Vientiane, the journeys were made in cars with but few incidents. 
Furthermore, the Minister of Public Works, has favorably testified to the accom- 
plishments of the Universal Construction Company and has further placed on 
record the members of personnel furnished which are in accordance with the 
contract. From the surveys made by other Engineering groups, under contract 
with ICA, it is evident that this re-opening of the roads was only the barest 
minimum. No records are available as to the finalizing of the last extension to 
the contract to provide for the bridge construction. Article 5 of this contract 
states that the enterprise shall place personnel necessary for the execution of 
this work determined to be undertaken during one period of 12 months, begin- 
hing upon the arrival in Vientiane of the new technicians. In a conversation 
with the Lao Minister he explained that no work had been done on the bridges 
because of the lack of needed bridge materials. He further stated that money 
had already been used to pay Universal personnel on the road construction 
contract. While the Lao Government has expressed satisfaction with the 
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accomplishments of the Universal Construction Company, the personne] of this 
Company were scattered on other contracts and so gave less than the minimy 
supervision to the work. Reports of visits made by ICA contracting grou 

generally indicate that little or no American supervision was given to this work 


Further, road inspection reports indicate that the roads work was merely that of 


filling in holes with available materials which wash away during the rainy 
season. Constant effort is needed to maintain the roads even below the barest 
minimum. The work of the Universal Construction Company under this contrag 
does not lend itself to endorsement of this Company for other road contraetg» 

On several occasions during the course of this examination it had been Strongly 
advised that the Mission should not negotiate another contract with Universg) jp 
light of their past performance. However, prior to the teams departure from 
Vientiane, the Mission had requested and was granted authority from ICA/W ty 
finance from counterpart funds, a new contract between Universal and the Lap 
Government. (See recommendation No. 1.) 

Road building equipment, PIO/C 39-005-5-60031, $1,516,560 

As the Vinnell group had made a complete survey of the road equipment, ag o 
April 28, 1958, it was not deemed necessary to undertake a thorough end-y» 
investigation. An inspection of the equipment in the yards at both the Univers 
Construction Company and Vinell Company was made. The equipment ingpectaj 
did reflect general disrepair and cannibalization. 

The BPR engineer summarized the status of the equipment as follows: 

“That the equipment has not received the care it should have had is abundantly 
clear. It is also quite clear that the equipment was not given proper Servicing 
during its use nor proper repair when broken down. With appreciable concen 
over not only the loss of investment but appreciation of the time needed to get 
new equipment and parts and the great need for road-construction which is los 
because of the deadlining of equipment, there does stand out one naked fact 
viz., the operators of the equipment on the roads under the Lao Government ani 
Mission contracts with the Universal Construction Company were for operations 
only (and the quality of their operation is questionable). No provision had bee 
made in any of the contracts for orderly servicing, repair, and overhaul of equip 
ment, the only servicing, if any, being that initially given under the Receipt and 
Storage of Equipment contract. 

“The first complete survey of the equipment condition was not completed until 
prior to August 31, 1957, at which time an analysis of this survey shows that 
43 percent of the equipment was actually deadlined or in poor condition and 
of the 57 percent considered operable that which could be considered in gow 
condition was 14 of the total equipment. 

“It should also be considered that at the time of the survey some inoperable 
or poor condition equipment had been repaired under the Vinnell contract. 

“A recent survey of the ICA furnished equipment now shows that the inoper- 
able or should be deadlined equipment is about 57 percent of the total with 8 
percent of the equipment operable. 

“From interviews with Vinnell personnel they estimate, from their inspection 
notes, that perhaps 95 percent of the equipment can be put in running order 
with the expenditure of about $400,000. This is because much of the equipment 
was deadlined for lack of a spare part.” 

The first inspection made on the road equipment was undertaken at the 
request of the Mission by two technicians of the Vinnell group on July 1, 1957. 
The Vinnell report concludes: 

“As careful an inspection was made as could be made under field conditions 
on 277 pieces of equipment in and about Vientiane, Phong Nong, Luang Puabang 
and Xieng Khouang. In general, the inspection revealed an abnormal state of 
disrepair. Careless handling by inexperienced and irresponsible operators 
resulted in much initial damage. This condition was aggravated by a policy 
of cannibalization so extensive as to leave valuable equipment stripped to the 
point where its replacement in kind is more economical than its repair.” 

We interviewed the USOM Construction Engineer who was assigned the respot- 
sibility of “monitoring” the arrival of the road equipment in July 1956. He stated 
that the new equipment arrived in operable condition but became inoperable 
after being turned over to the Universal Construction Company by the La 
Government at the request of USOM Public Works Officer. The engineer sai 
that he was subsequently removed from this position of monitoring and inspect 
ing the equipment by the Public Works Officer because of his continuous objec 


Contrac 
of J 
The B 
The ¢ 
nabilita 
nomic a 
using th 
The | 
plished 
Constru 
the Vin 
Letter ¢ 
The | 
up, wit 
program 
systema 
invento 
done ul 
Univers 
Build 
ment. 
tional ' 
housing 
Dete! 
been m: 
tenance 
Whil 
accomp 
of the | 
activiti 
constrt 
operat 
ment 0} 
The 
the ap 
activit 
conduc 
for suc 


Contra 


The 

The 
Group, 
to cres 
a nati 
admin 
materi 
mainte 
cedure 

The 
contra 
unlike 


f this 
imum 
TOUpS 
Work, 
lat of 
rainy 
ATest 
tract 
acts,” 
Ongly 
sal in 


W to 
» Lao 


as of 
d-tise 
ersal 
ected 


antly 
icing 
cern 
> Bet 
| lost 
fact, 
and 
tions 
been 
quip. 
and 


anti 
that 
and 
Zood 


able 


per: 
h 43 


tion 
rder 
nent 


the 
957. 


ions 
ang 
e of 
tors 
liey 


ated 
able 
Lao | 
said 


Jee: 


UNITED STATES AID OPERATIONS IN LAOS 367 


ns to the way Universal was handling the equipment. He agreed with the 
0 


Vinnell inspection team that Universal’s handling of the equipment showed evi- 
s negligence. ; . : 
de of the USOM Construction Engineer interview and detailed reports by 


Vinnell group and Mission personnel on the status of the road equipment are 
te le in the files of the Audit Division. 
availa ecommendation No. 18.—General Counsel should determine whether ICA 
ss recourse against Universal or the Government of Laos in respect to the 
improper custody, maintenance. and utilization of the road equipment. 


VINNELL COMPANY CONTRACT 


ys Va ’ > >. : > > > t 
between Vinnell Company and ICA/W entered into under agreemen 
ee peeenber 28, 1956 ; contract approved April 24, 1957 


The BPR representative made the following evaluation : Ot 

The objective of this contract was to provide supervisory service in the re- 
habilitation and institution of regular maintenance of the primary roads of eco- 
nomic and strategic importance to the Kingdom of Laos (identified in contract) 
using the equipment on hand or in the process of delivery. 

The purpose, for which this contract group was hired, has not been accom- 
plished in any manner through their efforts, as it had been assigned to e niversal 
Construction Company, under firm agreements months prior to the finalizing of 
the Vinnell contract in Washington. The initial work to be done under their 
Letter of Agreement had also been under way by others prior to its date. 

The present activities of the \ innell group are concentrated in the setting 
up, within the Lao Ministry of Public Works, through demonstration and a 
program of training of Lao personnel, an effective organization competent to 
systematically operate, service and maintain highway equipment, accounting, 
inventory and warehousing, including equipment spare parts. — rhis is being 
done under difficult circumstances as control of the equipment is in the hands of 
Universal under agreement with the Lao Government. : 

Buildings are being constructed for the care and warehousing of the equip- 
ment. Plans and estimates have been submitted for the construction of addi- 
tional warehousing facilities, for the training of Laotian students, and for the 
housing of Third Country Nationals. 

Determination of the spare parts needed to get the equipment in shape has 
been made on both an emergency basis and for a future orderly equipment main- 
tenance program. 

While the purpose for which they were placed under contract cannot be 
accomplished, their personnel are being effectively utilized to the overall benefit 
of the Mission program. Under the present active direction of the Mission, their 
activities are to be extended to the organization of a field inspection force for 
construction and maintenance operations and the setting up of an equipment 
operator training school to provide operators with the basic knowledge of equip- 
ment operations and field maintenance. 

The personnel required under the contract were furnished. While one, with 
the approval of the Mission, has been returned, the others are carrying on the 
activities above outlined, although they were hired as a group competent to 
conduct a highway maintenance and construction program and are available 
for such purposes. 

RADER AND ASSOCIATES CONTRACT 


Contract between Rader and Associates and ICA/W entered into June 12, 1957 

The BPR representative made the following evaluation: 

The objective of this contract, through the use of this Engineering Consultant 
Group, is to assist the Government of Laos, by the training of Lao personnel, 
to create a highway department, properly staffed and equipped to administer 
a national highway construction program in all of its phases, such as highway 
administration, planning, programing, design of highways and_ bridges, 
materials testing, procurement of equipment and materials, operation and 
maintenance of highway equipment and construction and maintenance pro- 
cedures. 

The performance of the consultants in the fulfillment of the objective of the 
contract, after a year of effort, can only be described as negligible. It appears 
unlikely that they can make any material progress toward this objective during 
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the five months the personnel of this organization will be in Laos, 
required under the contract support this conclusion. 

The specialists to be furnished under the contract have all been Provide) 
Their activities to date have generally been in the field of making road ani 
bridge condition reports for the determination of highway needs With th 
intention of formulating a program of future developments and Setting up br 
orities of work. They also carry on such engineering duties as directeq \ 
USOM/Laos. Recently, interest by USOM/Laos, has been expressed through 
their approval of a survey of the Vientiane-Thadeua Ferry Road, probably th 
most important route in Northern Laos. Be 

This consulting group has also carried out a maintenance demonstration, 
project of 1 Km of highway adjacent to Vientiane. Some soils studies have 
been mode and a soils and materials laboratory for the Lao Government Public 
Works Department is presently under construction. Equipment condition sur. 
veys were made. These surveys covered only a small percentage of the equip. 
ment but did confirm the incompetency of the Okinawan equipment operators 
in the field of ordinary care and servicing, and also developed the fact that the 
Laotian equipment operators were not receiving any trained supervision. 

The reports of the Rader Associates consistently reflect inability to estab. 
lish Laotian counterparts to work with their specialists. In this endeavor they 
advise that past actions of the Mission personnel have been indifferent and 
the present Lao Minister of Public Works is not sympathetic. In a conversation 
with the Minister of Public Works there was indicated by the indirectness of 
his answers to inquiries on this point, support for this feeling. The Rader 
group has also expressed themselves as being handicapped by the departure 
of the French from various posts within the Ministry of Public Works of the 
Kingdom of Laos, with resulting lack of continuity or direction in the wor 
efforts of the Travaux Publics (Lao Government Department of Public Works). 

The local Rader group, aware that the main purpose of their being in Laos 
will probably not be accomplished under existing circumstances, has requested 
the Mission to give consiveration to the allotment of local currency to pay the 
cost of salaries of selected Lao trainees so that after training they will be 
somewhat equipped to assume posts in a Lao Thavaux Publics highways organ. 
ization. They have requested that this action be taken immediately if any 
worthwhile accomplishment is to be expected within the remaining few months 
of their stay. 

The expenses of the personnel provided under this contract are reimbursable 
and their work is under the direction of the Laos Mission. Any failure to ut 
lize the personnel of this consulting group to the maximum extent is the 
responsibility of the Mission. The present personnel of the Mission are recog. 
nizing this responsibility and are actively engaged in a program of full utiliza- 
tion of the talent available. 

Inasmuch as the special objective of this contract is of great importance and 
naturally suggests a highly qualified professional group of highway engineers 
of considerable experience and ability and specialists in their field of endeavor, 
a study was made of the background and experience records of the personnel 
sent here to do this work. This study appears to indicate that the detailed pro- 
fessional records, required to be submitted for approval of ICA as to qualifica- 
tions, etc., were given little or no review. 

Recommendation No. 19.—This contract should not be renewed. 


The Teports 


Mr. Reppan. Without moving into any more specific contracts, Mr. 
Burns, is there anything that you can tell the committee with respect 
to your findings that you have not already covered ? 

Mr. Burns. On this particular contract, Mr. Reddan, it was very 
difficult for me to do anything. One of the provisions in the contract 
which specified the work that was to be performed, one of the main 
things, stated “He shall not be responsible for completion of any 
work,” and therefore, when the engineer would try to measure per- 
formance, we had nothing to measure. 

Mr. Reppan. Which contract was that ? 

Mr. Burns. The one we are speaking of, L-9. 

Mr. Reppan. The one for road maintenance ? 

Mr. Burns. That is right. 
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Mr. Reppan. Do you know who was responsible for that contract ? 

Mr. Burns. Mr. Miller was the contracting officer, but we must 
hear in mind that since these were industry contracts, Mr. McNamara 
would be poe to see that these particular things were carried 
out. He was -ublic Works and Industry Officer. 

Mr. Reppan. Had there been a contract prior to the final contract 
ghich did give the contractor responsibility! _ 

Mr. Burns. Was there a contract prior to this one? 

Mr. Reppan. For road maintenance 

Mr. Burns. This, to the best of my knowledge, was the first one 
which the Mission entered into for road maintenance, this is the first 

-act. 
Ta Biboan. What was the dollar volume of that contract ? 

Mr. Burns. The original contract was $25,000, and subsequently 
amended to $50,000. Wr 

Mr. Reppan. Again, that got around the ICA provision 

Mr. Burns. It didn’t have to go to Washington, because it was 
under $25,000. 

Mr. Reppan. It had to go—— 

Mr. Burns. It did not have to go. 

Mr. Reppan. Did not have to go to Washington. 

Was that contract subsequently amended ? 

Mr. Burns. It was, and this is one of the peculiar things about it. 
The contract was amended and as the report indicates later on, 
amended to get money to finance another contract, for which there 
was not sufficient money. 

Mr. Harpy. Explain that, please. 

Mr. Burns. This contract was increased to $50,000 to obtain money 
to finance another contract. 

Mr. Harpy. Another project ? 

Mr. Burns. As this report points out. They needed money to con- 
tinue the contract for the maintenance and handling of the road 
equipment. They did have the original amount of the PIO/C, $24,900, 
which was to finance the equipment maintenance contract, but when 
this contract exceeded the funds available under the PIO/C, they 
needed additional money and the only place they could get it was out 
of this particular contract. 

At least the record shows, and from what information I could get, 
this road maintenance contract was amended to $50,000 to finance the 
equipment contract. 

I questioned Mr. Peabody on this, and he told me that he did not 
know he was signing an amendment to the road maintenance contract. 
The amendment which Peabody signed points out that it was for 
road maintenance. 

Mr. Reppan. What was the date of this amendment ? 

Mr. Burns. March 3, 1957. 

Mr. Reppan. 1957? 

Mr. Burns. That is right. 

Mr. Reppan. When did the machinery come in ? 

Mr. Burns. The equipment first began to come in during July 1956, 
as stated by a Mr. Schmiedl. Mr. Schmied] was a construction engi- 
neer, that was his title, and his job was to monitor the arrival of this 
equipment. He worked under Mr. McNamara, and he told me the 
equipment began to arrive in late July of 1956. 
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Mr. Reppan. Had Universal been receiving that equipment fp, 
July until October ? 

Mr. Burns. Well, they had not been receiving it. From what jy 
formation I obtained, they were helping the Mission to receive it a 
it began to dribble in, and they had to assemble it in the Misgig 
compound. 

The Mission compound consists of a number of buildings surroung. 
ing a big open field. These buildings were Mission offices and Misgig, 
resident houses. They assembled the equipment in this particuly, 
field. 

And on October 10, the Mission entered into a contract with Uhi- 
versal to receive and maintain the equipment as well as to start traip. 
ing Lao personnel in the operation and handling of this equipment. 
that was October 10. 

The reason, as I understand, they entered into this contract—apj 
I obtained this information from a Mr. Duffy, who was general map. 
ager of Pioneer Construction Co.—the reason why they entered int) 
that, Mr. Duffy found out first, that they entered into a contract On 
this road contract which I spoke of, and also entered into this contra¢ 
without soliciting competitive proposals, and when he complained 
then they began to send in competitive proposals for this contract, 

Mr. Reppan. They sent out proposals after they made the contraet! 

Mr. Burns. The contract was dated October 10, 1956, and proposal 
dated November 1, 1956. 

Mr. Duffy’s bid was some $36,000, approximately. 

And Mr. Peabody bid $15,950. 

But when it finally came out, although this particular contract was 
for only $15,950, the actual amount paid was $49,657. 


Mr. Harpy. So they got $25,000 under this modification of th 


road maintenance contract # 

Mr. Burns. That is true. 

Mr. Harpy. Where did they get the rest of it? 

Mr. Burns. The PIO/C was for $24,900. When the contract wa 
written up, it was written under this particular PIO/C—— 

Mr. Harpy. Even though the proposal was for $15,000? 

Mr. Burns. Even though contract for only $15,000, they had suf- 
ficient funds in the PIO/C up to $24,900. 

Mr. Harpy. The contract was a lump-sum contract? 

Mr. Burns. Lump sum. 

Mr. Harpy. For 15,000-some-odd dollars ? 

Mr. Burns. Yes. 

Mr. Harpy. Finally wound up by paying $49,000? 

Mr. Burns. That is right. Lump-sum contract for $15,950 and 
only supposed to last for 60 days, thereabouts, approximately 6) 
days. 

Mr. Harpy. I see. 

Mr. Burns. But the actual amount of days that it took to carry out 
contracts was 177 days, and the total amount of the contract and 
actual charge against the contract was $49,667. 

Mr. Harpy. What responsibility did the Controller have for that! 

Mr. Burns. It was the responsibility of the Controller not to pay 
any more than the $15,950. That is all the contract was for. That 
was the obligating document, when he records this in his records, 
that is obligation and he could not exceed that. 
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_ Mr. Harting was Controller at that time? 

= Sant He was Controller at that time. 

Mr. Reppan. Did you find any other examples, other than you have 
jready given us, where the Mission issued a series of contracts for 
7 ast under $25,000, which would 

Mr. Burns (interposing). No, none came back, Mr. Reddan, these 
were the only ones, where they did that. 

Mr, Reppan. Did you find any other examples of certification of 
work done where the Mission records failed to contain any records 
that the work had been done? 

Mr. Burns. Most of the contracts were that way, where there were 
no specifications and blueprints. Most of the contracts entered into, 
administrative services contracts and these contracts, I couldn’t find 
specifications and blueprints, no way I could measure, other than 
the frst contract that I mentioned, the barracks contract. In the 
other ones, there were no specifications and no way for me to measure 


performance. ' 
Mr. Reppan. Who made those certifications of satisfactory per- 


formance ? ; : 

Mr. Burns. Most of these technical contracts were certified by Mr. 
McNamara. Where there were indications of certification, it was by 
Mr. McNamara. On some invoices, there was no certification whatso- 


ev! 





Mf Reppan. What was the total amount of contracts received by 
Universal Construction Co. 

Mr. Burns. $603,205.40. 

Mr. Reppan. Does that include the contract for the repair of roads 
and training of highway personnel ? 

Mr. Burns. Is this the contract with the Lao Government you speak 
of! 

Mr. Reppan. Yes. 

Mr. Burns. No, it does not. That was $1,068,500. 

Mr. Reppan. So what was the total including the contract with the 
Lao Government ? 

Mr. Burns. $1,671,705.40. 

Mr. Reppan. And over what period of time did Universal receive 
these contracts ? 

Mr. Burns. From, well, beginning at the end of 1956 through 1957. 

Mr. Reppan. And was it in connection with the Lao Government 
highway contract that Universal was given the machinery, the high- 
way machinery which had been brought in there that you have just 
been referring to? 

Mr. Burns. Yes. 

Mr. Reppan. Do you know what the value of that machinery was? 

Mr. Burns. $1,500,000. 

Mr. Reppan. Do you know who in the Mission turned that ma- 
chinery over to the Lao Government ? 

Mr. Burns. I have the correspondence which shows Mr. McNamara 
turning the equipment, saying this equipment should go over to the 

Government. 

Mr. Reppan. In connection with your examination of the other 
contractors in Laos, Rader and Vinnell, did you find that the turning 
over of this machinery and equipment to the Lao Government ad- 
versely affected the work of those two companies / 

41067—59 25 
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Mr. Burns. It did adversely affect the work of Vinnell Co, , 
cause when they got there, all the equipment that they were suppoe. 
to survey, and to instruct the Lao personnel to use, was in the hand 
of Universal on this particular road contract. 

Mr. Reppan. And during what period of time was Vinnel] unabk 
to perform under their contract ? 

Mr. Burns. I would say from July of 1957 until about the begin, 
ning of 1958. 

Mr. Reppan. How much was that costing the American Gover. 
men during that period ? 

Mr. Burns. The amount of that contract, it would be hard to 
I would have to break it down for the particular month. 
the information for you. 

Mr. Reppan. What was the total amount of the contract? 

Mr. Burns. I don’t think I have made a record of that, Mr. Redday 
I can get it for you. 

Mr. Reppan. If you would, please, sir. 

(The information requested follows :) 


Say, 
I can gel 


Total dollar reimbursements, contract No. ICA-W-253-8, Vinnell 


CECE COGN a haiti So keen rtinnin eit edb asewecnmananesendannmtgg $530, Ou 
De trons AATIORTS T90e 6 ne ee one awk e~o cape anh 416, 0% 
Reimbursed during period July 1, 1957, to Jan. 1, 1958__-___________ 368, 54! 


Mr. DeWuiupe. That should be clarified a bit; isn’t it true that th 
Vinnell people didn’t arrive until late in 1957 ? 

Mr. Burns. Well, they sent an advance group I believe in Augug 
of 1957, or July of 1957, even before the contract had been entered 
into. 

Mr. Reppan. What was the date of the transfer of that equipment 
to the Lao Government by the mission ¢ 

Mr. DeWixpe. There is a question on that particular point becaus 
the title rests, we believe, with the Government of Laos. Normally, | 
this type of equipment, even though it were consigned to the Mission, 
the title would rest with the Government of Laos although because of 
the consignee factor, that may require legal interpretation, but sub 
sequently after the Vinnell people arrived, there was a rearrangement 
whereby the Vinnell people were put usefully to work to avoid th | 
duplication between Universal functions and Vinnell functions. 

Mr. Harpy. Well now, if Mr. DeWilde is going to testify, we ar 
going to have to ask him to be sworn. Do you want him to testify 
now, Mr. Reddan. 

Mr. Reppan. We can. 

Mr. Harpy. Will you come up and be sworn, Mr. DeWilde. 

(The witness, John E. DeWilde, was sworn by the chairman.) 


TESTIMONY OF JOHN E. DeWILDE, DIRECTOR, AUDIT DIVISION, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Reppan. Mr. DeWilde, did I understand you to say that the 


Mission turned this machinery over to the Lao Government to prevell 


duplication of effort between Vinnell and Universal ? 

Mr. DeWipr. No, sir; that is not correct. The arrangements welt | 
made after this duplication in scope of work between the Univers! | 
Construction Co. under their contracts with the Government of Lao | 
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and the scope of er for the Vinnell contract, which was negotiated 
on. 
Ta, “When did Washington first know that Universal was 
in the picture in this battle of machinery maintenance and training 
rogram, and so forth ? 
P a, DEWILDE. I am not entirely sure when the responsible officers 
ng nee when Universal was assigned this or given this particular 
rapes, Isn’t it true, Mr. DeWilde, Washington didn’t know 
anything about Universal until after Vinnell had received the contract ¢ 

Mr. DeWue. I am not certain at what point. ae 

Mr. Harpy. If they knew it beforehand, I¢ A/W ashington was cer- 
tainly stupid to contract with Vinnell for work for which there was 
already a contract in the field, wouldn't that be true? I would think 
Mr. Kessler’s group would not have entered into a contract here for 
performance of identical work for which a contract had been let in 
oe DeWine. Except there were two contracts involved with Uni- 
versal. The first one being, as Mr. Burns testified, for the interim 
period of time, under a contract between the Universal Construction 
Co. and the USOM. 

The second contract, which was also referred to, represents a con- 
tract between the Universal Construction Co. and the Government 
of Laos. ee 

Mr. Harpy. If it is true, as you indicated a while ago, that legally 
the title to the equipment was vested in the Lao Government by the 
time it arrived there, and I think that was the purport of what you 
said a minute ago, if that is true, then on what basis should there have 
been a contract executed here with Vinnell by the ICA/Washington 
for the performance of maintenance on equipment which belonged to 
the Lao Government ? 

Dr. DeWitpr. That contract, as in most of our contracts, I believe, 
represents a contract for the benefit of the Government of Laos, which 
is financed by ICA, but the parties of the contract, I believe, in this 
particular instance, was what we call a direct contract. 

Mr. Harpy. Well, then, somebody in Washington goofed by setting 
up a contract with Vinnell. 

Mr. DeWixpe. No, sir; I believe not, because the request from the 
Mission for contract services requested the execution of a contract for 
this particular purpose. 

Mr. Harpy. Even though a contract also existed with Universal. 

Mr. DeWixpr. With respect to the contract with the Lao Govern- 
ment with Universal, at the point of time that the Vinnell contract 
was requested and subsequently executed, I don’t believe that Washing- 
ton knew that this arrangement existed between the Lao Government 
and Universal. 

Mr. Harpy. I would think that was probably correct, but I would 
have a hard time understanding the basis on which you seek to justify 
the Mission request with the one they executed with Vinnell. 

_Mr. DeWine. I am not attempting to justify that particular ac- 
tion, Mr. Chairman. I attempted to point out, in response to the ques- 
tion, that—whether Vinnell contract was a total loss, that subse- 
quently the mission did, and Washington confirmed an arrangement 
where the scope of work under the Vinnell contract would be redefined 
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so that this duplication would be eliminated, and we have some re 
to believe that this adjustment of use of people was actually a 
plished. — 

Mr. Harpy. What actually happened was that ICA/Washin 
contracted with Vinnell to perform work in Laos which they Were of 
permitted to perform. Then you tried to find something else fy 
them to do so it wouldn’t be a total loss. If there had been any bey 
sonable exercise of judgment in the beginning, the contract would 
never have been executed. 

Mr. DeWiue. Certainly there shouldn’t have been two contrags 
executed for this. " 

Mr. Harpy. And the Universal contract was already in existeng 
before the Vinnell contract was ever signed; isn’t that true? 

Mr. DeWupe. I don’t believe the Universal contract with Lao (yy. 
ernment was signed. Iam not sure of the timing of that. 

Mr. Reppan. Mr. Chairman, I had proposed to go into this in mon 
detail at a little later date. We have the documents which will shoy 
Vinnell people were arriving on the scene in December, 3 weeks befoy 
the contract was made between Universal and the Lao Governmeny, 
and that the contract between Universal and the Lao Government Wy 
made at the urging of the Mission. 

Mr. Harpy. Between Universal and Lao Government? 

Mr. Reppan. Yes, sir. 

Mr. Harpy. Was made at the urging of the Mission ? 

Mr. Reppan. Yes. 

Mr. Harpy. After the Vinnell contract had been executed? 

Mr. Reppan. No, the contract hadn’t been executed but Vinnd 
personnel were on the ground operating under a letter agreement 

Mr. Harpy. There certainly will need to be clarification of tha 

Mr. Meaper. Mr. Chairman, I noticed Mr. DeWilde was noddiy 
and I don’t know whether the reporter got it. 

Were you agreeing with the statement the counsel made? 

Mr. DeWitpe. My recollection is that the statement that the com. 
sel made is substantially my understanding of the arrangements tha 
existed at that particular point in time. 

Mr. Harpy. Which leads me to just this one thought, if the Vi- 
nell people were already over there under a letter of intent to awanl 
them a contract by Washington, and the Mission urged the ee 
cution of a contract with Universal, who in the Mission was r 
sponsible for that and what did Washington do to clear it up? 

Did Washington do anything other than to try to make some work 
for Vinnell so that their trip wouldn’t be a complete loss ? 

Mr. DeWitpe. No, sir; I think in pet of time, it was just the 
opposite as our report, indicates. I think it was improper to har | 
two contracts which covered the same scope. 

Mr. Harpy. And the Mission then was responsible for that? 

Mr. DeWirpe. Except when the Universal and Lao Governmet 
contract was first executed, I think this, as best we can tell, we | 
unilaterally done between the Lao Government and Universal Co- | 
struction Co. without the approval of the USOM, although then 
is some conflicting information on this point. . 

Mr. Harpy. Mr, Burns, you say you were over there 40 days! 

Mr. Burns. Approximately 40 days. 

Mr. Harpy. Did you ever visit the Pam Pam house? : 
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ns. Yes, sir. 

aoe Did you ever play any poker in there? 

Mr. Burns. No, sir, I did not. 

Mr. Harpy. What Mission personnel, to your knowledge, did get 
into poker games there with Universal personnel? — 

Mr. Burns. I have no knowledge of any Mission personnel play- 
ing poker with anybody in the Universal at all. 

r. Harpy. How often did you see Mr. Willis Bird ? 

Mr. Burns. I saw him on one occasion, that was when I went 
to Bangkok to pick re a letter. Prior to going there, I wrote a let- 
ter to Mr. Peabody, listing all these questions which I wanted an- 
swered. And he told me he would have to go to Bangkok to get 

information. 
tn vhen I went ay office of Universal Construction Co. in Bang- 
saw Mr. Bird. 
5 Harpy. For what purpose did you visit Pam Pam house? 

Mr. Burns. To talk to Mr. Peabody. That is where he was. 

Mr. Harpy. Did you go for refreshments or entertainment at 

? 

Mr Burns. No, sir. 

Mr. Harpy. You never went to the Pam Pam house after working 

urs? 
ne Burns. No, sir. 

Mr. Harpy. Then if there had been a poker game going on, if you 
knew about it, it would have had to be during working hours? 

Mr. Burns. If I knew about it, yes. 

Mr. Harpy. Any entertainment of that kind that took place after 
working hours, you wouldn’t know about? 

Mr. Denice: No, sir. 

Mr. Harpy. Thank you, Mr. Burns. 

We may need you later, but so far as I know now, we are through 
with you. 

Mr DeWnor. Mr. Chairman, may I make one further statement ? 

After Mr. Burns returned to Washington, and was in the process 
of finalizing his report, we were of course concerned about the find- 
ings of the report and even prior to the issuance of an official report 
in November sometime, we did hold meetings with the responsible 
officers in Washington and recommended, and the agency subse- 
quently took, what action could be taken to correct this situation. 

It included a message to the field, issued on October 15, which 
instructed the Mission not to enter into any more contracts with 
Universal Construction Co., and suspended all payments still due to 
Universal Construction Co., and advising the USOM that they were 

uired to thereafter follow all ICA/W contracting procedures. 

n addition, because the report involved the actions of employees 
in ICA, we recommended that the Office of Personnel Security and 
Integrity make an investigation of all the circumstances surroundin 
these findings of the auditor, and to determine the extent to which 
any irregularities concerned personal action of employees. 

In addition, in order to establish our recourse, if any, against Uni- 
versal Construction Co., in items where it was not clear to the auditor 
or to us, we asked the Office of General Counsel to make an examina- 


tion to determine the extent of our recourse against the Universal 
Construction Co. in Laos. 
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Numerous actions have been taken. Our action on this particy] 
audit, or the agency action, has not yet been finalized, but we ra 
that the irregularities, noted in this report and testified to by 8 
Burns this morning, are in process of correction. 

Mr. Harpy. Mr. DeWilde, one thing that strikes me rather force. 
fully in connection with what you have just said is this: Near} eve 
individual that Mr. Burns referred to as having responsibility in gop. 
nection with the shortcomings in Laos now finds himself in as 
or possibly better job. It leaves a question in my mind as to Whether 
or not PSI is performing satisfactorily and as to the basis on which 
the top people in the agency evaluate this kind of information on 
personnel in the field. 

Mr. DeWiupe. Mr. Chairman, I don’t know whether they have got: 
ten better jobs, except possibly in the sense that a transfer from [a 
would be a desirable one. 

Mr. Harpy. Would you say a job in Spain would be preferable to; 
comparable one in Laos? 

Mr. DeWrttpe. Yes, but that is a matter of normal policy; for em. 
ployees having served in an extreme hardship post, an attempt i 
made to give them a better assignment on their next tour of duty, 

Mr. Harpy. So that a man whose performance is deficient in om 
country is simply transferred to another country that is consider 
a more desirable assignment. 

Mr. DeWipe. Well, that conclusion, Mr. Chairman, is one tha 
PSI, according to their assigned responsibilities, is enjoined to make, 
as to whether the personal wrong-doing on the part of the individual 
involved—and I have no information on that. 

Mr. Harpy. And they have, I take it, completed their investigation! 

Mr. DeWupe. I don’t know whether they have or not. 


08 


Mr. Harpy. I don’t know, either. It leaves me to wonder as to the 


adequacy of your Personnel Security and Integrity activities dom 
there. 


Mr. Meaper. Mr. DeWilde, did I understand that these five sepa. | 
rate steps were all ordered on October 15, 1958, that you have just | 


testified to? 

Mr. DeWixpr. The date this message was sent is October 24, 1958. 

Mr. Meaper. Twenty-four. Ihad it 15. October 24. Did that con 
tain—that didn’t contain all five items? Item 1, as I got it, wasn 
further contracts to Universal; item 2, no further payments to Uni- 
versal; 3, follow contract procedures; 4, the Office of Personnel Se 
curity and Integrity to investigate the personnel. That wouldn’t bein 
the airgram, would it? 

Mr. DeWuper. Yes, sir; we were advising the Mission of actions 
that had been assigned to Washington. As is customary, with al 
our audits and examinations, we make recommendations and the 
last. two, that is, the question of investigating the irregularities con- 
tained in the report, insofar as they relate to personnel employed by 
ICA, this was assigned to PSI, which is the Washington office. 

And the questions as to legally what recourse we had against the 
contractor, on questions where we were in doubt as to whether we did 
have legal recourse, this question was assigned to the Office of Gen- 


eral Counsel to determine the extent of our claim against the com | 


tractor in those instances where we were not certain. 
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Mr, Meaver. In that letter, you also advised the Mission in Laos 
that you were asking the General Counsel to determine the extent of 
10M’s claim against the contractor. Is that correct? 
Mr. DeWiupe. Yes, sir, that is contained in the last paragraph 
of this message, which indicated to the Mission what course of action 
had been decided to take here in Washington, as a result of their 


a With respect to items 4 and 5, the investigation by the 

Office of Personnel Security and so on, and the study of the General 

Counsel, what, if any, progress has been made in the 4 months, or 

almost 5 months now, that have elapsed since the date of that air- 
? 

Or. DeWupe. I think progress has been made. 

Mr. Meaper. What progress, to your knowledge, has been made? 

Mr. DeWupe. To my knowledge I have seen copies of memoran- 
dums addressed by the Office of General Counsel and by the Office of 
Personnel Security and Integrity to the Regional Director of the Far 
East Area. 

Under our system, in a closing audit report, and following up on 
actions taken as a result of audit reports, the Regional Director, in 
this instance, is responsible for making a consolidated report of ac- 
tions taken to Dr. Fitzgerald, Deputy Director, and a copy comes to 
us, and after that report is made, to get our opinions as to whether all 
actions proposed or taken, are satisfactory in our view to settle the 
problems raised by any of the audit reports. 

The last item, which is the consolidated report of actions taken, 
has not yet been prepared or at least I have not received a final copy 
of that. 

Mr. Meaver. Who is the Regional Director? 

Mr. DeWitpz. That is Dr. Moyer. 

Mr. Meanver. Do you get interim reports of this investigation by 
the Office of Personnel Security ? 

Mr. DeWitpe. Yes, sir, we are generally included in the distribu- 
tion of any correspondence relating to progress reports made by of- 
fies to whom action is assigned, so that my staff have an oppor- 
tunity to review the actions taken, even prior to the time that we have 
a final consolidation of the report of actions taken that I referred to 
earlier. 

Mr. Meaper. I would like to ask counsel if we have any interim 
reports made by this Office of Personnel Security and Integrity? 

Mr. Reppan. No, sir. 

Mr. Harpy. You have just discussed, Mr. DeWilde, some evidences 
of improvement that have taken place since this message went out in 
October. During that same period, has there been established evi- 
dence of wrongdoing on the part of any employees? 

Mr, DeWitpe. That would not be my responsibility. 

Mr. Harpy. Wouldn’t you know about it ? 

Mr. DeWine. Yes, to the extent that I have seen correspondence 
from the Office of Personnel Security and Integrity I would say that 
they have not established any actionable case against the employees 
involved in this particular audit and the points raised here. 

Mr. Harpy. You have discovered some rats in the barn but you 
haven’t caught any yet. 
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Mr. DeWue. Mr. Chairman, all of our findings are the ones thy 
are contained in the report discussed this morning. As auditors y, 
do not have responsibility for implementing action as a result of 9» 
findings. 

ie ete, I understand that and I don’t mean to impute to you 
personally, or your office, a responsibility in these aruat have jus 
inquired about. But since you apparently do have knowledge tha; 
there have been improvements, it occurred to me you might also hay, 
knowledge as to whether any of the culprits have been caught, 

Mr. DeWupe. No, I have no knowledge that PSI has taken any 
action against any of the personnel involved in the audit report that 
Mr. Burns testified on. 

Mr. Harpy. Thank you, Mr. DeWilde. 

Mr. Reddan, will you please summarize this discussion. 

Mr. Reppan. Mr. Burns, in summary, as I understand your tegi. 
mony, it is that when you went to Laos to make this audit you got » 
cooperation from the Universal Construction Co. in connection with 
the examination of their records. 

Mr. Harpy. Is that correct? 

Mr. Burns. That is correct. 

Mr. Reppan. That the Mission records were woefully incomplete 
and inadequate for the purpose of making a proper audit? 

Mr. Burns. That is correct. 

Mr. Reppan. That certain of ICA contracting procedures were frp. 
quently ignored by the Mission, or circumvented ? 

Mr. Burns. That is correct. 

Mr. Reppan. And payment was frequently made to Universal with. 
out actual performance being completed, or could you tell from th 
records whether performance had been completed ? 

Mr. Burns. I had no way to determine that, no. 

Mr. Reppan. Would it be fair to say that the Chief of the Puble 
Works and Industry Division, Mr. McNamara, would be the om | 
having the primary responsibility under the Mission Director for thes 
shortcomings ? 

Mr. Burns. Mr. McNamara in certain cases, and the executive off- 
cer in other cases. 

Mr. Reppan. Who would that be? 

Mr. Burns. That is very difficult to say, Mr. Reddan, because then 
must have been about 10 or 15 executive or administrative officers dur. 
ing that time. It would be difficult to say which one did it. 

ou would say the executive office was responsible, and the officer 
in charge at that time was responsible. 

Mr. Reppan. But Mr. McNamara was the Public Works Officer dur- 
ing the entire period covered by the audit ? 

r. Burns. I would say he was responsible, yes, sir. 

Mr. Harpy. Thank you, Mr. Burns and Mr. DeWilde. 

Thereupon, Edward T. McNamara was duly sworn as a witness and 
testified as follows :) 
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FURTHER TESTIMONY OF EDWARD T. McNAMARA, FORMER CHIEF 
OF PUBLIC WORKS AND INDUSTRY OFFICE, U.S. OPERATIONS 


MISSION, LAOS 


Mr. Harpy. Your name is Edward T. McNamara? 

Mr. McNamara. Yes, sir. ; 

Mr, Harpy. And you are here in response to a subpena issued by 
the committee ? reat hi 

Mr. McNamara. Yes,sir. | 

Mr. Harpy. You have previously been given a copy of the commit- 
tee rules and you know that you are entitled to have counsel with you, 
if you so desire be the 

Mr. McNamara. Yes, sir. ' 

Mr. Reppan. Mr. McNamara, have you been in the room during the 
period of time Mr. Burns has been testifying? 

Mr. McNamara. Just the latter part of it. 

Mr, Reppan. During the time that you were here, was there any- 
thing in his testimony that you would like to comment upon at this 
time! ; 

Mr. McNamara. I don’t believe so, sir. 

Mr. Reppan. Could you, for the record, Mr. McNamara, give a very 
brief statement as to your educational background and your expe- 
rience? 

What is your present address ? 

Mr. McNamara. 60514 West Henry Avenue, Tampa, Fla. 

Educational background: I am a high-school graduate. I took some 
International Correspondence courses in structural engineering. I did 
not complete any. I had some process engineering courses with Gen- 
eral Motors Institute, while in their employ. I took a business course 
for about a year in Drake College, and I attended very briefly a traffic 
engineering course at the Catholic University. 

.Reppan. Are you a registered engineer ? 

Mr. McNamara. No, sir. 

Mr. Reppan. When did you first become employed by ICA ? 

Mr. McNamara. In November 1955. 

Mr. Reppan. Did you apply for the job or did they seek you? 

Mr. McNamara. My first knowledge of the job was a letter to me 
from ICA. 

Mr. Reppan. Do you know how they came to write to you? 

Mr McNamara. Yes, sir. 

Mr, Reppan. How was that, sir? 

Mr.McNamara. I was recommended by Mr. Hill. 

Mr. Reppan. Who is he? 

Mr. McNamara. Mr. Hill previously was the USOM Public Works 
Officer in Bangkok, Thailand. 

Mr. Reppan. How long have you known Mr. Hill—is that Tom 
Hill? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. How long had you known him? 

Mr. MoNamara. Since June of 1953. 

Mr. Reppan. What was your association with him? 

Mr. McNamara. We were both employed by Peter Kiewit Sons. 
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Mr. Reppan. You were employed by ICA for what sort of, 
position ? 

Mr. McNamara. Public Works Industry Officer in USOM Las 

Mr. Reppan. Did you know at that time what your duties Wer 
supposed to be ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Were you ever given any specific indications ag to 
what your job was supposed to cover? 

Mr. McNamara. Yes, on arrival at the Mission I was given th 
form which was used in setting up the job. . 

Mr. Reppan. You were told upon your arrival ? 

Mr. McNamara. Upon arrival at the Mission I was given a copy 
of the form which was used in setting up the position. ’ 

Mr. Reppan. Did your position require the certification of the per. 
formance of work by the various contractors prior to payment? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. There was some discussion here this morning with 
respect to a contract between the Lao Government and Universal (yp. 
struction Co. in the original amount of three hundred and som 
thousand dollars. Did you have anything to do with that contrag 
sir? 

Mr. McNamara. Yes, sir; I had no official status in it. It was, 
contract between Universal and the Lao Government, but I was instn. 
mental in the establishment of the contract. 

Mr. Reppan. Would you explain in what way you were instr. 
mental, sir? 

Mr. McNamara. I believed that it was necessary that some useftl 
work be accomplished with the equipment that had been given to th 
Lao Government. There were no technicians in the employ of the 
Lao Government. Universal had a group of Okinawan equipment 
operators, and it was through that particular circumstance that | 
believe the contract was established. 

Mr. Reppan. Did Washington know what you were doing? 


Mr. McNamara. Sir, I believe that there were messages sent to | 


Washington concerning this. 

Mr. Reppan. Did you ever draft any messages concerning this! 

Mr. McNamara. 1 am quite sure I did, when the contract was 
established, and I am hazy on that because I don’t remember exactly 
what went out, but I do know after the contract was established there 
was a monthly report sent to Washington which indicated that ther 

yas a contract between Universal and the Lao Government and wher 

they were working and what they were doing. 

Mr. Reppan. Were you here when Mr. Burns read the total dollar 


volume of the contracts received by Universal during the period of | 


approximately a year ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. The total, $1,672,000. When did you first become x: 
quainted with Universal Construction Co., or any of its personnel! 

Mr. McNamara. I don’t remember the dates, but it was approu- 
mately about the same time as I arrived in Laos. 

Mr. Reppan. Who was it that you met ? 

Mr. McNamara. I met Mr. Williams, Mr. Peabody; later Mr. Ru: 
sell came up to Laos. 
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Mr. Reppan. Do you know Mr. Willis Bird ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Who is he? 

Mr. McNaMara. Well—who is he? at. 

Mr. Reppan. Yes; what is his connection with Universal ? 

Mr. McNamara. I believe he is a partner in the firm. 

Mr. Reppan. How about Mr. Peabody ? : 

Mr. McNamara. I believe he also is a partner in the firm. 

Mr. Reppan. And how about Mr. C. T. Russell ? 

Mr. McNamara. My understanding was that Mr. Russell was an 
employee of the firm. s 

Mr. Reppan. Mr. McNamara, have you ever received from Mr. 
Russell, Mr. Peabody, or Mr. Bird, any gift, money, or other thing 
of value : 

Mr. McNamara. Yes, sir; I have. 

Mr. Reppan. When did that take place, sir ? 

What was the amount ? 

Mr. McNamara. The first instance was through a circumstance 
which initiated over the transaction covering the sale of my car to 
Mr. Russell. This sale was never consummated. 

Mr. Reppan. Would you tell the committee a little more detail 
about that transaction, sir ? 

Mr. McNamara. Well, after some conversations, Mr. Russell agreed 
to purchase the vehicle, which at the time was in the United States, 
for $4,460. 

ar tena What sort of a car was that? 

Mr. McNamara. It was a 1955 Dodge sedan. 

Mr. Reppan. And this agreement to purchase took place when ? 

Mr. McNamara. It was actually put together, I believe, in October 
1956. 

Mr. Reppan. Was the deal ever consummated ? 

Mr. McNamara. No, sir; it was not. 

Mr. Reppan. Did he give you any money ? 

Mr. McNamara. Yes, sir; the arrangement was he would pay half 
of the purchase price in advance. 

Mr. Reppan. And that was $2,230? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. I show you here a photostatic copy of a check drawn 
on the Bank of America, in that amount, by C. T. Russell, and I ask 
you if you have seen the original of that check? 

Mr. McNamara. I believe that is the same check, sir. 

Mr. Reppan. What is the date on that, sir ? 

Mr. McNamara. October 17, 1956. 

Mr. Reppan. What is the endorsement on the back ? 

Mr. McNamara. For deposit only, E. T. McNamara. 
om _ Did you ever receive the balance on the payment of 
that car 

Mr. McNamara. No, sir. 

Mr. Reppan. The deal was not completed; you did not deliver the 
car to Russell ? 

Mr. McNamara. That is right. 

Mr. Reppan. Did you repay that money to him? 
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Mr. McNamara. No, sir; I did not. 

Mr. Reppan. Did he ever ask you for it ? 

Mr. McNamara. No, sir. 

Mr. Reppan. Do you know whether or not Russell was re 
by Bird in that amount? _ 

Mr. McNamara. I don’t know he was, but I believe ] 
— ee ; by Universal, I would say. 

Mr. Harpy. Did you have any conversations with Russe 
youn werlttntenn } rsations with Russell abog 

Mr. McNamara. No, sir, I did not ; no conversations. 

Mr. Harpy. Didn’t Russell tell vou not to worry about it he 

9 


imbursed 


1e was. I don} 


. « 


would be taken care of by the firm, or words to that effect? 

Mr. McNamara. Well, that was how I arrived at the understand 
ing that I was not—I did not repay Russell, he never attempted fy 
collect the money. We did have an understanding. What s ach 
words might have been said, sir, I don’t recall. But the undaeina 
did exist. ae 

Mr. Harpy. The understanding was to the effect that he did no 
expect to be repaid, that Universal would take care of it, is tha 
correct ? 

Mr. McNamara. I was never told that in so many words but that wa 
my understanding. ; 

Mr. Reppan. When you first entered into this arrangement did you 
understand that it was to be a legitimate transaction, you were actually 
going to sell him the car? é 

Mr. McNamara. That was my intention. 

Mr. Reppan. At what point did it become an illegitimate trans. 
action and what was said between you, if anything? 


Mr. McNamara. Sometime several months later, after the car, tomy | 


recollection, arrived sometime in December, or it might have been even 
in January, but it was—there was that spread of time between th 
time we first talked about the sale and the actual delivery of the car 
to Bangkok and the later transport to Laos. 

To the best of my knowledge, we reached an understanding that 
the deal would not be consumated around March or April of 1957, 

Mr. Harpy. March or April of 1957. That would have been, then, 
3 or 4 months after the car arrived and about 6 months after the 
original payment ? 

Mr. McNamara. That is right, sir. 

Mr. Harpy. What took place in that conversation? What happened 
then ? 

Mr. McNamara. My recollection, sir, is that the understanding was 
not reached at any individual conversation. It was various conver- 
sations over an extended period, and Russell decided that he did not 
want to purchase the car. 

Mr. Harpy. Didn’t he stipulate any consideration which you wer 
expected to perform ? 

Mr. McNamara. No, sir, we didn’t go into any detail like that. 

Mr. Reppan. Did you receive any money, stocks, or other things 
of value, from Willis Bird ? 

Mr. McNamara. Yes, sir, I did. 

Mr. Reppan. How much did you receive from Mr. Bird? 
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Mr. McNamara. Canada General Fund stock in the amount of 


$10,000. 


Mr, Reppan. When did you receive this, sir? 

Mr. McNamara. In June of 1957. . 5 stint A ' 

Mr. Reppan. Wane me the basis for this transaction? Why did 

ird sive you this stock ¢ 
Me Wascan. I believe it was for—we had no specific arrange- 
ment, but my understanding was that it was for assistance rendered 
by ml in the establishment of the contract between the Government 
of Laos and Universal. f : 

Mr. Reppan. You did not pay any money for this stock? 

Mr. McNamara. No, sir. 

Mr. Reppan. Have you received any other gifts or things of value 
from Universal, its employees, or anyone else during your tour of duty 
or Nothing that I can recall, sir. 

Mr. Reppan. Did you receive a diamond ring? : 

Mr. McNamara. No, sir, I did not receive that as a gift. 

Mr. Reppan. Did you pay for that? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you borrow any money from any of the Universal 
employees which you did not repay? 

Mr. McNamara. I may have, sir, in not very large amounts. I 
believe I obtained, on one or two occasions, some kip from Mr. Peabody 
which I don’t recall repaying. 

Mr. Reppan. Did you frequent the Pam Pam House with any em- 
ployees of Universal for reasons other than business ? 

Mr. McNamara. Well 

Mr. Reppan. Did you ever have any poker games there ? 

Mr. McNamara. I don’t know what you mean by “frequent,” but I 
went to the Pam Pam House often for reasons other than business. 

Mr. Reppan. What were those reasons, sir? 

Mr. McNamara. Oh, played cards there, on some occasions, social 
visits. 

Mr. Reppan. Who participated in those games, sir ? 

Mr. McNamara. Well, in addition, the games in which I played, in 
addition to myself, Mr. Russell, Mr. Grice-—— 

Mr. Reppan. Who is Mr. Grice? 

Mr. McNamara. He was an employee of the Howell Co. who had 
a contract to work for the Lao Government. Offhand there aren’t any 
other people who come to mind but there were always a considerable 
group there. 


Mr. Mraper. Where there any other ICA personnel present on 
of those occasions besides yourself ? 


Mr. McNamara. I can’t specifically recall, sir, but I believe—it 


~ not unusual for other ICA personnel to be at the Pam Pam 
ouse. 


Mr. Mraper. Do you recall what other ICA personnel participated 
in these poker games or other social activities at Pam Pam House? 

Mr. McNamara. Not specifically, sir. 

Mr. Harpy. Do you remember seeing Mr. Charles Miller there? 


Mr. McNamara. No, sir; I believe that I never saw Mr. Charles 
Miller there. 





any 
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Mr. Harpy. How about Mr. Harting? 

Mr. McNamara. I only recall seeing Mr. Harting there op On 
occasion. 

Mr. Harpy. How about Haynes Miller? 

Mr. McNamara. I never saw Mr. Haynes Miller there, sir, 

Mr. Harpy. How about Mr. Kirby ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. What was Mr. Kirby’s job? 

Mr. McNamara. He was the Area Transportation Adviser, 

Mr. Harpy. Did you see him there frequently ? 

Mr. McNamara. Well, I have been there with Mr. Kirby, sir, 

Mr. Harpy. Did you ever play ina card game with him: there? 

Mr. McNamara. I don’t recall Mr. Kirby playing cards. 

Mr. Harpy. Did you ever see Mr. dePaul / 

Mr. McNamara. Yes, sir; I have. 

Mr. Harpy. Did you ever see him participate in a card game? 

Mr. McNamara. I don’t believe I ever saw him, sir. 

Mr. Harpy. How about Mr. Robbins, did you ever see him ther! 

Mr. McNamara. Yes, sir. 

Mr. Harpy. All of these were on just entertainment trips? 

Mr. McNamara. Yes. 

Mr. Harpy. Did you ever see Mr. Parsons there ? 

Mr. McNamara. No, sir; I don’t believe I ever saw Mr. Parsons, 

Mr. Mraper. Mr. McNamara, how did you pay for the diamon 
ring ? 

Mr. McNamara. There were several informal dealings I had, sir, 
between myself and Mr. Russell. I had won some money in a poke 
game and I didn’t take the money. I procured a watch for his wife 
and I picked up some things from time to time for him when I ms 
on trips. He also picked up some miscellaneous things for my wif 
and my daughters, and in the final analysis, just before I left, I en 
him a check to settle our account. 

Mr. Meapver. Do you recall how much that check was? 

Mr. McNamara. I believe it was two-hundred-and-some-odd dollar 

Mr. Meaper. In other words, you did not pay a specific amount fr 
the diamond ring? 

Mr. McNamara. That is right, sir. 

Mr. Mraper. Do you know—did you have any value in your om 
mind—what the ring was worth? 

Mr. McNamara. Yes, sir, I believe we agreed either $300 or $35). 
I am not sure of that figure, sir, but it was in that magnitude. 

Mr. Meraper. And this, and other purchases that you made for hin, 
and he made for you, were all mixed up and you finally settled, w- 
rived at some settlement of $200 and paid him a check for that! 

Mr. McNamara. That is right. 

Mr. Meaper. That included poker debts and everything? 

Mr. McNamara. Yes, sir, there was not a lot of poker debts, bi! 
there were several hundred dollars that I had won on different oct 
sions. 

Mr. Meaper. But you didn’t have any notations or anything it | 
writing on the accounting of these various transactions? 

Mr. McNamara. We had no accounting, no. 

Mr. Meaper. You just kept it in your head, is that correct! 
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Mr. McNamara. That is about right. 

Mr. Harpy. When you won at poker, did you normally get paid, 
rather than have the debts accumulate? 

Mr. McNamara. Well, if I recall correctly, sir, the first time that 
I won, we had already tentatively entered into this deal with the 
diamond ring. 

Mr. Harpy. Oh,Isee. | 

Mr. Meaper. Now you said you borrowed some kip from Mr. Pea- 
body which you didn’t pay back ? 

Mr. McNamara. I am not sure that I did. I believe that I had, 
when I left there, I owed Mr. Peabody for possibly $200 or $300 

1 of kip. 

“~~ op all Which you have not yet paid back ? 

Mr. McNamara. That is right, sir. 

Mr. Meaver. And there was no evidence of indebtedness or any no- 
tation in writing of that indebtedness? 

Mr. McNamara. No, sir. 

Mr. Meaper. And Mr. Peabody, did he ever ask you for it? 

Mr. McNamara. No, sir. 

Mr. Harpy. Mr. McNamara, it was your responsibility, was it not, 
tosign certificates of performance so that Universal Construction Co. 
could be paid ? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. And I believe you also participated in negotiations 
with Mr. Peabody in arriving at some of the contracts which were 
entered into? 

Mr. McNamara. I don’t believe I ever—yes, that is true, but that 
was not my principal function. 

Mr. Harpy. I was thinking about the testimony of Mr. Burns 
earlier this morning. I believe he indicated that in some of those 
contracts you did do the negotiating on behalf of the Mission. Is that 
correct ? 

Mr. McNamara. I can’t think of any individual contract on which 
I did the negotiations, but I know that I was present during such 
negotiations and did have some participation in them, 

fr. Mpaper. Mr. McNamara, it would seem to me—maybe I am 
not acquainted with the procedures of IC A—that the Public Works 
Officer would have a very real participation in negotiating contracts 
for public works of a construction nature. 

r, McNamara. Actually, sir, under the normal ICA procedures, 
there is practically none of that done in the field. It is only done in 
the field on special occasions. The contract negotiation procedures 
are generally handled in Washington. ) 

r. Meaper. Well, with respect to the contracts which were actu- 
ally let in the field, does not the Public Works Officer participate and 
make recommendations? 

Mr. McNamara. Yes, sir, I did that. 

Mr. Meaper. You did that with respect to those contracts made by 
the USOM in Laos? 

Mr. McNamara. Well, I did that on some contracts. I did not do 
that on all contracts with Universal. 

Mr. Meaper. Now with respect to contracts made in Washington 
and not actually executed in Laos, would you, as Public Works Officer, 
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have studies and recommendations to make in connection with thos 
contracts ? 

Mr. McNamara. Yes, sir, there were recommendations made, 

Mr. Meaper. Weren’t you more or less the Mission’s expert on op. 
struction matters, as the Public Works Officer ? ; 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did Mr. Peabody know of this $10,000 gift to you 
by Mr. Bird? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. You discussed that with him? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did Mr. Peabody also know of this $2,000 deal yo, 
had with Mr. C. T. Russell ? . 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you discuss it with him? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. What was the nature of your discussion, the sub. 
stance, as nearly as you can recall ? 

Mr. McNamara. Well, I don’t recall the details, except that I an 
certain that he was aware of the transaction and knew all about it 
as it progressed to the point where it no longer became active, 

Mr. Reppan. I would like to show you an application for a cum. 
lative investment program and automatic reinvestment of dividends 
wit the Canada General Fund, Ltd., and ask you if you signed that, 
sir? 

Mr. McNamara. Yes, sir, I did. 

Mr. Reppan. What is the amount of that? 

Mr. McNamara. $10,000. 

Mr. Reppan. How did you come to sign that? 

Mr. McNamara. I don’t know—— 

Mr. Reppan. Was it signed at the request of Mr. Bird? 

Mr. McNamara. Yes, sir. 


Mr. Reppan. And purports to be an application by you for Canad 


Fund stock? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Mr. Chairman, I have a letter dated March 138, 1959, 
from the Second Bank-State Street Trust Co., Boston, Mass., ad- 
dressed to the committee and attaching a photostat of a check dated 
June 1, 1957, payable to that bank in the amount of $10,000 by Willis 
Bird, and that is the check which paid for the 646.412 shares of 
Canada General Fund, Ltd., held by Mr. McNamara. 

Mr. Harpy. Let it be introduced in the record. 

(The letter follows:) 

Seconp BANK-StaTe Street Trust C©o., 
Boston, Mass., March 18, 1959. 
Mr. Watton Woops, 


International Operations Subcommittee of the Committee on Government 0p- 
erations, George Washington Inn., Washington, D.C. 

Dear Mr. Woops: In accordance with your request, you will find enclosed 
herewith a picture of the check drawn by Willis H. Bird of Thailand on the 
Bank of America dated June 1, 1957. 

This check was payable to our order in payment of the purchase of 646412 


shares of Canada General Fund, Ltd.. by Edward T. McNamara whose addres 


at that time was in care of the U.S. Embassy in Laos. 
Sincerely yours, 
R. L. Casey. Vice President. 
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Mr. Reppan. Did you receive any airline tickets from Mr. Bird? 
Mr. wae ARE 1 believe I did, sir. I don’t recall specifically 
what dates. 
as. Tickets from Vientiane to Hong Kong? 

Mr. McNamara. I believe so, from Bangkok to Hong Kong. 

Mr. Reppan. What was the value of those tickets? 

Mr. McNamara. I don’t know, sir, I think 

Mr. Reppan. Approximately ? 

Mr. McNamara. Probably something around $100. 

Mr. Reppan. Would that cover all the tickets you received or a 
hundred dollars each time? ’ 

Mr. McNamara. I believe—I am not certain that such transactions 
took place more than about twice. I just don’t recall the details. 

Mr. Reppan. Did anyone accompany you on those trips? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Who? 

Mr. McNamara. My wife. 

Mr. Reppan. Did you receive any tickets from Bangkok or Vientiane 
to Singapore or any other place? , 4 

Mr. McNamara. My recollection is that I purchased tickets from 
Bangkok to Singapore. 

Mr. Reppan. They were not given to you by Mr. Bird or anyone 
connected with Universal ? 

Mr. McNamara. I don’t believe so. 

Mr. Mzaver. Do I understand that your testimony is that on two 
occasions Mr. Bird, or somebody on behalf of Universal, paid for a 
ticket for you and your wife to go from Bangkok to Hong Kong 
and return 

Mr. McNamara. No, sir; just for my wife. I had official travel 
orders. 

Mr. Meaper. They just paid for your wife’s tickets? 

Mr. McNamara. That is right. 

Mr. Meaper. On two occasions, as you recall ? 

Mr. McNamara. I believe there were two occasions. 

Mr. Mzaver. And you did not repay them for the airline ticket? 

Mr. McNamara. That is right. 

Mr, Reppan. Were you recommended for the post of Deputy Direc- 
tor of the USOM in Laos? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Who recommended you for that job? 

Mr. McNamara. The Director at the time, Mr. Robbins. 

Mr. Reppan. And did you have any recommendations from anyone 
not connected with the Mission ? 

Mr. McNamara. I don’t know that I follow you, sir. 

Mr. Reppan. Did anyone from Universal recommend you for that 
job? 

; Mr. McNamara. Well, yes, I believe so. 

Mr. Reppan. Who, with Universal, recommended you? 

Mr. McNamara. Dr. Eckert. 

Mr. Reppan. Who is he? 

Mr. McNamara. A medical doctor, in the employ of Universal at 
that time, 

Mr. Reppan. And he recommended you? 

41067—59 26 














388 UNITED STATES AID OPERATIONS IN LAOS 


Mr. McNamara. It was—Dr. Eckert is a woman, sir. 

Mr. Reppan. Did she discuss this recommendation with yoy Prion 
to discussing it with Mr. Robbins, do you know, or did she diseygg it 
with you at any time? 

Mr. McNamara. Well, there was a lot of conversation between Us 
about it, you might say, sir. I did not seek the position nor did] 
particularly want it. 

Mr. Reppan. Do you know whether or not Mr. Bird recommenda 
you! 

Mr. McNamara. I don’t know, sir. 

Mr. Reppan. Did Dr. Eckert ever tell you of any of her discussion: 
with Bird relative to your nomination for the position of Deputy 
Director ? 

Mr. McNamara. No, sir. 

Mr. Reppan. How did Dr. Eckert happen to recommend you fy 
the job? 

Mr. McNamara. I don’t 

Mr. Reppan. Did you approach her? 

Mr. McNamara. No, sir. I did not seek the position and I didn} 
approach anybody with regard to it. 

Mr. Reppan. You did not seek the position ? 

Mr. McNamara. That is right. 

Mr. Reppan. When did you first learn you were being considered 
for the position ? 

Mr. McNamara. The Director asked me if I would consider the po. 
sition, oh, shortly after he arrived. I think he arrived there in either 
July or August of 1957. 

Mr. Reppan. Do you know whether anybody else was being con- 
sidered for that job? 

Mr. McNamara. When he first approached me, I said that I was 
not interested in it and I recommended Mr. Kirby. 

Mr. Reppan. You recommended Mr. Kirby ? 

Mr. McNamara. To the Director, yes, sir. 

Mr. Reppan. That is the Mr. Kirby who was the Area Transporta- 
tion Officer we have had testimony about this morning ? 

Mr. McNamara. Yes, sir. 





~ 


Mr. Reppan. When did you first know that Dr. Eckert had re. | 


ommended you? 

Mr. McNamara. I believe that she recommended me prior to my 
conversation with the Director about it. 

Mr. Reppan. Did you ever have any argument or quarrel with 
Mr. Kirby about this position ? 

Mr. McNamara. No, sir. I didn’t have any specific quarrel with 


Mr. Kirby. He was quite exercised but he did not display that to | 


me. I know he was upset by the Director’s decision to try to get 
me to come back and do the job instead of using Kirby. 
Mr. Harpy. How do you know that? 


Mr. McNamara. He expressed that to other people, sir, who i | 


turn told me. 

Mr. Harpy. Was Dr. Eckert one of those? 

Mr. McNamara. No, sir, I don’t believe so. 

Mr. Reppan. Did you ever make any payment or give any gilt 
to Dr. Eckert ? 
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Mr. McNamara. Not that I recall, sir. 

Mr, Reppan. Did Dr. Eckert—did you ever employ Dr, Eckert 
‘n her professional capacity 2 

Mr. McNamara. Yes, sir. 

Mr. Mraper. Mr. McNamara, after these contracts with Universal 
were entered into, were payments made from time to time, as work 
was performed ; 

Mr. McNamara. Yes, sir. 

Mr, Mzaver. What were the requirements with respect to estab- 
lishing that the work had been performed so that Universal was en- 
titled to the money under the contract ? ) ; 

Mr. McNamara. You mean what documentation was required! 

Mr, Maver. Yes. ! 

Mr. McNamara. A certificate of satisfactory performance. 

Mr. Meaver. Who signed that ? 

Mr. McNamara. I did, sir. 

Mr. Meaver. Did they present invoices indicating that work had 
been performed ? What was presented to you? | 

Mr. McNamara. Nothing, sir. The system is that the invoice goes 
to the Controller, and the person responsible for the administration 
of the contract, without getting into the money side of it, but the 
actual work phase of it, is required to sign a certificate of perform- 

ce. 
our. Meaper. What detail, as to the work performed, is on that 
certificate ? 

Mr. McNamara. None at all, sir. It is just a form in which you 
cite the name of the contractor, and the name or number of the con- 
tract, and an area or a portion for such unsatisfactory accounts as 
you might consider, or such objections as you might take and then 
a place for signature. 

fr. Mzaper. Did you or did you not take exception to the repre- 
sentation of the contractor that such performance had been com- 
pleted as entitled him to the money he was asking for? 

Mr. McNamara. Well, I never took any exception. However, by 
the same token I never had any knowledge as to the amount of money. 
That wasn’t part of the procedure. 

Mr. Meaper. You never took any exception to the quality of per- 
formance, or any representation as to the amount of performance? 

Mr. McNamara. That is right. This form was issued and signed 
by me on request, and I signed that the work had been performed 
satisfactorily, where I had no reason to think it was unsatisfactory. 
I didn’t—well, there were times when I knew the amount of money 
involved, but that was not regularly part of the procedure. 

The two pieces of paper did not come together at any desk, is what 
I mean, the satisfactory performance was one thing and usually the 
billing was in the Controller’s office. 

Mr. Maver. Suppose that the contractor billed for more man- 
hours than had been spent on the job or more materials than had been 
spent on the job so he was not really entitled to the amount of money 
he was claiming, who would discover that, in ICA 4 

Mr. McNamara. Under the system, as I understood the system, I 
think it could go undiscovered. 
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Mr. Harpy. Didn’t you actually have one service contract whis, 
was based primarily upon the number of persons that he had is 
ployed? : 

Mr. McNamara. Yes, sir, we did. 

Mr. Harpy. And didn’t Universal submit vouchers indicating that 
they had employed so many people over a given period of time, whicl 
you had to certify was accurate ! . 

Mr. McNamara. Well, that is what I am trying to say. In qj 
cases I didn’t always have this billing. 

Mr. Harpy. How could you certify to performance if you didn} 
have any way to determine how many people they actually had ep, 
ployed and working on the job? 

Mr. McNamara. Well, the certificate was merely for satisfactory 
performance and I signed it as satisfactory, if I didn’t have any reagoy 
to think it was unsatisfactory. 

Mr. Harpy. In other words, if they submitted a performance whic, 
called for the employment of 50 people, on a certain number of ep. 
secutive days, just to use an illustration, you didn’t check their books. 
you just aceepted that figure unless you had some personal reason ty 
believe it was not so? 

Mr. McNamara. That is right. 


job? 
Mr. McNamara. I didn’t have that kind of check; no sir. I kney 
from personal observation and reports that the work was being 
accomplished. 

Mr. Harpy. You never looked at their books? 

Mr. McNamara. No, sir. 

Mr. Harpy. Did you ever ask them to show you their books? 

Mr. McNamara. No, sir. 


Mr. Harpy. Now with respect to another type of contract; ther 


was a contract for $180,000 on a certain number of houses, I believe 


it was 14. Did you certify that contract for payment? 
Mr. McNamara. Yes, sir. 
Mr. Harpy. And it has also been testified that there was no evidence 


of any specifications. Did you actually inspect those houses for 
performance ? 


Mr. McNamara. Yes, sir. 

Mr. Harpy. On what basis did you inspect them ? 

Mr. McNamara. There was a listing of specifications as part of 
plan. It was not a separately written specification as such. It was 
more or less of a material schedule on the drawing, which is very 
often used for simple type construction. 

Mr. Harpy. Did you discuss that situation with Mr. Burns? 

Mr. McNamara. No, sir, I never met Mr. Burns. 

Mr. Harpy. You didn’t meet Mr. Burns? 

Mr. McNamara. No, sir. 

Mr. Harpy. You were already back before he got there? 

Mr. McNamara. I believe so. 

Mr. Harpy. But this was a $180,000 contract, as I recall it, and all 
you had was a set of plans with a list of material on it. 

Mr. McNamara. That is right, sir. The plan showed the layout 
of the building, and there was some details showing the manner in 
which it would be constructed, where that was required. 


Mr. Harpy. You didn’t check to determine who was actually on the | 
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I believe there were roof details on it and some cabinet details and 
there was & bill of materials as part of t he plan. 

Mr. Harpy. That was all the specifications you had to go by? 

Mr. McNamara. Yes, sir. ; 

Mr. Mzaver. Mr. McNamara, I got the impression from your testi- 
mony that your performance as Public Works Officer in certifying 
that the contractor had performed satisfactorily, as you say without 
having any detail, without going to. his books and so on, that the 
method you employed, and your performance, in your position, was 
fully in accord with ICA regulations. 

Mr. McNamara. I believe it was, sir. 

Mr. Meaver. ICA regulations require nothing more than that a 
Public Works Officer certify satisfactory performance unless he hap- 
pens to know that some inaccuracy exists In the representations made 
by the contractor ? 

“Mr. McNamara. Well, I don’t know that that is what the regula- 
tions are, sir. I did not know of any regulations to the contrary. I 
was told, I believe by the Controller’s office, that the certification had 
nothing to do with the bill or the amount of payment. 

It was just—it was a certification that the contractor was perform- 
ing satisfactorily. 

Mr. Meaper. Just in general ? 

Mr. McNamara. That was how I understood it and that was how I 
acted upon it. 

Mr. Meaper. And if the contractor was asking for twice as much 
as he was entitled to, on the basis of the work actually performed on 
the contract, would you have, as Public Works Officer, no responsibil- 
ity for saying he has only done half as much as he is claiming. 

‘Mr. McNamara. Well, I don’t know whether—I don’t know about 
the responsibility, but, for instance, in the case of contracts which are 
established in Washington, I never saw the bill. The only billings I 
saw were those which were billed directly to the Mission, and those I 
didn’t see as part of the procedure. I more or less saw them you 
might say accidentally. 

Mr. Meaper. Well, do you know of anyone else in the Mission in 
Laos who had the responsibility for certifying that the contractor had 
performed that amount of work for which he was making a claim for 
advance ¢ 

Mr. McNamara. Well, I believe, sir, if there is such a responsibility, 
it probably was mine, or in the position which I occupied, but we had 
no personnel, nor system installed to make a check, a specific check or 
measurement of amounts of work. 

In other words, we didn’t go out daily and check the number of men 
that were doing a given job and see exactly what they were doing. 

Mr. Mraper. But so far as you know there was no one else than 
yourself that had any responsibility for certifying that the contrac- 
tor had done the work for which he was making claim ? 

Mr. McNamara. I don’t believe so. 

Mr. Reppan. Mr. McNamara, did you review the report prepared 
by Haynes Miller, Report No. 12? 

Mr. McNamara. I don’t know. I reviewed one or two of his, but 
there were several I never actually saw. 
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Mr. Reppan. This is the one on the equipment. I have here q mem 
orandum to Mr. Carl B. Robbins, Director, purportedly from = 
under date of September 25, 1957, commenting on the Haynes Miller 
report. Does that refresh your recollection ? : 

Mr. McNamara. I believe I reviewed and commented on one maybe 
two or three of his reports but as I say, which specific ones T don't 
recall, 

Mr. Reppan. On the first page of the memorandum you list 10 ref. 
erences. Reference No. 4 is “TOICA A-633. Ambassador Parson} 
letter to Sec. of State.” 

In the body of the memorandum you describe reference No, 4 a 
follows: 2 


Ref. 4 (TOICA A-633) forwards to Mr. Arnold, Deputy Director of Technica] 
Services, a highly complimentary letter written by Ambassador Parson in whic 


he expresses his feeling toward the work accomplished by Universal. This is 
only one of the letters in this same tone written by the Ambassador. 

Did you draft any of those letters which you refer to? 

Mr. McNamara. No, sir, I didn’t. 

Mr. Reppan. Did you see the letters you referred to? 

Mr. McNamara. The one letter that I saw, which I believe ig x. 
ferred to there, is a letter to Peabody from the Ambassador. I say 
portions of I believe at least two other messages which were going 
from the Ambassador to the State Department. 

Mr. Reppan. Now, I believe you testified just a moment ago thatif 
you had no adverse reports on performance you just assumed work 
was being performed properly, is that correct ? 

Mr. McNamara. That is right. 

Mr. Reppan. Who would you suspect would give you these advers 
reports ¢ 

Mr. McNamara. For a large portion of the time, the only person, 
other than myself, was Mr. Schmied! in the Public Works Division, 

He would be the only other one who would be making such reports 

Mr. Reppan. Didn’t Mr. Haynes Miller’s report go into contract 
performance ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you accept Mr. Haynes Miller’s findings with re- 
spect to the equipment and machinery ? 

Mr. McNamara. I would have to say generally not, sir. 

Mr. Reppan. Did you examine it yourself, the equipment and 
machinery ? 

Mr. McNamara. I never made a detailed examination of the equip- 
ment. I observed—I looked at it, observed it in operation many 
times. 

Mr. Reppan. What was the basis of your rejection of the Haynes 
Miller findings with respect to the machinery and equipment? 

Mr. McNamara. Well, I don’t know if I can specifically answer 
that, but I think that on any of the reports that I saw, my comments 
were stated in memorandums to the director. 

Mr. Reppan. On that machinery and equipment did you haves 
conversation with your assistant, Mr. Schmied], during which he dis- 
cussed with you the advisability or inadvisability of turning this ma- 
chinery and equipment over to the Lao Government ? 

Mr. McNamara. Yes, sir. 
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Mr. Reppan. Did he urge you not to turn this equipment and ma- 
chinery over to the Lao Government? 

Mr. McNamara. [believe hedid,sir. _ 

Mr. Reppan. Did you tell him, at the time, that was your problem, 
dthat you had talked to Souk—who is Souk ? 


n “ei bats “oe Ps 
: Mr. McNamara. He must be referring to Tiao Souk, the Minister 
of Public Works. Picks by iy 

Mr. Reppan. Had you talked with Tiao Souk concerning this 
equipment ¢ 


Mr.McNamara. Yes, sir. pki 

Mr. Reppan. What arrangements did you make with Souk on this? 

Mr. McNamara. Well, the arrangements were that, first of all, 
it was my understanding that the equipment belonged to the Lao 
Government and we actually had no control over it. 

Mr. Reppan. Did you approach Souk or did he approach you? 

Mr. McNamara. I don’t think there was anything like an approach, 
sir. Isaw the Minister almost daily. ; 

Mr. Repvan. How did the question of the turning over of machinery 
come up! 

Mr. McNamara. I don’t recall that it ever came up as a question. 
It was—it had always been my understanding that the equipment was 
being procured to be turned over to the Lao Government. 

Mr. Reppan. Do you have any document on that ? 

Mr. McNamara. That was just the way I understood the project 
agreement, Sir. 

Mr. Reppan. Did you ever see the project agreement ? 

Mr.McNamara. Yes, sir. 

Mr. Reppan. Now, under that project agreement did you have the 
responsibility for utilization of equipment and machinery ? 

Mr. McNamara. I am not sure. I believe that we did have some- 
thing in there like that. 

Mr. Reppan. Did you ever advise any of the U.S. personnel that 
that machinery and equipment could be used for construction pur- 

ses in Laos ? 

Mr.McNamara. You mean for 

Mr. Reppan. For the construction in connection 

Mr. McNamara. Of the Mission? 

Mr. Reppan. In connection with the construction of warehouses, for 
instance ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. You did advise them to that effect ? 

Mr.McNamara. Yes. 

Mr. Reppan. Do you know whether or not the machinery or equip- 
ment was ever used for that purpose ? 

Mr. McNamara. To my knowledge, if we are talking about the 
same thing, to my knowledge the warehouse was a customs warehouse 
and wasn’t built, as far as I know. 

Mr, Reppan. Did Tiao Souk authorize you to turn this machinery 
over to a Mr. Serc ? 

Mr. McNamara. Yes, sir; he was one of the officers in the Ministry 
of Public Works. 

Mr. Reppan. Was Mr. Sere a candidate for election in the May 
elections, do you know? 
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Mr. McNamara. I don’t believe so. 

Mr. Reppan. Were you there during the May 1958 elections? 

Mr. McNamara. No, sir. 

Mr. Harpy. Thank you, Mr. McNamara. 

We will recess for lunch at this time. We may need you this afte, 
noon, but not at the beginning of the session, I think, so if you wip 
remain close by, where we can contact you, we will appreciate it, 

Let the subcommittee stand adjourned to reconvene at 2:30 pp, 

(Whereupon, at 12:45 p.m., the subcommittee recessed to reconvene 
at 2:30 p.m. this date.) 

AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan, Mr. Griffin, ang 
myself, constituting a quorum under the committee rules. 

Mr. McNamara, you were sworn this morning, so have a seat, 

Mr. Reppan. Mr. McNamara, you testified this morning that yoy 
entered into an arrangement with Mr. C. T. Russell whereby yo 
were going to sell him your automobile and that later that deal {aj 
through. Now, did you subsequently bring your automobile over ty 
Laos ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you sell it before you left? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. If you will speak up, please, so the reporter can heg 
you. 

Mr. McNamara. Yes, sir. 

Mr. Reppan. To whom did you sell it, sir? 

Mr. McNamara. I don’t have the name of the man with me, but 
I sold it through a Mr. Lee, who located a buyer. I did not meet 
the buyer. The name given to me was a Chinese name. I was told 
that this man was a Chinese merchant but a Lao national, and he 
paid the amount of kip agreed upon, 120,000. 

Mr. Reppan. 120,000 kip? 

Mr. McNamara. That isright. 

Mr. Reppan. What was the equivalent in dollars? 

Mr. McNamara. About $3,500. 

Mr. Reppan. At what rate of exchange? 

Mr. McNamara. Thirty-five to one. 

Mr. Reppan. Well, you had agreed to sell it to Mr. Russell for 
$4,400; is that right ? 

Mr. McNamara. That is right, sir. 

Mr. Reppan. How much kip could you have purchased with $4,400! 
You could have purchased about 400,000 kip on the free market! 

Mr. McNamara. I could have, yes. 

Mr. Reppan. Was there any particular reason why you sold this 
machine for approximately one-third of what you could have sold it 
to Mr. Russell for ? 

Mr. McNamara. No, sir, except that the deal with Mr. Russell had 
fallen through. I didn’t see how I could collect more dollars by any 
other method than the one I finally used. 

Mr. Reppan. I see. Then what did you do with the kip after you 
got it ¢ 
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Mr. McNamara. I took it to the Embassy. 

Mr. Reppan. Did the Embassy have any procedure whereby a per- 
son selling an automobile over there could convert his kip into dollars? 

Mr. McNamara. Yes, sir. 


ftey Mr. Reppan. Would you tell the committee what that arrangement 
i Sh 

a war. McNamara. Well, upon application to the Ambassador re- 

uestin rmission to sell, I don’t know what all the items were, 

7 automo iles were one, that was the only one I was interested in, you 


could then make a sale to a person within the country. I don’t recall 
whether or not the nationality was specified. You could obtain kip 
not to exceed the original cost of the vehicle, but kip equivalent in 
dollars at 35 to 1, with the total amount of dollars not to exceed the 
and original cost of the vehicle, and turn it in at the Embassy and receive 
dollars for the kip. saa 
Mr. Reppan. You could obtain kip in the dollar equivalent of the 
you original cost of the vehicle ; is that the arrangement ? 

You Mr. McNamara. That is right. I believe the regulation was “not 

fell toexceed the original cost.” 

r to Mr. Reppan. Are you sure it wasn’t that the Embassy would con- 
vert kip up to the original cost of the machine, but you could sell 
it for as much as you could get ? 

Mr.McNamara. That might be, sir, I don’t know. 
Mr. Reppan. And you did have the Embassy convert for you at 35 
lear to 1, the kip, which gave you how much in dollars, approximately ? 
Mr. McNamara. Between $3,400 and $3,500. 
Mr. Reppan. Now, you testified this morning that you also received 
$2200 from C. T. Russell, and stock valued at $10,000 from Willis 


but Bird. Did you report those as income? 
leet | Mr. McNamara. No, sir, I did not. 
old Mr. Reppan. During the period that you were in Laos, Mr. Mc- 


he | Namara, did the Mission receive any visits from congressional dele- 
| gations or congressional committees / 

Mr. McNamara. Yes, sir, I believe so. 

Mr, Reppan. Do you recall what committees came there during 
the time that you were there, or representatives of the Congress? 

Mr. McNamara. I am really not sure. I did not meet—I don’t 
recall having met or participated in meeting with representatives of 
the Congress, 
for | Mr. Reppan. Do you know anything of any meetings which were 

held by the Mission staff either with or without the Embassy at 
which time preparations were made for receptions to be given ‘con- 

)0! gressional committees ? 
Mr. McNamara. Only on the basis of hearsay. Whatever congres- 
sional representatives came to the country were shown various proj- 


his | ects; generally, to the best of my recollection, they were never there 
it | formore than 2 to 4 hours. 
Mr. Reppan. Who selected the projects that they would see? 
ad Mr. McNamara. I really don’t know, sir. 
ny Mr. Harpy. Weren’t you told a specific project which they were 
;  tobeshown? 
ou Mr, McNamara. I don’t recall, Mr. Chairman. I don’t. There 


| isn’t any of those events that particularly stand out in my mind. 
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Mr. Harpy. Did you ever get any kip converted to dollars 
body with the Universal Construction Co. ? 

Mr. McNamara. No, sir. 

Mr. Harpy. You never had them convert any kip for you? 

Mr. McNamara. No, sir. ' 

Mr. Harpy. Any questions, Mr. Griffin ? 

Mr. Grrrrin. No. 

Mr. Harpy. Mr. Monagan? 

Mr. Monacan. No. 

Mr. Harpy. Thank you, Mr. McNamara. 

Mr. Ward, would you come up, please? 

(The witness was sworn by the chairman. ) 

Mr. Reppan. Mr. Ward has been present today and yesterday dyy. 
ing all of the testimony. ‘ 


by any- 


TESTIMONY OF ALEX S. WARD, CHIEF, FIELD OPERATIONS starp 
AUDIT DIVISION, INTERNATIONAL COOPERATION ADMINIsTRA. 
TION 


Mr. Harpy. What is your present position, Mr. Ward? 

Mr. Warp. I am Chief of the Field Operations Staff in the Audi 
Division of the Office of the ICA Controller. 

Mr. Harpy. Could you give the committee the benefit of a very brief 
biographical sketch, please ? : 

Mr. Warp. Yes, sir. Ihave been in Government service since 1935, 
I went into Government service immediately upon graduation from 
St. Vincent’s College. I worked with the General Accounting Office 
until about 1939. ‘Then I transferred to the Navy Department and 
was with the Navy Department during most of the war years. I sub- 
sequently transfered to the State Department and have been with ICA 
since 1948. 

Mr. Harpy. I think that is enough. You can go ahead, Mr, 
Reddan. 

Mr. Reppan. This morning, when Mr. Burns was on the stand, we 
questioned him concerning the reason he was sent to Laos to make his 
audit. Do you know any of the reasons why Mr. Burns was sent over 
to make that audit? 

Mr. Warp. Yes, sir. 

Mr. Reppan. Could you tell the committee what they were? 

Mr. Warp. When Mr. Miller arrived back in the States after his 
termination at the Mission in Laos. I sat as an informal member ofa 
panel that listened to Mr. Miller for a period of about 10 days, during 
which time Mr. Miller made rather serious allegations with respect to 
the program in Laos. 

Mr. Reppan. What was the approximate date of this, sir? 


Mr. Warp. Subject to verification, I would say it was about October | 


of 1957. 

Mr. Reppan. All right, sir. And then what did you do? Listen 
to Haynes Miller? 

Mr. Warp. Yes, sir. 

Mr. Reppan. Then what ? ; 

Mr. Warp. At that time I reported to both my superiors in the 
Office of the Controller, to Mr. Tennant, who was then the Director of 
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the Audit Division; as well as Mr. John Murphy, the Washington 


troller of ICA. | : 
Or Reppan. All right. Now, this was in October you reported to 
them ? 


Mr. Warp. As I recall it, yes. ; 

Mr. Reppan. Do you know what action they took—did you recom- 
mend any action? — 

Mr. Warp. Yes, sir; I recommended that we send a representative 
of the Controller’s Office out there to take a look at the Universal 
Construction contracts. 

Mr. Reppan. Do you know whether that was done? 

Mr. Warp. Yes, I think Mr. Burns’ trip was a direct result of that. 

Mr. Reppan. Do you know when Mr. Burns went out there? 

Mr. Warp. He went out, as [ recall, June the following year. 

Mr. ReppaNn. I would like to show you a telegram dated May 1, 
1958, addressed to Vientiane, signed by Fitzgerald and ask you if you 
drafted that message ? 

Mr. Warp. Yes, sir; I did. 

Mr. Reppan. Would you read it, please, sir? 

Mr. Warp. This is addressed to Vientiane, the date is not shown 
on it—— 

Mr. Reppan (interposing). There is no classification on it, is there? 

Mr. Warp. Confidential. 

Mr. Reppan. Mr. Grant, do you want to take a look at that? 

Mr. Warp. I have been advised that I would have to paraphrase 
this, Mr. Chairman. 

Mr. Harpy. Go ahead and paraphrase it. 

Mr. Warp. Well, actually, what I did was advise the Mission we 
anticipated queries. 

Mr. Reppan. By whom ? 

Mr. Warp. Certain congressional committees. 

Mr. Harpy. Specifically this committee, Mr. Ward? 

Mr. Warp. No, sir; I don’t believe I had this committee necessarily 
in mind. 

Mr. Harpy. As a matter of fact, when was that dated, May 1? 

Mr. Warp. Dated May 1, and as I recall it, the General Accounting 
Office had given to the House Foreign Affairs Committee a summary 
statement of their-——— 

Mr. Harpy (interposing). I think you are wrong. Asa matter of 
fact, that’ statement was called to the attention of the Foreign 
Affairs Committee by this subcommittee. 

Mr. Warp. It was, sir? 

Mr. Harpy. It was also called to the attention of the Appropriations 
Committee by this subcommittee. I’d like the record to be accurate on 
that point. 

Now, go ahead. Because of congressional interest that message was 
drafted ? 

Mr. Warp. Yes, sir; I believe it was. We anticipated that we were 
going to have to respond to questioning on certain of the contracts 
in Laos. 

Mr. Harpy. Now, you just called attention to the fact that you sat 
ee others and listened to Mr. Haynes Miller for a period of 10 

ays. 
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Mr. Warp. That is right. 


Mr. Harpy. And you made a recommendation that someone be sent | 


out there. 

Mr. Warp. That is right. 

Mr. Harpy. That was in October ? 

Mr. Warp. That is right, sir. 

Mr. Harpy. So for 6 months, approximately a little more than 5 
months perhaps, nothing was done until a congressional committee 
te and you were afraid you were going to have to answer some 
questions. 

Mr. Warp. I guess it could be interpreted that way, sir. 

Mr. Harpy. Can you interpret it any other way and make any Sense 
out of it? ee 3 

Mr. Warp. Well, I think that we moved in on the operation oy: 
there fairly quickly. There was an awful lot of changes in the staffing 
of the Mission. : 

Mr. Reppan. Is there anything that refers to the Haynes Mille 
audit report ? 

Mr. Warp. No, I don’t believe it does. 

Mr. Harpy. As a matter of fact, weren’t you trying awfully hard tp 
keep from doing anything about the Haynes Miller report ? 

Mr. Warp. As an individual ? 

Mr. Harpy. As an agency ? 

Mr. Warp. I don’t think I am in a position to respond to that, 

Mr. Harpy. As an individual then ? 

Mr. Warp. Well, I think that there was considerable work done as 
a result of Mr. Miller’s—— 

Mr. Harpy (interposing). Specifically what and when? 

Mr. Warp. Well, specifically, it was the Miller statements and alk. 
gations that resulted in Mr. Burns proceeding to Laos and conducting 
the Universal audit. 

Mr. Harpy. Was it the Miller investigation or was it this com- 
mittee ? 

Mr. Warp. I really don’t know, offhand, sir. 

Mr. Harpy. Well, as a matter of fact, if there had been any real in- 
terest in getting to the bottom of allegations made by Mr. Miller, you 
wouldn’t have sat still over there for 6 months and done nothing, would 

ou? 
; Mr. Warp. Well, I think I recommended to my immediate office 
that we send somebody out there. 

Mr. Harpy. Can you produce the evidence of that recommendation 
and the date of it? 

Mr. Warp. I would imagine that has been made a matter of record, 
sir. 

Mr. Harpy. If you can pinpoint when you made that recomments- 
tion and to whom, I think the record ought to show it. 

Mr. Warp. All right, sir. 


(The following was submitted by the International Cooperation | 


Administration :) 


ICA AvuDIT OF UNIVERSAL CONSTRUCTION Co. AND RELATED CONTRACTS IN LAOS 


Background.—Contracts with Universal were executed by the Laos Govert- 
ment or the ICA mission to Laos. As differentiated from contracts executed and 
approved in Washington, the mission was responsible for the administration and 
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it of Universal contracts and for correcting any deficiencies in contract oper- 
audi Since USOM/Laos requested ICA/Washington assistance, an ICA/Wash- 
ations. udit was requested on May 7, 1958, and scheduled on May 9, 1958. 
ington aes timing of audit.—The audit included review of all Universal con- 
aeiee well as a field examination of ICA/Washington related contracts with 
— Co. and Radar Associates. Arrangements were made for a team ap- 
bbe petween Mr. Burns, the auditor, and Mr. Johnson, a Bureau of Public 
eS engineer, USOM/Manila. The review in Vientiane, Bangkok, and Hong 
Kong covered the period July 1, through July 14, 1958. . j 

Field audit report.—During and at the conclusion of the audit, the audit team’s 
findings were fully discussed and presented to USOM/Laos, which was respon- 
sible for taking primary action on the audit. The auditor submitted his draft 

rt to his supervisor, the Chief, Contract Audit Branch, on August 1, 1958. 
rr A/Washington review.—In accordance with standard audit practice and ICA 
rocedures, the field audit report was reviewed in ICA/Washington. The Wash- 
ington review process, which was immediately instituted, was as follows: 

1, A review was made of the completeness and accuracy of the audit report 
with reference to the working papers and any additional data or information 
available in Washington in view of results of field audit. Special problems 
existed in this respect because of the absence of adequate records in the field and 
ihe need for as exact and accurate information as was available because of the 
questions of legal recourse against the contractor and indictions of improper 
actions on the part of ICA and contractor personnel. ; 

9. The Washington review established appropriate recommendations for action 
to correct each deficiency noted by the auditor. All the auditor's significant 
findings were retained in the final report and recommendation for specific action 
by USOM/Laos and ICA/Washington offices were increased from the 3 contained 
in the field audit report to the 19 recommendations contained in the final report. 

Final draft report—On October 1, 1958, the final draft report was completed 
and this report was transmitted to responsible ICA/Washington officials urging 
an early meeting with the Audit Division to initiate action on the auditor’s rec- 
ommendations prior to formal printing and publication of the report. Meetings 
were held on October 10 and October 14, 1958, attended by senior officers of the 
Contract Office, General Counsel, Security Office, Technical Service Office, the 
Regional Office, and the Audit Division to obtain concurrence and action on 
audit recommendations. 

Instruction to USOM/Laos.—Audit recommendations were accepted and on 
October 24, 1958, the USOM/Laos was Officially instructed to (1) avoid future 
contracts with Universal Construction Co.; (2) suspend payments to Universal; 
and (3) adhere to ICA contract regulations. The USOM was also advised of 
actions assigned to ICA/Washington offices. A copy of the final draft report 
indicating specific action responsibilities was dispatched to the USOM/Laos on 
that date. 

Final published report.—On November 14, 1958, the final report was duplicated 
and officially distributed to all affected and interested offices by the Deputy Direc- 
tor for Management with official action assignments and provision for follow- 
up until all actions are completed. 

Stetus of actions—Most of the 19 recommended actions included in the audit 
report have been completed. The major items still outstanding are (1) com- 
pletion of a detailed audit of all Universal Construction Co. books and records 
withheld by that company at the time of the last audit but subsequently made 
available to ICA; (2) final determination of total amount of claims against the 
Universal Construction Co. and the extent of the U.S. Government’s legal re- 
course; (3) final settlement of all questions of improper actions on the part of 
ICA and contractor employees, including the case assigned to the Department 
of Justice. 

Summary.—ICA believes that, considering the need for complete and accurate 
reporting of audit findings and recommendations, performance in respect to this 
dificult assignment, both in regard to the audit and actions resulting from the 
audit, have been consistent with the agency deep concern with correcting prob- 
lems expeditiously. The sifting of facts from allegations and rumors is always 
difficult and especially in this instance where basie records were not available 
in many important instances despite a careful search overseas and in Wash- 
ington. Moreover the determination of action to be taken is fully as important 
as the identification of deficiencies. The Washington review process, which 
was conducted in accordance with accepted audit practices, continuously during 
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August and September, resulted in more effective and conclusive action 
audit findings and recommendations have been sustained even after the 
subsequent review and examination by ICA and through inform 
during the recent congressional investigation and hearings. 
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: Closes 
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Mr. Harpy. Do you know when and to whom you made the regop, 
mendation that someone be sent out there ? 

Mr. Warp. Yes, I would judge that we finished the hearings or fi. 
ished listening to Mr. Miller, the Controller’s office did at least do 
something sometime about October or November, my records would 
show the exact dates. 

Mr. Harpy. Will they show the specific recommendations that yy 
made and to whom they were made ? te 

Mr. Warp. I would think that was done verbally to Mr. Murphy 
the Controller of ICA Washington. = 

Mr. Harpy. To Mr. Murphy ? 

Mr. Warp. That is right, sir. 

Mr. Harpy. Do you have any definite recollection to that effect) 

Mr. Warp. Yes. I think I could actually pinpoint it within a mg. 
ter of a day or so. 

Mr. Harpy. Will you try to do that? 

Mr. Warp. I certainly shall, sir. My records will indicate the time 
that I spent listening to Mr. Miller, and I think when he finished, with. 
in a matter of a day after we finished listening to Mr. Miller, I talked 
to Mr. Murphy. 

Mr. Harpy. Is it your direct testimony that almost immediately 
after you sat in with the panel listening to Mr. Haynes Miller you spe- 
cifically made a recommendation to Mr. Murphy # 7 

Mr. Warp. That is right, sir. 

Mr. Harpy. Can you tell the committee now specifically what your 
recommendation was, to the best of your memory ? ; 

Mr. Warp. To the best of of my knowledge and recollection, I re. 
ommended that we send somebody out from the Office of the Wash. 
ington Controller to take a look at our operation out there. 

Mr. Harpy. That would have been in October or early November! 

Mr. Warp. I would think it would be in November, sir. 

Mr. Harpy. Did you follow up on that recommendation at any 
time? 

Mr. Warp. Yes. As I recall it, there were recommendations pr. 
pared, I think I drafted them, for Mr. Murphy’s signature, to the 
Deputy Director for Management, ICA, Washington. 

Mr. Harpy. Can you fix the time of that ? 

Mr. Warp. I would judge it was within a matter of a day or two 
days after I talked to Mr. Murphy initially about this. 

Mr. Harpy. That should be a matter of record, then? 

Mr. Warp. It should be. 

Mr. Harpy. It would have had whose signature ? 


Mr. Warp. I would have drafted it, it would have been signed by 


Mr. Murphy, addressed to Mr. Scott. 


Mr. Harpy. Mr. Reddan, have we any evidence of such memoranta 


as that? 

Mr. Reppan. We have seen no memoranda to that effect. 

Mr. Harpy. Mr. Grant, may I ask you if that would be classified as 
Executive privilege ? 

Mr. Grant. No, it would not. 
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Mr, Harpy. May I ask you whether we can have someone determine 
whether such memoranda exist f on 

Mr. Grant. We will look into it, Mr. ¢ hairman. 

Mr. Reppan. Do you know of any direction to the field based upon 
this Haynes Miller report? — 

Mr. Warp. Other than this one right here, I do not believe so, Mr. 
) € 
a Who would have had the responsibility for doing it; 

- Murphy ‘ 

a Wa It would probably have been done in Mr. Murphy’s office 
and I probably would have been the one who had the responsibility, 
Mr. Chairman. : 

Mr. Harpy. Then you can be pretty sure it wasn’t done if you had 
the responsibility for it ? 

Mr. Warp. Yes, sir. 

Mr. Reppan. Was any recommendation made to Office of Per- 
sonnel, Security, and Integrity ? 

Mr. Warp. Actually, as I recall it, I was the one who was scheduled 
to goout from the ¢ fice of the Controller. 

Mr. Reppan. You recommended to Mr. Murphy 

Mr. Warp. I recommended somebody go out at that particular 
time. ee ; 

Mr. Harpy. If it was your responsibility to initiate action and 
notify the field as to any action they were to take, then the fact that 
you did not follow through would indicate that you didn’t feel very 
strongly that should be done ; is that right ? 

Mr. Warp. I wouldn’t think so, sir. I felt rather strongly that we 
were in a position that we had to do something. 

Mr. Harpy. Then why did you wait until May 1 to send out any- 
thing to the field ? 

Mr. Warp. Well, as I recall it, Mr. Chairman, initially, it had been 
planned on sending a joint team from ICA, Washington, out to try 
and help the Mission get squared away in a lot of these operations. 
I was out of the office on leave from, I think, around about the middle 
of December to the middle of January. I do know that there was 
some talk within the Office of Personnel of formulating this team to go 
out there. The team never did come into actual being. 

Mr. Harpy. That was when ? 

Mr. Warp. That would be in January, I guess, of 1958. 

Mr. Harpy. Well, now, let me ask you specifically, are you aware 
of any direct suggestions from the office of the ICA Director, or from 
any official in the Department of State to the effect that there should 
benothing done about this at that time ? 

Mr. Warp. No, sir; Iam not. 

Mr. Harpy. So that if it was actually held up, at the top level, it 
was without your knowledge ? 

Mr. Warp. That is true, sir. 

_ Mr. Harpy. Were you aware of any interest of the General Account- 
ing Office in this particular subject in the fall of 1957 2 

Mr. Warp. Yes, sir; and inasmuch as I have the agency responsi- 
bility of responding to General Accounting Office reports, both in 
draft and published format, I was certainly aware of it. 
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Mr. Harpy. Did you participate in a conference with Mr. Smith 
and others and the General Accounting Office ? 

Mr. Warp. No, sir. 

Mr. Harpy. In the latter part of 1957 or early 1958? 

Mr. Warp. No, sir; I did not. Mr. Murphy, as I recall, attended 
for our office. 

Mr. Harpy. There was such a meeting? 

Mr. Warp. I think so. You see, initially, the General Account; 
Office filed a three-country draft report that took in Cambodia, Vig 
nam, and Laos. I had the task of correlating the agency response to 
that draft report. We responded, as I recall it, sometime about, wel] 
it was in December, I think it was December of 1958. 

Mr. Harpy. 1957, you mean. 

Mr. Warp. 1957, 1 am sorry, sir. 

It was at that time that the General Accounting Office decided tha 
they would send an on-the-site audit team in from the Tokyo offic 
They had not visited Laos in the first go-around. They had been t) 
Korea, on to Cambodia, as I recall it, and then to Saigon, but did not 
visit Laos. 

Mr. Harpy. And there was a meeting to discuss whether or not they 
would go? y 

Mr. Warp. I think there was, sir. 

Mr. Harpy. But you didn’t participate? 

Mr. Warp. No, sir; I did not. 

Mr. Harpy. And this was a matter of 2 months following the 
Haynes Miller report ? 

Mr. Warp. I am not too sure of the timing, Mr. Chairman. 

Mr. Harpy. You have indicated it was in December of 1957? 

Mr. Warp. If that was the time the GAO indicated to us that they 
were going to Laos to conduct an_on-the-site survey, I am not just 
exactly certain when they notified ICA of that visit. 

Mr. Harpy. Somebody objected ? 

Mr. Warp. I don’t know that somebody objected. 

Mr. Harpy. I don’t know either, I am just raising the question, 

Mr. Warp. I don’t believe the ICA ever objected to the General 
Accounting Office going into any Mission. 

Mr. Harpy. You heard Mr. Miller’s testimony, didn’t yon, Mr. 
Ward? 

Mr. Warp. Yes, sir. 

Mr. Harpy. And you have testified you participated, along with 
others, in listening to Mr. Miller for a period of about 10 days, Was 
it during that period of time that the alleged rewriting of his reports 
took place? 

Mr. Warp. I know of no rewrite of his reports, Mr. Chairman. | 
think that his discussion yesterday left me rather confused as to just 
what he was referring to as a rewrite of reports. 


Mr. Harpy. Let me put it this way: Are you familiar with any | 
documents which were drafted for his signature based on those con- 


versations which were held over a 10-day period? 

Mr. Warp. I sat in on most of them; yes, sir, as an observer. 

Mr. Harpy. I am talking now about the statements that wer 
drafted for his signature? 

Mr. Warp. I think that was done with Mr. Miller’s, at his request, 
to be honest about it, sir. 
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Mr. Harpy. I am not concerned about whose request it was at the 
moment, I am trying to understand what happened. 

Mr. Warp. As I recall it, Mr. Miller wanted to talk to responsible 
agency officials with respect. to, No. 1, his alleged treatment out in 
Laos; No. 2, his findings; and No. 3, his ideas of what the agency 
should do to straighten up the program out there. It was with that in 
mind that three representatives of the agency spent considerable time 
with Mr. Miller. 7 

Mr. Harpy. Of course, in listening to this testimony, there is a ques- 
tion as to Whether it was done to give Mr, Miller an opportunity to get 
his ideas across or whether it was done to try to get his statements to 
conform to somebody else’s concept. 

Now, he left the committee, or he left me, at least, under the distinct 
impression that some of his statements, were rewritten as a result of 
the conversations which he had in Washington. 

Mr. Warp. I certainly didn’t have that idea at all, sir. 

Mr. Harvy. What kind of statements were written up as a result 
of his visit ¢ 

Mr. Warp. As I recall it, and here I am depending on my memory, 
Mr. Miller had about four or five Universal contracts which were 
covered in considerable detail by Mr. Burns this morning. He wanted 
to discuss the contracts, he made rather serious charges as to collusion, 
kickback, this, that, and the other thing. 

His statements were not confined to the Universal Construction 
contracts exclusively, fairly well ran the gamut of the entire program 
out there. 

Mr. Harpy. Where are those statements? 

Mr. Warp. Those statements, I would believe, sir, are with the 
Office of Personnel Security and Integrity. 

Mr. Harpy. I don’t know what these statements will show or 
whether they are the same as those provided us by Mr. Miller, but I 
think we should have had access to them. Do you have access to them, 
Mr. Ward? 

Mr. Warp. No, those statements are with PSI. Let’s see, I believe 
I have copies of certain ones that I participated in as a member. 

Mr. Harpy. Mr. Miller was an employee of yours, wasn’t he? 

Mr. Warp. No, sir; he was a representative of the Mission in Laos. 
I will be honest, I hired Mr. Miller, at least, I had considerable to 
do with it. 

Mr. Harpy. Didn’t you send him out there with a specific task 
to perform ? 

Mr. Warp. That is right, sir. 

Mr. Harpy. And as I recall it, you were represented as having 
been his immediate superior. 

Mr. Warp. For the time that he was on detail here in Washington, 
yes, sir, he was attached on my staff. 

Mr. Harpy. Well, sir, to whom was he attached when he went to 
Laos? 

Mr. Warp. He was attached to the Office of the Controller there, 
under Mr. Harting and a part and parcel of the Mission setup. 

Mr. Harpy. And he had no specific assignments from Washington ? 

Mr. Warp. Well, no more or no less than we normally give to an end- 
use investigator. When we hire a man, Mr. Chairman, we attempt to 


give him as much orientation in the job that we expect him to do— 
41067—59——27 
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Mr. Harpy. But he was an end-use investigator who was not per. 
manently assigned to Laos; isn’t that correct ? 

Mr. Warp. He was hired for the Mission in Laos. He was on their 
payroll. 

Mr. Harpy. But wasn’t he supposed to report to you? 

Mr. Warp. No, sir. 

Mr. Harpy. He was not supposed to report to anybody in Wag). 
ington directly ? 

Mr. Warp. No, sir; he was a member, to the best of my knowledge 
and belief, a member of the Mission staff. We put Mr. Miller through 
the usual orientation we give all new men. The fact that we hag 
sent Mr. Yarger, Mr. Yarger was in the process of going out to ge 
up an end-use program in Laos, almost simultaneously with Mr 
Miller’s EOD date. 

Mr. Harpy. With reference to the reports, or statements, that My. 
Miller wrote here in Washington; are those documents in your offie 
and if not, where are they ? 

Mr. Warp. They are documents that would be retained by our Office 
of Personnel Security and Integrity. 

Mr. Harpy. Any questions, Mr. Monagan ? 

Mr. Monagan. No. 

Mr. Meaper. No. 

Mr. Harpy. Thank you, Mr. Ward. 

Mr. Keating? 

(Thereupon Charles N. Keating was duly sworn as a witness and 
testified as follows:) 


TESTIMONY OF CHARLES N. KEATING, DIRECTOR, OFFICE OF 
PERSONNEL SECURITY AND INTEGRITY, INTERNATIONAL (0. 
OPERATION ADMINISTRATION; ACCOMPANIED BY ARTHUR E 
CROWL, ASSISTANT DIRECTOR, INSPECTIONS DIVISION 


Mr. Keatince. Mr. Chairman, you may wish to swear in Mr. Crowl, 
because he has handled this whole Miller matter. I will have to get 
some help. 

(Thereupon Arthur H. Crowl was duly sworn as a witness and tes- 
tified as follows:) 

Mr. Harpy. Will each of you give the reporter your full name, 
present title, and a very brief biographical sketch. 

Mr. Keatrne. Charles N. Keating, Director, Office of Personnel 
Security and Integrity. Graduate of University of Kansas Law 
School ; practiced law in Kansas City, Mo., from 1929 to 1940, with the 
Civil Service Commission in an investigative capacity from 1940 to 
January 1946; with War Assets Administration, the Compliance and 
Enforcement Division, from January 1946 to July 1948. With ECA 
and successor agencies, since that date. 


Mr. Crown. Arthur H. Crowl, born Fort Worth, Tex., November | 


29, 1902. Residence, 4401 North 19th Street, Arlington, Va. Posi: 
tion, Assistant Director, Inspections Division, Office of Personnel Se 
curity and Integrity. 


Educational background, completed courses in accounting with Wal- 
ton School of Commerce, and LaSalle Extension University; com- 


pleted two FBI courses in accounting. 
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Work background : Government approximately 20 years, 1314 years 
in the FBI, first as a special agent, then as a special agent in charge. 
A little less than 6 years with ICA in my present position, and ap- 

roximately 1 year on a congressional committee. 

Mr. Harpy. Thank you. 

Mr. Meaver. Mr. Chairman. 

Mr. Keating, how long have you held your present position ? 

Mr. Keatine. Since August 1957. 

Mr. Meaper. You succeeded Mr. Naughten ? 

Mr. Keatine. That is correct. 

Mr. Meaver. How long have you held your position, Mr. Crow]? 

Mr. Crowx. Since June 18, 1953. 

Mr. Meaper. So you were in this office before Mr. Keating? 

Mr. Keatina. I was there in a different capacity. I was formerly 
head of the Security Division. Then I acted for Tom Naughten for 
about a year while he was on another assignment, but was actually 
given the position in August of 1957. 

Mr. Reppan. Mr. Crowl, you were in charge of the questioning of 
Mr. Haynes Miller after he returned to Washington ? 

Mr. Crow.. I was, sir; yes, sir. 

Mr. Reppan. Who else participated in that? 

Mr. Crowx. Mr. Alex Ward sat in on most of the interview on ac- 
count of the Controller’s office interests. Then, an inspector assigned 
to our office by the name of Tom Fisher sat in on most of the inter- 
views. I sat in on all of them with Haynes Miller and conducted 
the majority of them. 

Mr. Reppan. At the conclusion of these interviews, did you pre- 
pare a report and recommendations ? 

Mr. Crow.. I did. 

Mr. Reppan. Was it a joint report of the three members who talked 
to Mr. Miller ? 

Mr. Crowt. I have to take the full responsibility for the report or 
the recommendations or the instructions, if you want to call them that. 
But of course I consulted with the other two men. 

Mr. Reppan. Did you make any recommendations with regard to 
investigation of personnel or possible fraud matters ? 

Mr. Crow... I did. 

Mr. Reppan. To whom? 

Mr. Crowx. The recommendation was sent by letter to the regional 
inspector who covered Laos. We also sent him all of the copies of 
all of the interviews, all of the contract material, everything that 
Thad, I sent to him, so that he would have it. Primarily my report 
was contained in our letter of instructions to him. 

Mr. Reppan. Who was his immediate superior ? 

Mr. Crown. Mr. Edward P. Guinane, and I also forgot to state 
that Mr. Guinane did sit in on one or two interviews with us. 

Mr. Reppan. What office is Mr. Guinane in ? 

Mr. Crow. He is Director of Inspections Divisions, office of PSI. 

Mr. Reppan. And Mr. Guinane worked under Mr. Keating? 

Mr. Crown. Yes, sir. 

Mr. Reppan. Do you know what action was taken as a result of 
your findings, your report and findings? 

Mr. Crown. I do. 

Mr. Reppan. What action was taken ? 
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Mr. Meaper. Could we have the date that he made this report? 

Mr. Reppan. What was the date of this report ? 

Mr. Crowi. When I described this as a report, I do not want to 
clarify that it is a letter of instructions to our man Kelly; December 
10, 1957. 

Mr. Harpy. That is a letter of instructions to whom ? 

Mr. Crown. To Regional Inspector William M. Kelly. 

Mr. Harpy. How longa letter? 

Mr. Crow. Four pages. 

Mr. Harpy. What are those instructions ? 

Mr. Crowt. May I consult with counsel ? 

Mr. Harpy. Yes. You are entitled to have counsel. 

Mr. Crowt. Mr. Chairman, I am to read what I can, and thep— 

Mr. Harpy. I don’t care if you read it; I didn’t even ask you to 
read it, but I would like to know what were your instructions, 

Mr. Crown. Haynes Miller made allegations which concerned six 
different contracts with Universal. Miller based his allegations mainly 


on rumors and related circumstances which in his opinion tended { 
support the rumors and has offered little firsthand information. We 
have prepared a summary of allegations made by Miller concerning 
these six contracts. i 

Details concerning each of these contracts are set forth in transeripts 
of interviews of Miller. Basically, these six contracts appear to fall 
in three categories: one, bribery, USOM personnel. That ties in to 
four people. 

Mr. Harpy. That ties in to four people? 

Mr. Crow. Yes, sir; in other words, he gave four possibilities, 
He would not say these accepted the bribes, but he said four people 
were In a position that they might. 

Two, bribery, contract personnel. 

Mr. Mraper. What do you mean by “contract personnel”? 

Mr. Crown. Well, contractors such as Universal Construction Co, 
Vinnell Co.—with ICA or with the Lao Government financed by ICA. 

Mr. Mraper. Of nongovernmental personnel ? : 

Mr. Crow. Four persons. 

Mr. Meaper. Four different people? 

Mr. Crow. Yes, sir. 

Fraudulent certification by the PWI officer that Universal did com- 
plete work which in fact they did not do; alleged improper favoritism 
to Universal by Mission personnel; on the latter, Miller based these 
observations on allegedly high favorable terms given Universal in 
their contracts, eliminating other bidders on alleged specious grounds; 
allowing Universal to use Mission equipment, supplies, and materials, 
without cost or reimbursement. 

Then, for Mr. Kelly’s information, we sent him pertinent copies of 
interviews, contracts, and related documents concerning Miller’s ac- 
cusations or allegations. We told him that it was not desired at that 
time that every circumstance of which Miller is suspicious be made 
a matter of inquiry but at the present it would appear the following 
matters require early resolvement which, if inquiry proved Miller 
correct, then more weight must be given to other allegations. 

The first of these allegations has to do with individuals who sup- 
plied materials to be used in construction of rental houses for the 
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Mission, alleged to Miller they paid 5 percent of the contract. price 
to a Mission official whom they declined to identify. And Miller 
names three people who might be in a position to assist us in identify- 
ing who paid a 5 percent bribe to whom and for what purpose. 

The next matter we instructed Mr. Kelly to investigate was an al- 
Jegation made by one person in the presence of four others. In this 
case, as I mentioned, I believe, one person in the presence of three 
others, according to Haynes Miller, furnished information that a con- 
tractor was on another contractor’s payroll. 

Another item that we instructed Mr. Kelly to look into was a state- 
ment that one contract official told Miller he was instructed by his su- 
perior that he should contact another contractor since they were both 
on the same team and that this second contractor had fired the first 
contractor previously before the first contractor returned from Laos 
to the United States. And that if these statements were correct, it 
would indicate that a company and an official were compromised by 
conflict of interest, which appeared fraudulent. 

Then I mentioned that there would be a representative from the 
Controller’s office to go to Laos to make inquiry into the contract 
procedures of the Mission, necessary to audit contracts and additional 
inquiries concerning Mission Cont roller operations, and that Mr. Kelly 
should coordinate his investigation with that of the Controller’s office 
representative. Those were the instructions we gave him. 

Mr. Harpy. What was the date of that again ? 

Mr. Crown. December 10, 1957. 

Mr. Meaper. Where was Mr. Kelly stationed ? 

Mr. Keatinc. Bangkok. 

Mr. Harpy. What happened following that? 

Mr. Mraver. Mr. Crowl, was Mr. Kelly instructed to report back 
to you the results of his investigations? 

Mr. Crown. Oh, yes, always; that is standard procedure, sir. 

Mr. Harpy. Did he make such a report ? 

Mr. Crown. He did. 

Mr. Harpy. What was the date of that? 

Mr. Crow. Well, there is more than one part to it. On January 
14, 1958, he reported several interviews as instructed by us, having to 
do with the alleged 5 percent payoff and the alleged statements made 
by a contract. official concerning another contract official. 

Then, another segment of his report on or about November 12, he 
forwarded to us copies of seven memorandums that he had issued to of- 
ficials of USOM Laos calling upon them to give their answers to 
seven matters complained of by Haynes Miller. 

Mr. Harpy. What was the date of that again? 

Mr. Crowx. November 12, 1957. 

Mr. Meaper. 1957. 

Mr. Harpy. You just sent the letter-—— 

Mr. Crowt. He was on this before we got on it. 

Mr. Harpy. I was going to ask why it took so long. 

Mr. Crown. Then on November 25, 1957, he sent us another letter 
concerning Miller, Miller’s—observations concerning Miller made at 
the Mission in response to a question we had asked. 

Mr. Harpy. We will have to take a brief recess to answer the roll- 
call. While we are going, please see if you can get these dates cor- 
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related. It looks now as if we are going to get back to a period of 
time prior to the date Mr. Miller went through his interrogation, 

Mr. Crowu. Well, sir; yes, sir. 

Mr. Harpy. If there is documentation preceding the letter of De. 
cember 10, we are going to need to get that, otherwise it will be ip. 
complete. 

Mr. Crowt. Very well, I have it here, sir. 

Mr. Harpy. We will stand in recess. 

(A brief recess was taken.) 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan and myself cop. 
stituting a quorum under the subcommittee rules. 

Mr. Reppan. Mr. Crowl, you were summarizing a report of In. 
spector Kelly ? 

Mr. Crowt. I was doing that, and also I was trying to get the 
chronology of this as the chairman asked, so may I start on the 
chronology. 

Mr. Harpy. I wish you would. 

Mr. Crowx. Yes. On October 1, 1957, Mr. Kelly advised PSI } 
letter that he had learned of Haynes Miller’s resignation, that Miller's 
resignation made reference to a proposed 40-page detailed statement 
of his personal evaluation of the program which Kelly had never seen 
and Kelly suggested that we make arrangements to have Miller inter. 
viewed by PSI upon his arrival in Washington. 

Mr. Reppan. Mr. Crowl, wasn’t Haynes Miller’s report part of 
the Mission files; wasn’t there a copy of that in the Mission? 

Mr. Crowt. Well, if by report you mean his end-use reports? 

Mr. Reppan. Yes, end-use reports. 

Mr. Crowt. So far as I know, they should be. 

Mr. Reopan. Do you know what report he referred to? 

Mr. Crowt. I am only telling you what he said to us. Bear in 
mind that is October 1, 1957. 

Now, on October 11, 1957, Kelly sends us another letter and advises 
us that Mr. Messegee, who at that time was Deputy Director of the 
Mission, had spent a great deal of time with Mr. Miller and as a result 
had accumulated a quantity of documents which were presented as 
the basic factor which had caused Mr. Miller’s discontent. Copies of 
those documents were forwarded with this letter. We were asked 
to make copies of them and return them. 

They were very voluminous, I did not make copies. They have 
been returned. However, we have worked from them. He mentions 
here that he was enclosing the originals of end-use investigative report 
14 and 12, and they were, as I say, rather lengthy and I had them 
reviewed. 

Mr. Reppan. You say he sent in end-use reports 14 and 12 among 
those documents ? 

Mr. Crowt. According to this. So we got this batch of material 
about the time Mr. Miller arrived in Washington, but the question was 
the chronology and I am trying to explain that Kelly had gotten mto 
it, he had done something, he sent in this book of material] to us, with 
a request that we return it to him at a later date which we did. 

Now, on November 12, 1957, Kelly forwarded to PSI seven mem- 
oranda addressed to the Chief, PWI, Laos, and a copy of each of 10 
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memoranda, one to the Director of the Mission, one to Chief of Agri- 
culture Division, one to Assistant Director for Economic Policy and 
Chief Agriculture Division, and seven to the Controller. 

And he said that he would get their answers and would so advise 
us, which he did. ' 

Mr. Reppan. From whom did those memos come ? ; 

Mr. Crown. William Kelly sent those memoranda in to us. First 
he initiated the questions, then he sent the written answers in to us. 

Mr. Reppan. Are those copies of memos which were prepared by 
Kelly to these various Mission personnel that you just designated ? 

Mr. Crow. Right. 

Then I have the copies of his memoranda, plus on January 12, I 
believe is the date he returned to us the list. 

Mr. Revpan. January 12, sir? 

Mr. Crowx. 1958. I am not positive of that, January 21, 1958, was 
the date of those answering memoranda, re Miller’s allegations. 

Now, I read to you or explained the letter of instructions dated 
December 10, 1957, to Kelly. We received a reply from him on Janu- 
ary 14, 1958. 

Mr. Reppan. Excuse me, Mr. Crowl. In your December 10 instruc- 
tions to Kelly, did you make any specific reference to Mr. McNamara? 

Mr. Crowt. I think so, sir. If you will wait a minute I will look 
back on it and see. Yes, we have done so. 

Mr. Harpy. What did you say about Mr. McNamara? 

Mr. Crown. “We have subsequently interviewed Mr. McNamara and 
Mr. dePaul concerning Mission actions and dealings with Universal. 
It appears from interview that Miller arrived at many conclusions 
which are erroneous in their judgment.” 

Mr. Reppan. Is that all you said? 

Mr. Meaper. In their judgment, you mean Mr. dePaul and Mr. 
McNamara’s judgment ? 

Mr. Crow. Yes. 

Mr. Reppan. That went out December 1957 ? 

Mr. Crown. Yes. 

Mr. Reppan. In your chronology, Mr. Crow], I didn’t hear you men- 
tion a memo from Kelly, dated October 30, 1957. Do you have a copy 
of that. 

Mr. Crow.. From Kelly ? 

Mr. Reppan. Yes. I show you a typed copy. 

Mr. Crowt. I do not have it in here, no, sir. 

Mr. Reppan. In what file would that memorandum be contained 
and why would it not be in your file? 

Mr. Crow.. Well, this—why it would not be in this file I could 
not advise you, although, how it would help me also is not quite 
clear either. 

Bear in mind I have read this very quickly. 

Mr. Revpan. Mr. Keating, have you seen that memorandum before? 

Mr. Keattne. I could not say, but I, but the subject here is “Deputy 
Director” USOM Laos, so I am assuming this came out of his file. 

Mr. Meaper. Out of whose file? 

Mr. Keatina. Deputy Director in Laos. That would be in his file, 
Tam assuming. 

Mr. Reppan. Was that sent or brought to your attention? 
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Mr. Harpy. You say you haven’t seen it before. 

Mr. Crown. I may have, I have not used it as a working too] 

Mr. Harpy. Let Mr. Keating see it. 

Show it to Mr. Crowl, too, and let’s see if he is familiar with 

Mr. Kerarinc. I am not sure whether I have seen it before. Nor. 
mally I should see any mail coming in from Kelly if it was addregseg 
to me. 

Mr. Mraper. By the way, Mr. Keating, was Mr. Kelly directly 
responsible to your office ? : 

Mr. Keatina. He was directly responsible to Mr. Guinane, who Was 
head of our Inspections Division. 

Mr. Meaper. He wasn’t on the payroll of any USOM, either Bang. 
kok or Laos? 

Mr. Keratine. No. 

Mr. Harpy. Mr. Crowl, do you recognize that memo? 

Mr. Crowt. Yes, I am sure I have seen this, yes. 

Mr. Meaper. Mr. Kelly was not required to report to the Director 
of USOM in Laos any results of investigation he made at you 
direction ? é 

Mr. Kratinc. Yes, if it was in interest to the Director of La 
he should report it to him unless the Director himself might haye 
been involved and I know of no such case, in which case, he would 
report to me direct. 

But normally, he should cooperate and coordinate his work with 
whatever Mission Director he is serving. 

Mr. Meapver. For example, the letter of January 10, 1958, from 
which Mr. Crowl had been reading, January 14, excuses me. 

Mr. Crowt. Yes, sir. 

Mr. Meaper. Would a copy of that memorandum have been sent to 
the Director of the Mission in Laos? 

Mr. Kerattne. No. 

Mr. Meapver. That would not have been sent? 

Mr. Kratrnea. No. 

Mr. Meaper. And he would not advise the Director of the Mission 
of the contents of this report? 

Mr. Kerattne. I will check and make sure. 

No, there were no copies sent of this letter. It came directly— 

Mr. Meaper (interposing). I had one other question, Mr. Crow. 

Mr. Crown. Yes. 

Mr. Meaper. Before Mr. Miller made these reports and had these 
discussions with Mr. Ward and others in Washington, after his return 
from Vientiane, before that time, did you have any complaints in your 
files on the conduct of the Mission in Laos or on the conduct of any 
personnel of the Mission ? 

Mr. Crown. Well, that is rather difficult to answer. Put it this way, 
we have complaints that come to our attention from time to time, and 
we resolve the complaints and then they are filed and the action, what- 
ever action is taken. I am sure that we have had, we must have had 
from Laos. 

Mr. Meaper. Now, have you reviewed your file for this hearing, for 
the purposes of this committee? 

Mr. Crow. Yes. 

Mr. Meaper. Can you tell me whether or not prior to the complaints 
made by Mr. Miller you had other complaints on the conduct of per- 
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sonnel in the npn Ser mean complaints of misconduct or 
£0; bserve regulations ‘ 

oe Saena. I can answer that; yes, we did, not on this subject, but 
on other eevee matters, we have had complaints from Laos 
: started out. 

Som. Have you had a lot of them, Mr. Keating? 

Mr. Keattne. Yes. aot 

Mr. Meaver. Right from the very beginning? 

Mr. Keatinc. Yes. , 

Mr. Meaper. What action did you undertake prior to this letter of 
instructions to Mr. Kelly to investigate these complaints? adi 

Mr. Keattne. I don’t recall that we had any allegations on Uni- 
versal, but we had allegations of misconduct, perhaps personal con- 
duct in a good many cases. I don’t recall that we had any in which 
bribery of our personnel was alleged or fraud, but we had various 
complaints coming in from time to time, such as personal behavior. 
I don’t know of any allegations of fraud by USOM personnel that 
we have had there. There may have been, but I don’t recall any 

ifically. 
Pir, ee And you don’t either, Mr. Crowl, from your review of 
q 
 clww. I can’t from my own knowledge. Like Mr. Keating, 
Iam sure we have had complaints but I can’t give you any specifics, 
no, sir. 

Mr. Meaver. And no investigation had been ordered prior to the 
time Mr. Miller made his complaints? 

Mr. Crow. On Universal Construction Co. ? 

Mr. Meaper. With respect to the conduct of personnel in Laos, with 
respect to these business transactions. I am not talking about any per- 
sonal misconduct, but I mean of a business nature? 

Mr. Crown. Not to my knowledge, no, sir. 

Mr. Harpy. Now, Mr. Crowl, you say you recall having seen this 
letter ? 

Mr. Crown. Yes, sir. 

Mr. Harpy. It is not in your file however? 

Mr. Crowx. Not in this file. 

Mr. Harpy. What file would it be in? 

Mr. Crown. I can’t be sure, but I think we could find it. It may be 
in a security file and probably is. 

Mr. Harpy. Would that be in your office ? 

Mr. Crow. Not in my office, no, sir. 

Mr. Harpy. Mr. Woods tells me you read this letter to him on the 
telephone ? 

Mr. Crown. I didn’t read the complete letter. I do recall seeing one 
paragraph there that answered a question that he asked me, and that 
came as [ recall, from the security file. 

Mr. Harpy. Now, this is an awfully peculiar situation, and I think 
we ought to get right down to the meat in this coconut. I want to 
know why your memory is so poor, if what Mr. Woods tells me is 
correct. He tells me you read it over the phone and that it was taken 
down in shorthand by one of our girls. 

Now, see if that refreshes your memory. 

Mr. Crowt. I do know that a part of it was. 
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Mr. Harpy. Where did he get the rest, a letter read on the telephone 
and taken by a stenographer in our committee office ? 

Mr. Crow. Very well. 

Mr. Harpy. I don’t know exactly how long 9go this was, but it Was 
very recently, and how your memory can be so faulty before this com. 
mittee, I don’t know. Bear in mind, please, sir, you are under oath, 

Mr. Crowt. I realize that, and I also know it was not here when 
I was putting this file together, it didn’t seem to fit in, in my judgment 

Mr. Harpy. I wish we didn’t have so much trouble getting informs. 
tion that we could rely on out of the agency. Every time we get 
witness up here we have a cat and mouse game. It is getting to kk 
a little bit discouraging. 

Now, that letter has a direct bearing on this whole case. When yoy 
raise a question as to whether—it is classified official use—can if by 
read? Let Mr. Grant take a look at it. I don’t believe it is necessary 
to have it declassified, if it is official use only. I don’t believe that js 
a statutory classification. 

Mr. Meapver. While he is looking at that, may I ask Mr. Crow], 
question. 

Mr. Crowt. Yes, sir. 

Mr. Meaper. Another thing kind of puzzled me, your letter to Mr. 
Kelly was dated December 10, if my recollection is correct. 

Mr. Crowt. Yes, that is right, sir. 

Mr. Meaper. 1957. And one of his memos was November 12, 1957, 
concerning this misconduct, as I understand it. Were there other 
communications which you didn’t mention earlier, which instructed 
Mr. Kelly to conduct an investigation of these allegations of miscon- 
duct made by Mr. Miller? 

Mr. Crowt. First one was December 10, that was the first one, 

Mr. Meaver. Well, why should Mr. Kelly have been reporting to 
you on investigations of misconduct made by Mr. Miller before he 
received your letter of instructions? 

Mr. Kratine. He can initiate investigations without authorization 
from here. 

Mr. Meaper. In other words, those memos that he sent to you on the 
subject of misconduct of personnel in the Lao Mission were on his 
own initiative and not in response to any direction or instructions or 
requests from your office ? 

Mr. Keating. That is right. 

Mr. Meaper. You made no such request until December 10, is that 
correct ? 

Mr. Crown. That is correct. 

Now, on January 14—— 

Mr. Harpy (interposing). Excuse me, Mr. Meader. Just a min- 
ute, Mr. Crowl. 

I want to clear up this business about this memorandum that we 
have just been referring to. Mr. Grant has it back there. I am just 
a little tired of this kind of testimony. Now I want you to look at 
that again, and I would like direct testimony as to whether you did or 
did not read that entire letter to a stenographer in my subcommittee 
office. And your memory can’t be so bad you can’t recall it in1 
week’s time. 

Mr. Crowt. I did, yes, sir. 
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Mr. Harpy. Why didn’t you say so earlier. Can you explain that 
mmittee ¢ 
“a Cae. Ididn’t recallthat. . 

Mr. Harpy. I have sent for Miss Kurtak and I was going to put her 
under oath just to prove that you had an awfully poor memory if you 
can’t remember something that occurred a week ago. 

Mr. Grant, I think we are going to have to try to do something to 

t these witnesses to be a little more responsive. I can’t believe that 
man in his position has a memory as poor as that. It is Just incon- 
ceivable, You take it for granted the committee doesn’t have sense 
enough to understand it. 

Mr. Meaver. Mr. Chairman, I think the record should show Mr. 
Grant said the letter can be declassified. _ “enn 

Mr, Harpy. Mr. Grant, this is an official-use-only classification on 


this letter ? 
Mr. Grant. Yes. al a 
Mr. Harpy. It is an agency classification ? 


Mr. Grant. Yes. 

Mr. Harpy. It is not a statutory classification ? 

Mr.Grant. This can be declassified. 

Mr. Harpy. Not only can it be declassified, but the committee doesn’t 
have to respect it, I believe, legally. I would prefer to respect it, but 
since you say it can be declassified, Mr. Reddan, any pertinent part 
of it should be read into the record. 

Mr. Reppan. This is a memo dated October 30, 1957, from William 
Kelly, Regional Inspector, Bangkok. Subject: Deputy Director 
USOM/Laos. 


You are familiar with the fact that on October 10, 1957, Gordon H. Messegee, 
Deputy Director, USOM/Laos submitted his resignation effective December 20, 
1957. 

Today I heard, unofficially, that ICA/W has accepted the nomination, by Carl 
B. Robbins, Director, USOM/L of Edward T. McNamara, presently Chief, Pub- 
lic Works and Industry Division USOM/Laos as Deputy Director. 

The purpose of this letter is to bring to your attention the fact that for the 
past 2 years, in his capacity of engineering officer, USOM/Laos, McNamara has 
had a great deal of contact with Universal, which is a Thai company owned by 
Willis Bird and G. E. Peabody, with the active management of operations in 
Laos being handled by the latter individual. The corporation has a number of 
contracts with USOM/Laos. Its principal contract is for the construction of the 
road between Luang Prabang and Vientiane. If you will refer to the docnu- 
mentary material submitted in connection with the dismissal of Haynes Miller, 
end-use investigator, USOM/Laos, you will note that Miller’s chief complaint is 
that Universal’s contractual responsibilities are so loosely worded that they 
are incapable of definition and that Universal has profitably capitalized on the 
situation at every opportunity. By inference, Miller indicated that McNamara 
might be personally interested in creating a beneficial relationship between 
Universal, the Lao Government and USOM. 


Now, the last paragraph on page 2 reads: 


Under these conditions, I wonder as to the propriety of using McNamara for 
the position of Deputy Director. I feel that a new individual with no previous 
acquaintanceship with local contractors would be in a better position to deal 
impersonally and objectively with the ever recurring problem of Laos. 


Mr. Monacan. What is the date of that? 
Mr. Reppan. October 30, 1957. 


Mr. Harpy. Now, can you tell the committee where that letter was 
when you read it to us? 
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Mr. Crowt. In a security file of McNamara. 

Mr. Harpy. Is it in his personnel file ? 

Mr. Crow. No, sir, security file. 

Mr. Harpy. I don’t understand your files. But it certainly seems 
to me that it has a very definite relationship to this whole j Investig. 
tion, especially in view of the fact that McNamara was one who wa 
involved in the charges on which you have indicated you initiated, al 
investigation. I will have to confess, your performance here today 
leads me to question the entire oper ation of that office. 

Mr. Meaper. I was a little curious about one passage in this letter. 


Mr. Crowl. 


You will note that Miller’s chief complaint is that Universal's contracty 


Caine al re 
sponsibilities are so loosely worded— 


and so on, which makes me wonder how did Mr. Kelly know about 
Mr. Miller’s complaint when he wrote this note on Oc ‘tober 30, 1957, if 
it wasn’t until some 6 weeks later, on December 10, 1957, that you in- 
structed him to look into these various matters th: at arose from Mr. 
Miller’s complaint? 

Mr. Crowt. I cannot answer that, sir, excepting since he covered 
that area he probably met Miller from time to time. 

Mr. Meaper. In other words, he was aware of Miller’s end-use check 
from what Miller may have told him or reported to him before Mille 
came back to Washington; is that correct ? 

Mr. Crowt. I think so. 

Mr. Harpy. Now, I believe you had a letter in your file, from Kelly, 
which was dated in October, prior to this letter. I believe it was 
October 1. Isn’t that correct ? 

Mr. Keatinc. There is one on October 1. 

Mr. Harpy. I am not sure it is not on October 14. 

Mr. Crow. October 11, where he sent in some end-use reports, 

Mr. Harpy. Now, in that letter of October 11, he referred toa 
40-page report that Miller was supposed to prepare. This is a sub 
sequent letter, but it does not make any reference to the report, except 
in the record and I think, Mr. Meader, that is the thing you are talk- 
ing about. From that letter, it would seem to be clear that the Miller 
report had, by this time, come to Kelly’s attention. 

Mr. Meaper. Well, apparently Mr. Kelly found out about Mr, 
Miller’s complaints from sources other than your office; is that cor- 
rect ? 

Mr. Crowt. In the beginning, yes, sir. 

Mr. Meaper. Because until December 10, which you said was your 
first communication with Kelly, you had not advised him about Mr. 
Miller’s complaints and charges? 

Mr. Crow. That is correct, sir. 

Mr. Meaper. I notice that this document ftom which counsel read 
says: “From William M. Kelly, Regional Inspector, Bangkok.” But 
it does not say to whom it was addressed. Now, presumably, there 
must have been—— 

Mr. Keratrnc. It would have been me. 

Mr. Meaper. Addressed to Mr. Keating? 

Mr. Keatrna. I am sure it would be. 


Mr. Meaver. Now. the burden of Mr. Kelly’s letter is that Mr. 


McNamara ought not to be appointed Deputy Director. 
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Mr, Keattnc. That is correct. 

Mr. Meaver. Would he normally write such a letter as that to you? 
You don’t have the power to appoint a Deputy Director, do you? 7 

Mr. Keatrne. No, but he would write to me perhaps so that I would 
ass it on to someone else. 

Mr. Meaver. Did you in fact pass it on? 

Mr. Keatrtna. I w ould have to look at the file. 

Mr. Meaver. You don’t have any recollection ? 

Mr. Keatina. I don’t remember it. 

Mr. Meaver. You don’t remember seeing it but it was addressed 
to you! 

Mr. Keattnea. I said I can’t remember that specific letter, but it 
looks like a letter that would come to me. 

Mr. Meaper. Suppose it did come to you, Mr. Keating, and you 
think it did, what would your action be on the basis of ‘this letter 
and did you or can you find out, since you apparently don’t recall at 
the moment, whether you did take any action ? 

Mr. Keattnc. Yes, I can find that out for you. 

Mr. Meaper. I would be curious to see whether or not these reports, 
when they come in, result in some action or whether they are just 
filed somewhere. 

Mr. Keatinea. I could call and find out what was done. 

Mr. Meaper. Let me ask you this. Who would be the appointing 
authority for the Deputy Director ? 

Mr. Keatine. The Deputy Director for Management would nor- 
mally handle that, which at that time, I believe, was Mr. W. K. Scott. 

Mr. Meaper. So your procedure, in case you were impressed by Mr. 
Kelly’s suggestion, ‘would be to call Mr. Scott and say, “We have this 
information from our investigator in Bangkok who thinks it would 
be a mistake to appoint Mr. Mc ‘Namara Deputy Director,” and you 
are going to find out and advise the committee whether or not you ‘did 
in fact do that ? 

Mr. Keatine. It might have been Mr. Scott, or it might have been 
Dr. Moyer or Dr. Fitzgerald. 

Mr. Meaver. Do you have confidence in Mr. Kelly’s ability as an 
investigator. 

Mr. Kratrne. Yes, IT have. He is not with us any more. 

Mr. Harpy. Where is he? 

Mr. Keatinc. He is Executive Officer in Cambodia. 

Mr. Harpy. Of the Mission ? 

Mr. Keating. That is correct. He left shortly after this Miller in- 
vestigation started. 

Mr. Harpy. We might go back now and pick up on the chronology 
we were discussing to try to see what happened after these instruc- 
tions were sent out to Mr. ‘Kelly. 

Mr. Crown. On January 14, 1958, Mr. Kelly, by a letter to PSI, ad- 
vised he had interviewed indiv idus ils that we instructed him to, and 
that they did not support Miller’s allegations concerning the 5 percent 
bribe 

Mr. Repp AN. Are they the subjects he interviewed ? 

Mr. Kratinc. The people named by Miller. 

Mr. Crow. People named by Miller who should be able to give us 
assistance. Nor was he able to prove the statement that this one con- 
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tractor was era | another because the names that we gave hj 
vehemently denied they made any such statement to Mr. Miller. 


not ? 

Mr. Keatrine. No, sir. 

Mr. Crow. It was not. 

Mr. Meaper. Now, Mr. Crowl, did Mr. Kelly simply go to the le 
that were accused and ask them whether or not it was so, or did he do 
something beyond that by way of investigation ? 

Mr. Kreative. I think I can answer that question. Ona good many 
of the allegations made by Mr. Miller, we asked who, do you knoy 
that personally, and his answer was, in a good many cases, “no, but g9 
and so will support me on it.” And we went to so and so in those 
cases. And they did not support him. 

Mr. Mrapver. Well, I am asking, from the report Mr. Kelly made, 
does it appear that he did more than simply interview either the one 
who were accused or the sources named by Mr. Miller to ascertain 
whether or not the allegations were correct ? 

Mr. Crowt. He went to the sources named by Mr. Miller. 

Mr. Meaper. Only? 

Mr. Crowt. That is right. 

Mr. Meaper. He did not go to anybody’s books? 

Mr. Crowt. No. 

Mr. Meaper. He did not seek any documentary evidence ? 

Mr. Crowt. No, sir. 

I might explain on this 5-percent situation, that has to do witha 
group of houses that were not built. The matter was never con- 
sumated. 

Mr. Meaper. But so far as his report indicates, he went to the peo- 
ple who were accused and he went to those who were named by Mr, 
Miller as sources, and there his investigation stopped ? 

Mr. Crowu. That is right, insofar as Miller’s sources were con- 
cerned. 

Mr. Harpy. And if this subcommittee had stopped there, we would 
not have the testimony we had this morning. Is that the extent of 
norma! investigations conducted by your office ? 

Mr. Crow. Plans were being undergone to send an audit team out 
to Laos, and Kelly was under instructions to tie in with them and work 
this out together, which of course 

Mr. Harpy. Wait a minute. When were those instructions issued! 

Mr. Crowt. The plans were in the December 10 letter. They didn’t 
materialize, however, until Mr. Burns went—whenever he went. 

Mr. Harpy. They didn’t materialize until after this Committee got 
involved and put on a little pressure to do something. I think it is 
clear; you don’t need to comment on that one. 

Mr. Meapver. Am I correct, the record shows Mr. Burns did not go 
out there until] June of 1958? 

Mr. Crown. I do not know the date, sir. I think that is about 
right. But I do not know. 

Mr. Harpy. In those instructions you made the statement, I believe, 
that four ICA employees were alleged to be possibly involved in 
bribes. I believe you also made the statement that four non-govern- 
mental persons also were alleged to be possibly involved in bribes 
What did the investigation of Mr. Kelly develop in those inquiries! 





r. Harpy. Now, one of those contractors was Universal, was it 
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Mr. Crown. It did not prove any bribery. 

Mr. Harpy. Do you have any knowledge, any information, concrete 
information as to the extent of his investigation ? 

Mr. Crown. I mentioned the letter of January 14, in summary, gave 
you what Thad. 

Mr. Harpy. Is that all you have? 

Mr. Crowt. In addition to that, he had the memoranda from Mis- 
sion officials, their explanation of their actions. 

Mr. Harpy. And all of them would be self-serving, would they not? 

Mr. Crowx. They could be. 

Mr. Harpy. Of course, they would. Do you find any evidence of 
anything else that was done or anything to indicate that any rea- 
sonably thorough investigation was conducted? Do you know what 
kind of an investigation was conducted ? 

Mr. Crow. This is the extent of Universal investigation on those 
six contracts, so far as I know. 

Mr. Keatina. You conducted some inquiries here in Washington. 

Mr. Crowz. Oh, yes. 

Mr. Harpy. What was done in Washington ? 

Mr. Crow. I interviewed Haynes Miller for 10 days on a question 
and answer basis on each of the six contracts that he stated in his 
judgment there was or could be some irregularity in, pinning down to 
the best of my ability ape direct proof that he might have on irreg- 
ularities of these people that he talked about. 

Mr. Harpy. Were you investigating Miller or investigating his 
charges ? 

Mr. Crowt. I needed to have a basis on whom to go to and the man 
that makes the allegations ordinarily is in the best position to give 
you leads. We wanted leads. So we got the information that he 
could give us. We then made inquiry in ICA Washington to get 
what papers we could, the contracts. 

We interviewed Mr. McNamara on 5 days. We did not conclude 
our interviews with Mr. McNamara; he resigned and did not return 
toour office. 

Mr. Reppan. Where did he go? 

Mr. Crowt. With Murrow, Mendenhall, & Miller. 

Mr. Reppan. Transportation Consultants? 

Mr. Crowi. Yes sae no. 

Mr. Reppan. Did you ever check Transportation Consultants’ pay- 
roll? 

Mr. Crown. No, sir. 

Mr. Reppan. Did you ever look to see who was paying Mr. Mc- 
Namara ? 

Mr. Crown. No, sir. 

Mr. Harpy. And you spent 13 years with the FBI? 

Mr. Crow. That is right. 

Mr. Reppan. Where was Mr. McNamara located with Murrow, Men- 
denhall, & Miller ? 

Mr, Crowt. The information I had, when I first got it, was in May 
of 1958, as I recall, was that he was working on some roads in Balti- 
_, Then subsequently, in November or December of 1958, I 
ound—— 

Mr. Reppan. Excuse me, Mr. Crowl. I want to go back to the time 
you say you talked to Mr. McNamara and that he then left ICA. 
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Mr. Crow. Yes, sir. 

_ Mr. Reppan. Had you completed your investigation of him at that 
time ? 

Mr. Crown. Well, I had interviewed him as much as I could whil 
he was here available for an interview, while he was an employee of 
ours. Then we sent 

Mr. Reppan. You mean he was not available after that time? 

Mr. Crown. I did not try to get hold of him after that time unt 
November or December of this year. That is correct. 

Mr. Reppan. Had you felt back in October of 1957, that you haq 
completed your investigation of Mr. McNamara? 

Mr. Crown. Completed my inquiries of Mr. McNamara? 

Mr. Reppan. Yes. 

Mr. Crown. I would have carried the interviews further had he 
been available for me to do so. 

Mr. Reppan. Where was he after he left ICA? Do you know te 
was not available? 

Mr. Crown. I do not know where he was. I heard 

Mr. Reppan. Would it surprise you to know he was a block aw 
from you? 

Mr. Crowt. I didn’t know where he was. 

Mr. Reppan. You knew he went with Murrow, Mendenhall, ¢ 
Miller. 

Mr. Harpy. You did not really try to find him ? 

Mr. Crow. No. 

Mr. Harpy. You did not make any checks to find out where he had 
bank accounts ? 

Mr. Crow. There was none I could except by asking him. 

Mr. Harpy. You might find out through GAO, might you not? 

Mr. Keatine. Mr. Chairman, we could not get the bank accounts, 

Mr. Harpy. You wouldn’t have had to. It is your job to runa 
security office; you are supposed to be able to run these things down 
and carry out investigations. 

Mr. Keatinc. I think—Mr. Crow] advises me that he asked Me. 
Namara for a net worth statement, which included bank accounts 

Mr. Harpy. And he did not give it to you. 

Mr. Keatine. I think that is why I suggested your staff do it, since 
you had subpena power. 

Mr. Reppan. Who suggested it? 

Mr. Harpy. Wouldn’t that have immediately raised in the minds of 
any investigator who was worth his salt a suspicion that there was 
some reason for withholding it ? 

Mr. Keatine. Yes, we had suspicions. 

Mr. Harpy. And wouldn’t there have been other areas in which you 
could have found out a little something about his finances, besides 
using a subpena? 

Mr. Crow. That is right. 

Mr. Harpy. Mr. Meader just brought up a point. I don’t believe 
we established the date of your questioning of Mr. McNamara. When 
was that, please, sir? 

Mr. Crowt. November 19, 20, 21, December 2 and 4, 1957. 

Mr. Harpy. And every one of those dates was after the letter of 
October 30, was it not ? 








ay 





Mr. Cr 
Then I 
cember 23 
Mr. Ha 
Mr. Cr 
Mr. Ha 
Mr. Cr 
letter aut 
his safe 
turns. 
day, that 
ive US a) 
Howev 
On Decer 
him and 
us his bat 
ary 4, 195 
\fn HL 
1958? 
Mr. Cr 
Miller ha 
Mr. H: 
Mr. © 
Burns, W 
lieve, tha 
ing his fi 
was in I¢ 
covered t 
had hear 
Mr. H 
tention ? 
Mr. C1 
rough di 
in Nover 
Mr. H 
Have yo 
Mr. C 
There 
where P; 
seven ph 
Mr. H 
Mr. C 
Bangkol 
of this y 
ords, wh 
office. 
We as 
so that 
did not 
We dor 
Also, 
signed i 
structed 


41 


Lat 


ile 


til 


ud 


he 


he 


8 


\ 


UNITED STATES AID OPERATIONS IN LAOS 419 


71. That is right. 

then T interviewed him December 15, 1958, and telephonically De- 
cember 23, 1958, and telephonically February 4, 1959. 

Mr. Harpy. February 4, 1959? 

Mr. Crown. Yes, sir. 

Mr. Harpy. What was the purpose of that? = | 

Mr. Crowt. December 15, 1958, we asked him if he would give us a 
letter authorizing us to make an examination of his bank accounts, 


his safe deposit boxes, his brokerage accounts, and his income tax re- 
mn | Y , p *K » } ye Vow 
turns. He told us that he was going to New York, I believe, the next 


day, that he was going to consult with his attorney, that he would not 
give isa yes or no until he consulted with his attorney. 

However, he thought very likely that he might be able to do that. 
On December 23, after he had gotten back from New York, we called 
him and he said that his attorney suggested at that time he not give 
us his bank account, the information we asked. And then on Febru- 
ary 4, 1959, he gave us a final flat refusal. 

Mr. Harpy. Why did you revive these conversations in December 
1958? 

Mr. Crown. We told him that, based on the allegations that Haynes 
Miller had made— 

Mr. Harpy. That was a year earlier. 

Mr. Crown. And based upon the results of the audit report of 
Burns, which was made available to us October or November, I be- 
lieve. that it looked like that we should find out all we could concern- 
ing his financial condition before he got into ICA, during the time he 
was in ICA, and after he had left ICA, to see if any evidence was un- 
covered that he had been engaged in these things that Haynes Miller 
had heard rumors of. And he denied us that privilege. 

Mr. Harpy. When was the final Burns report called to your at- 
tention ? 

Mr. Crowt. I believe in October when Mr. Burns got back. It was 
rough drafted in sections we were going into, and I think it was early 
in November, when it was finalized. 

Mr. Harpy. Weren’t there a lot of reports about Mr. McNamara? 
Have you done anything else about them? 

Mr. Crown. Yes, we have. 

There were seven contracts which were items in the Burns report, 
where PSI was set for action. We have made inquiry in each of those 
seven phases, or seven contracts. 

Mr. Harpy. And you have disposed of all of them ? 

Mr. Crown. No, sir, there is still under investigation one matter in 
Bangkok, to wit, Mr. Peabody, who was interviewed by me in January 
of this year, gave us written authorization to audit his books and rec- 
ords, which is not a function of PSI, it isa function of the Controller’s 
office. 

We asked Mr. Peabody for a list of what books and records he had, 
80 that we might know what he was talking about. He said that he 
did not know, but he would make inquiry and he would so advise us. 
We do not have a record of those books and records yet. 

_Also, there was one contract where there is some question as to who 
signed it, the date of execution of it and the signature. We have in- 
structed our regional inspector in Saigon to check at Universal for 

41067—59-—_28 
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the purpose of seeing their copy of the contract, so that we can knoy 
definitely who signed the contract and the dates of it. We have thog 
two things outstanding. I think that is probably it, sir. 
(The following information was supplied by ICA as a regu 
investigation which followed the subcommittee’s hearings :) 

The Universal Construction Co., Ltd., was incorporated in Bangkok, Thailang 
May 23, 1956, with an initial capital of 200,000 baht (2,000 shares of 100 
each). The initial stockholders of record are Gerald Arden Peabody, 499 shares: 
Morris Freeman William, 499 shares; Willis H. Bird, 499 shares; Charles Ani. 
Peterson, 499 shares; John Richard Long, 1 share; Miss Chodchoy Chut 


1 share; Sawasdi Ekaratana, 1 share; Rajwongying Varnaphimol Soradhes, | 
share.) 


of | 


Mr. Harpy. Now, as far as books and records are concerned, did you 
inquire of the Controller’s office as to their knowledge of his booksanj 
records ? 

Mr. Crown. Yes; I did. 

Mr. Harpy. They couldn’t give you a list of them? 

Mr. Crowu. Well, after Mr. Burns got back, we asked what recon 
were there, and he told us that they were very, very sketchy, althoush 
he had not been, to my knowledge, in the Universal Construction () 
premises at Bangkok. He may but I do not recall. But we do n¢ 
have a record of what Universal Construction Co. at Bangkok has 
We would like to get it. 

Mr. Harpy. Is it true ICA does have a right to audit those books! 

Mr. Crowt. I am told by the Controller’s office that depends on hoy 
the contracts are worded. And, of course, there was some discussiqn 
here yesterday, I think on PMDC, or DC-85, which I could not speak 
for, but I recall on lump-sum contracts, we do not have authority, and 
- the others, we might, if the contract so specifies. But, neverthe. 

ess, we 

Mr. Harpy (interposing). If the contract does not so specify and 
the regulation calls for it to so specify, then what do you do? 

Mr. Crown. Again, this is a Controller’s function. We are no 
auditors or accountants. We make the records available to the Con- 
troller’s office and that we are trying to do or have done, I think, in 
this case. 

Mr. Harpy. I think if you improve your performance as investiga 
tors and inspectors, maybe we ought not to expect you to have to 
review the books. 

Mr. Reppan. Mr. Crowl, in response to a question by Mr. Meader, 
you stated that the complaint about the payment of 5 percent com- 
mission to Mission personne] related to housing which had never been 
completed ? 

Mr. Crowt. Yes. 

Mr. Reppan. Was that matter investigated by Mr. Kelly? 

Mr. Crowt. It was investigated by getting information from th 
sources Miller referred to us, to see for information, that was done. 

Mr. Reppan. Is that the housing development in which the contrac 
tor went bankrupt in Laos? 

Mr. Crowt. I believe so, sir. 





Mr. Reppan. Do you know how much was put into that contract be- 


fore he went bankrupt ? 
Mr. Crowt. I don’t know that any of our money was, I can’t answer 
that, sir. 
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Mr. Reppan. Do you know whether or not that is the same contrac- 
tor who built the labor camps or started to build the labor camps for 
the road project in Cambodia and went bankrupt there ? 

Mr, Crow. I do not know. 

Mr. Revpan. Do you know whether it is the same contractor who 
again went bankrupt in Vientiane? 

Mr. Crowt. I don’t think so. 

Mr. Harpy. Do you know who the contractor is? 

Mr. Crowu. I have that, yes, sir. 

Mr. Harpy. In any event, it was a contract never performed, so 
let’s have the name of the contractor. 

Mr. Crowt. The Thai Technical Services Co. 

Mr. Reppan. Is that an American corporation ? 

Mr. Crowt. Not to my knowledge. 

Mr. Reppan. Are any of the oflicers American citizens? 

Mr. Crowz. From the information I have received I could not 
answer that definitely. I do not think so, but I could not give you 
a positive answer on that. 

Mr. Reppan. Mr. Crowl, have you completed your chronology? 

Mr. Crowt. Yes, sir. 

Mr. Meaper. Mr. Crowl, you kind of left this up in the air. Coun- 
se] asked the question, now maybe you didn’t have the information, 
but the Thai Technical Services Co. was the contractor referred to in 
this 5 percent commission or kick-back or something ? 

Mr. Crowt. Right, yes, sir. 

Mr. Meaper. Now, do you or do you not have information whether 
Thai Technical Services was paid anything on that contract ? 

Mr. Crowt. We have information from Kelly who made the in- 
vestigation of those individuals who are reported by Miller to have 
knowledge of it that it had not taken place. 

Mr. Meaper. What had not taken place? 

Mr. Crown. There had been no 5 percent offer of bribery with 
anyone connected in USOM. 

Mr. Meaper. Now, do you know whether or not the Thai Technical 
Services did go bankrupt ? 

Mr. Crow. I do not. 

Mr. Meaper. On this job? 

Mr. Crow. No, sir. 

Mr. Meaver. Do you know whether or not they received any ICA 
funds directly or indirectly on this job? 

Mr. Harpy. I think that is important, because you testified that 
the project wasn’t built. 

Mr. Keatine. I think Kelly made that statement in his letter. 


TESTIMONY OF NICHOLAS CARTER dePAUL, JR., DEPUTY ASSISTANT 
TO THE DIRECTOR FOR LIAISON, INTERNATIONAL COOPERATION 
ADMINISTRATION (FORMERLY DIRECTOR, U.S. OPERATIONS 
MISSION, LAOS) 


(Thereupon, Nicholas Carter de Paul, Jr., was duly sworn as a wit- 
ness and testified as follows :) 

Mr. Harpy. Mr. de Paul, will you give the stenographer your full 
name and your present position ? 
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Mr. pePavt. Nicholas Carter dePaul, Jr. My present 
Deputy Assistant to the Director for Liaison of ICA. 

Mr. Harpy. Give the committee the benefit of a little 
sonal background. 

Mr. pEPaut. Born in New Jersey in 1919, graduate of Brown Uni. 
versity and Harvard Graduate School of Business Administratigy 
Formerly associate professor of industrial management. Spent som 
years In security analysis in Wall Street, and I have been with th 
Government for the last 11 years, beginning 1948, with ECA, Varions 
positions in Paris, in Washington, and in southeast Asia. Formerly 
Director of the United States Operations Mission to Laos from Janj. 
ary 6, 1955, until the end of July, 1957. 

Mr. Harpy. That is fine, thank you, Mr. de Paul. 

Now I wonder if we might clear up this Thai Technical Services 
business. You have heard a reference to an allegation of possible 
5 percent commissions in connection with certain housing contracts 
Was that a contract that was awarded to Thai Technical Services? 

Mr. pePavt. I would like to give background on Thai Technica) 
Services contract, for this reason. There are two types of transy. 
tions involved. The USOM Laos entered into an agreement with 
Thai Technical Services sometime in 1956 that provided for—and ] 
believe this might be called a contract, but one that provided for pay- 
ment of a stipulated amount as rental for housing units to be cop. 
structed by this company, the rental to be paid only after acceptane 
of the finished housing units ready for occupancy. 

This desired goal was never achieved, at least to my knowledge 
(although I do believe that this project has been reactivated recently, 
but I have very little knowledge of that) but the contract provided 
for payment of rental only upon acceptance for occupancy. 

Mr. Reppan. Mr. de Paul, what was the relationship or the ratio 
of rent to the total cost. of the project? In other words, how soon 
would the rent pay off the cost of the project ? 

Mr. pePavt. I don’t believe I am in a position to quote figures on 
that. I can tell you this, that the seintellh charged for the type of 
dwelling that was to be provided were on the going market in Laos 
at that time in terms of dollar costs to the United States, extremely 
reasonable. This would have been the best housing bargain that we 
could have found in that country at that time had it materialized. | 
believe the rents were something of the nature of $215, $230 or $240 
per month per family unit, meaning a rather well-sized 2- or 3-bed- 
room house. 

Mr. Harpy. Let me see if I understand. The USOM in Laos 
worked out this agreement with Thai Technical Services to lease 
these houses after Thai Technical Services had built them, is that 
correct ? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. And lease them for Mission personnel ? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. Then did Thai Technical Services get U.S. dollars to 
build this with under contract with the Lao Government ? 

Mr. peEPaut. No, sir. The other side of the equation is this: The 
Thai Technical Services, being a foreign company, based in Thailand, 
and incidentally, I can’t give the nationality of all of the owners, but 
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the principal protagonist, salesman, and general manager, was a Mr. 
Theodore Amor, who is or was a British subject. tuo 

Mr. Reppan. Are there any Americans connected with that firm ? 

Mr. pePaut. There were several other people connected with it. 
[cannot state whether they were British or American. I suspect they 
were British. 

Mr. Reppan. Was there an American connected with that firm who 
was formerly connected with USOM Bangkok ? 

Mr. pEPAUL. Indirectly Robert Weber, a former program officer 
of USOM Bangkok, I believe, during the early 1950’s, and presently 
established in Bangkok as, I believe, the owner and manager of the 
Thailand Economic Development Corp., and also an attorney, was 
associated with Tha Technical Services, I believe, as an attorney, 
during a certain period and later withdrew his connection, at least SO 
he told me, along about 1957, I think. I don’t know the extent of his 
participation, but we did deal with him in connection with this project 
in part. a 

Mr. Reppan. Was he formerly a Mission employee ? 

Mr. ppPaut. He was formerly an MSA employee in Washington 
and later in Bangkok. 

Mr. Reppan. What was Mr. Weber’s position in Bangkok? 

Mr. pePaun. Program officer of the USOM Bangkok in perhaps 
1952, around there. 

Mr. Reppan. Do you know whether he held any position as an 
officer in Thai Technical Services ? 

Mr. pePaut. I don’t believe so, sir. 

Mr. Reppan. In what capacity did you deal with him? 

Mr. pePavut. I dealt with him as a man who was both an attorney 
and familiar with ICA and Government practices and I called upon 
him, or rather he called upon me, but I hoped to work through him to 
bring this project to fruition within the confines of acceptable Govern- 
ment practices, which of course he understood. 

Mr. Reppan. Did you have any idea that he was connected with 
Thai Technical Services ? 

Mr. pePau. Yes, sir. 

Mr. Reppan. In what capacity were you dealing with him then? 
Where did he come into the scheme of things with reference to Thai 
Technical Services ? 

Mr. peEPaut. May I say, sir, I dealt with him only on several occa- 
sions quite later in the process. Originally, when we negotiated this 
arrangement with Thai Technical Services, in the summer of 1956, I do 
not believe Mr. Weber was in the picture. However, the people in 
Bangkok, who were acting for us at that time, would know more ac- 
curately. 

Mr. Harpy. When you were dealing with him, you knew that he 
was acting on behalf of Thai Technical Services? 

Mr. pePaut. When I was dealing with Mr. Weber in 1957 in an 
attempt to get this project off the ground and moving ahead, at that 
time he represented himself to be and I dealt. with him as a, I would 
say, in the capacity of an attorney for Thai Technical Services. 

Mr. Revpan. Did he come to you, Mr. dePaul ? 

Mr. pePaut. He came to me on at least one occasion. 


Mr. Reppan. Did he initiate this relationship between the two of 
you? 
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Mr. pePavt. I would say so, in this connection, although | 
course had known him previously and had talked with him in By . 
kok, and he had visited in Laos on previous occasions in conneeti, 
with other interests that his company, the Thai Economie Devel, 
ment Corp. might have in Laos. ? 

Mr. Harpy. Do you know whether there is any affiliation bety 
Thai Technical Services and Thai Economic Development Cunt 

Mr. pePaut. I don’t know, except in the person of Mr. Weber, 

Mr. Harpy. You mean you don’t know whether they may be sub. 
sidiaries, one may be a subsidiary of another? 

Mr. pePaut. I do not know that. 

Mr. Reppan. When did you first learn that Mr. Weber was asgy. 
ton with or represented in any capacity the Thai Technical Sop. 
ices ¢ 

Mr. pePavut. Sometime in 1957, when he represented himself to ly 
so associated. As I say, in my recollection, in the early negotiations of 
this contract in 1956, to my knowledge, Mr. Weber was in no way in- 
volved. He came into the picture later. 

Mr. Harpy. You mean you know he was not involved or you & 
not know whether he was involved ? 

Mr. vePavt. Of my knowledge, sir, he was not involved, although 
that is not conclusive, he may have been. I don’t believe so. 

Mr. Harpy. Well now, let’s get back to where the money came fron 
that Thai Technical Services got out of that project. 

Mr. vePavut. This presents the other side of the transaction, th 
Thai Technical Services being a foreign corporation, established 
joint venture relationship, I would say, with a Lao company headed 
by French interests, a company domiciled, I believe, in Laos, headed 


by a Frenchman, I recall the name of Monsieur Remonquain, I believe, | 


who headed a France-Lao company of long standing in Laos and 
Saigon. They became associated with Thai Technical Services for the 
Lao execution of the project. They required imports of commodities 
building materials, and most of the structural material necessary to 
complete this project, because virtually none of it was available in 
Laos on the local market. 

Mr. Reppan. What were you going to make the houses out of? 

Mr. pvePavt. Sir, I would like to paint the picture briefly. This 
involved 

Mr. Reppan. What did you have to bring in that you couldn't get 
in Laos in the way of building materials? 

Mr. pePavu. May I say, sir, this project in our minds was cot- 
nected with the establishment in Laos of a building construction it- 
dustry. We believed that a process using interlocking prefabricated 
wooden shapes, asbestos cement panel and processed rice straw, added 
up to a very desirable type of construction which would lend itself t 
mass production in Laos 

Mr. Reppan. Was that a patented process ? 

Mr. pePaut. I believe so. 

Mr. Reppan. Who held the basic patents ¢ jt 

Mr. pePaut. Kingston Interlocking System, I believe it is called. 








I don’t know who has the basic patents, I presume Kingston Co. Ibe | 


lieve that Technical Services was a licensee. 
Mr. Reppan. You were going to bring that company into Laos,s 
that it? 
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Mr. pePaut. What we hoped, sir, was that this project would be 
successfully completed, provide housing, and at the same time, would 
ead the way to the est ablishment, either by these interests or by other 
interests who might get licenses, to establish the fabrication of these 
shapes and train personnel in this type of construction in Laos. _ 

Mr. Harpy. So that the money that went into this housing project 
came through the issuance of the import licenses? 

Mr.pePauu. Yes, sir, _ 

Mr. Harpy. And those import licenses were a part of our defense 
support funds, is that right? 

Mr. pePavut. Yes, sir. 

Mr. Harpy. So defense support funds were used for the purpose of 
providing import licenses and materials were brought in in that way ; 
consequently, American dollars went into every dime that was put in 
there. oa ; ‘ : 

How much was involved in import licenses for that housing project # 

Mr, peEPavt. I don’t know the figures, sir. 

Mr. Harpy. Was there arange? Was there an arrangement where- 
by Thai Technical Services could use kip that they could buy at 100 
to1 and convert it into dollars at 35 to 1, as there was with Universal ? 

Mr. pePavut. No such arrangement was made with Thai Technical 
Services. 

Mr. Harpy. You had such arrangement with Universal ? 

Mr. pePavut. There was an arrangement with Universal with their 
contract under Lao Government where they could convert 80 percent 
of the kip proceeds of a kip contract into dollars at 35 to 1. 

Mr. Harpy. I would like to find out, if I can, how much money we 
lost in terms of defense support funds on this Thai Technical Services 
contract as a result of the issuance of import licenses for a project 
that was never built. 

Mr. pePavut. I don’t have that figure, sir. I can state that the 
type of transaction here involved would, of course, take its place along 
with all other import transactions into Laos. 

Mr. Harpy. Were you Director of the Mission at the time? 

Mr.pePauu. Yes, sir. 

Mr. Harpy. Did you personally participate in the working out of 
this two- or three-cornered arrangement ? 

Mr. pePavt. In part, sir, and part of the time I was in the United 
States, and the work was Seattle’ forward by others, but I did par- 
ticipate in the plan. 

r. Harpy. How did you happen to select Thai Technical Services? 
Was it your selection ? 

Mr. pePaut. They were recommended to us, sir, by the executive 
yo in USOM Bangkok as people who had an interesting capability 
or construction. 

Mr. Harpy. Had you taken the trouble to find out that they had 
gone into bankruptcy and failed to perform on a contract for the 
U.S. Operations Mission in Cambodia ? 

Mr. pePavt. I am aware of that, sir, at this time, but I am not sure 
that this had happened in the summer of 1956. 


; - Harpy. Who was it that made the recommendation in Bang- 
0 
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Mr. peEPaut. I believe I was introduced to Thai Technica] 
and their capability, by the executive officer in Bangkok. 
Mr. Reppan. Who was that? 


Servic 


Mr. pePaut. Mr. Asheanase. 


Mr. Harpy. My gracious, Mr. Asheanase is with us again, 

Mr. pePaut. And they had completed a certain amount of constpy. 
tion for the Mission in Bangkok at that time. 

Mr. Meaper. Mr. Ashcanase was the executive officer of the USoy 
in Bangkok ¢ 

Mr. pePaut. In Bangkok and also served in Laos. 

Mr. Grirrin. Where is he working now ? 

Mr. Harpy. I don’t know where he is now. 

Mr. Meaper. Where is Mr. Ashcanase now, if you know M 
de Paul? _—— 

Mr. pePaut. I believe Mr. Kessler knows. 

Is he in Taiwan ? 

Mr. Harpy. He isstill working for ICA ? 

Mr. Kesster. He is on his way home, Mr. Chairman. 

Mr. Harpy. From where? 

Mr. Krsster. Korea, where he has been the last 2 years, 

Mr. Harpy. Mr. Ashcanase recommended Thai Technical Services! 

Mr. pePaut. On the basis of their actual performance of work jj 
Bangkok. 

Mr. Harpy. Did you or anybody else take the trouble to find oi 
what their record of performance with U.S. funds had been previous) 
in Saigon ¢ ' 

Mr. peEPaut. Not at this time, and I am not sure, Mr. Chairman, 
that there was a record in 1956. We know, of course, of many dif. 
culties that developed later, pretty much simultaneously with the 
Laos operation. 

Mr. Harpy. I don’t recall the date on the Cambodian experienc, 
but we went into that a little bit ourselves, and we knew something 
about it. If you had asked us, we might have been able to tell you, 

Mr. pEPaut. We followed you very closely, we were in contact with 
our Missions in Bangkok and Vietnam, but I believe this all happened 
subsequent to the initiation of this arrangement. We all compared 
notes 

Mr. Meaper. In the first place they went broke in Laos? 

Mr. pePaut. I had the impression, sir, they got in difficulties in all 
three or four countries pretty much at the same time, and this wasin 
1957. ‘That ismy impression. 

Mr. Harpy. I don’t think that is accurate. I am inclined to think 
that the Cambodian experience predates the Laos experience. 

Mr. Reppan. Mr. de Paul, just one thing 

Mr. Harpy. Just one minute. We were talking about the amount 
cf defense support money that went into import licenses to bring 








in the materials to be used on this contract. Can you find out how | 


much it was? 

Mr. pePaun. I think Ican. I will initiate an inquiry, I don’t knor 
whether we have the records in Washington. These amounts are 
record, if they can be identified. 

Mr. Harpy. I would doubt that it will be possible to identify them 
at the mission in Laos, which you formerly operated. According 
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to the information we have been getting thus far, if the records on 
this contract are not any better than those kept on other contracts, I 

gure we won't get much tangible information. =e 
Or Meaper. Mr. dePaul, this occurred while you were the Mission 
Director in Laos. 

Mr. pePavuw. Yes, sir. : 

Mr. Meaver. Aside from going back through a lot of records, don’t 
ou have any idea of the magnitude of this operation 

Mr.pePau. Yes, sir. 

Mr. Meaver. What is it, approximately ? 

Mr. pePav. I can’t speak from the record, but I believe from my 
familiarity with the project, that these houses would have cost (as I 
recall our first discussion of estimates) something like $5, 100 or $6,000 

runit. We considered this to be a very low cost, and efficient con- 
struction, and I still consider it to be so, regardless of the financial 
dificulties of the company involved. I am of the opinion that the 
method of construction and the type of construction is well adapted 
to the needs of the country. : 

Mr. Meaper. How many units were there going to be ? : 

Mr. peEPaut. We were engaged to occupy 25 units, some three and 
some two bedroom houses, making the total cost of the materials some- 
thing less than perhaps $6,000 times 25. That would be my approxi- 
mate recollection. é 

Mr. Meaver. And you were going to rent those from $215 to $240 a 
month? sat 

Mr. ppPaut. Approximately that amount per month, paid in dol- 
Jars. 

Mr. Meaper. Now, I am probably not as good a financier as our 
chairman here, who has a business administration background, but just 
how did this licensing operate to the advantage of Thai Technical 
Services? Just how did they function to use these import licenses to 
get these materials in ? 

Mr. pePavt. Sir, the way it would normally function, would be that 
the investment would be made largely by the Lao company. This is 
my impression of the arrangement initially, that the Lao entity, a 
French corporation, domiciled in Laos, would put up the capital in 
kip. They would put up sufficient capital to defray the kip costs of 
the actual price of the materials in foreign exchange. 

Mr. Reppan. Those materials were to be imported, is that right, 
sir? 

Mr. pePavt. Virtually all of the materials were imported. 

Mr. Reppan. And they were buying kip at 35 to the dollar to im- 
port these materials? 

Mr. pePavt. It depends, sir, on whether the capital is provided 
outside. If you have kip capital provided for the investment, which 
was our impression, those kip would be converted into dollars at. the 
going exchange rate of 35. The materials would be procured, I be- 
lieve, either from Thailand or from Singapore. Some came from 
Singapore and, I believe, from some other sources. 

Mr. Reppan. Now, the company made a profit, I assume, on the 
units which were being purchased in Bangkok, because it was a joint 
venture, was it not? The seller of the units was also a part of the 
Joint venture 2 
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Mr. pEPaut. I don’t know to what extent Thai Technical § 
was a seller of the unit. They did fabricate some parts, 


CLV ces 
5 ; ; J - ; : And they 
were developing their fabricating capacity. It is my impression tha 
they fabricated the rice straw panels. 

Mr. Reppan. In addition to the normal profit that they woulj 
make on the selling of those panels, they were also making approx. 


mately 60 cents profit on each dollar that they spent, were 
on the conversion, by taking advantage of this 35 to 1 rate? 

Mr. pePaut. I am sorry, I don’t follow that reasoning, 

Mr. Reppan. They were permitted to change kip to dollars at 3 
to 1, were they not ? 

Mr. pePau.. Yes. 

Mr. Reppan. And kip was costing them somewhere in the neighbor. 
hood of 100 
Mr. pePavut. That is where I don’t follow you, sir, because we had 
an agreement with Thai Technical Services that they would abide by 
the currency regulations of the country of Laos, and I believe thy 
this agreement was in writing to prevent exactly this; in other word 
you cannot buy kip at 100 in Laos, at this time of course, or in Bang. 

kok, and bring them into the country legally. 

Mr. Reppan. What would prevent that? 

Mr. pEPaAut. I believe the legal requirement in Laos is that yo 
can bring in only 400 kip into the country. ’ 

Mr. Harpy. Now, Mr. de Paul, actually, didn’t you have Gover. 
ment officials and some of our own people that didn’t hesitate to uy | 
the 100 to 1 exchange rate, the free market rate ’ 

Mr. pePaut. I don’t know of any of our own people in Laos, gir 
who violated regulations, ! 

Mr. Harpy. I don’t know what the regulations were. 

Mr. pePaut. We had a very strict control on currency transactions ! 
on the part of our own people. I cannot speak, of course, for th 
conduct of Lao officials. 

Mr. Harpy. I didn’t want to get into Lao officials. 

Mr. pePavt. I believe this matter is highly classified. 

Mr. Reppan. I didn’t know 

Mr. pePavut. My instructions are that the method of dealing in 
currency in Indochina is classified “Secret.” I will be glad to testify 
to this to the extent of my knowledge off the record. I think I might 
help on that. I can say, sir, there was an arrangement whereby 
American personnel were served in terms of their currency requir 
ments and that they were not allowed to trade on any black market 
on an individual basis, in either Bangkok or Hong Kong, and that 
we enforced this regulation. 

Mr. Harpy. We have gotten the impression, and maybe it is wrong, 
that prior to the currency reform, which took place only compar: 
tively recently, that the 100 to 1 rate was not considered black market 

Mr. pEPavt. It was by me, sir. 

Mr. Harpy. About the only time the 35 to 1 rate was used was for 
official transactions? 

Mr. pePavt. Yes, sir; but I can certify to you, that I personally 
briefed every member of my Mission on what he could and could no 
do in the field of currency exchange. I required him to read the 
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classified official instructions which were worked out with the Em- 
hassy, and every person signed this document. 

Mr, Harpy. Well, we will get away from the currency business. 

I want to ask this one question. These houses were supposed to cost 
between $5,000 and $6,000 each ? 

Mr. pePavt. To the best of my recollection. 

Mr, Harpy. You were going to rent them from $215 to $240 per 

th! 
mr. pePaut. Yes. 

Mr. Harpy. Who advised such a rental arrangement as that? 

Mr. pePavu. It was advised under oe direction, sir, for this rea- 
son: At this time in Laos, in order to achieve a comparable adequate 
dwelling for American personnel, the market would require us to pay 
out in rent for 1 year up to $10,000. 

Mr. Harpy. to $10,000; for what was that ? 

Mr. pEPAUvL. One year’s rent. 

Mr. Harpy. You testified to your background of business and com- 
mercial experience and your training. Let me ask you a question. 
What would be a proper rental rate for a house in the United States 
that cost $6,000 ? 

Mr. pePavt. Approximately $60 a month, I would say. 

Mr. Harpy. That is right. So these houses, the basis of a reason- 
able return to the investor, would be expected to rent from $50 to $60 
a month, depending on what was furnished besides the house. 

Mr. pePavt. In the United States. 

Mr. Harpy. But you were going to contract to have these houses 
constructed, and rent them for American personnel—even though you 
knew that the bulk of the materials to be used would be paid for out of 
US. defense support funds—at a rate which would give the investor 
a return approximately four times as great as might be reasonably 
expected ? 

Mr. peEPaut. May I say, sir, that the going market price in Laos 
was 100 percent rental per year, at that time. 

Mr. Harpy. The going market didn’t have these houses, did they ? 

Mr. pePavt. No, sir. 

Mr. Harpy. But you are the gentleman that engineered this opera- 
tion? 

Mr. pePavt. Yes, sir. But may I add, sir, I was also responsible 
for providing housing for Americans on that market. I could not 
change the market. 

Mr, Mgaper. Mr. dePaul, what went wrong with such a beautiful 
deal as this ? 

Mr, pePaut. My frank answer would be that the contractor who 
had a very good deal, which provided him with, I think, a reasonable 
profit, and perhaps a rather good profit in the circumstances, over- 
extended himself financially to a remarkable degree and went bank- 
rupt for that very reason. 

Mr, Harpy. Just take a look at what you were going to do. You 
were going to rent these houses for $240 a month. 

Mr. pePaut. Yes, sir. 

Mr. Harpy. If that were converted at a little over 100 on the free 


market, a man would get paid for his entire house in a little less than 
a year, 
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Mr. pePavt. Assuming, sir, that the man who got the pay 
wanted kip. I had to assume, sir, that the parties involved 
behave legally. 

Mr. Harpy. There are certain aspects of this thing that we need | 
explore more fully and one of the contracts that we have ies 
talking about today had to do with the construction of some hoy 
that cost, I believe, about $13,000 or $14,000 apiece. I don’t i 
what they were built of. We didn’t get into that. But, if thy 
houses were needed for mission personnel, why didn’t they underaj, 
a program to build them as you subsequently did? 

Mr. pEPavut. I was very much in favor of that, sir, and obvious, 
it makes the best economic sense. I think others can testify that at thy 
time, the agency, ICA, did not have the type of money available fy 
capital expenditure to the extent necessary. [ 
obtained it. 

Mr. Harpy. Well, you were going to put up all the money thy 
went into these houses anyhow ? 

Mr. pePaut. Yes, sir; we had money that could be put through 
the defense support, commercial import program, that was given jj 
Laos for this purpose, and we believed that one of the best types of 
imports for the country was building materials. 

Mr. Harpy. So the amount of money that was available wasnt, 
ee ee amount, wasn’t based on the need for housing; yy 


They, 
Wouli 


Ve have ging 


ad so much money and you were just going to issue import licengs , 


to build these houses because the money was available ? 

Mr. pePavt. Pardon me, sir, the import licenses were issued by the 
Lao Government. 

Mr. Harpy. Well, where did the money come from ? 

Mr. pePavuw. From U.S. dollars, in large part. 

Mr. Harpy. Where else? 


Mr. peEPauLt. Some very small earnings of the Lao Government, | 


and some rather smal] holdings that they had in France. 

Mr. Reppan. How small ? 

Mr. pePavt. I think there was about $10 million of franc holding 
with which Laos began its economic life. I think part of those wer 
in litigation with the other Associated States. 

Mr. Reppan. Do you know whether any of that foreign exchang 
was used in connection with this operation ? 

Mr. pEPavut. I don’t believe so, I think this was all dollars trans. 
actions. 

Mr. Harpy. Let the subcommittee stand adjourned, to reconvene 
at 10 o’clock tomorrow morning. 

(Whereupon, at 5:15 p.m., the subcommittee adjourned, to recon 
vene at 10 a.m., Tuesday, March 24, 1959.) 
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- TUESDAY, MARCH 24, 1959 
Take 
House or REPRESENTATIVES, 
ously SUBCOMMITTEE ON FoREIGN OPERATIONS 
t thi AND Monetary AFFAIRS 
le for OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Since Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10:20 a.m., in 
th room 304, Old House Office Building, Hon. Porter Hardy, Jr. (chair- 
man of the subcommittee) presiding. 

Ou Members present: Porter Hardy, Jr., John S. Monagan, and George 
I) | Meader. : 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr. counsel; Miles Q. Romney, counsel; Walton Woods, staff investi- 


a, gator; and Phyllis M. Seymour, clerk. 

Rh Mr. Harpy. Let the subcommittee come to order. 

“ss ) = Let the record show the presence of Mr. Monagan and myself, con- 
v th stituting a quorum under the committee rules. 


y “| This 1s a continuation of a series of hearings which the subcom- 
| mittee has been holding in connection with the foreign aid program 
to Laos. 

When the committee adjourned yesterday Mr. dePaul was testify- 
ing, but I believe that before we ask Mr. dePaul to continue his tes- 
timony, we ought to have Mr. Burns back briefly to clear up one or 
two points. 

So, Mr. Burns, will you come back up, please, sir? Mr. DeWilde 


nent, } 


mi may come back with you or anyone else. Feel free to have them 
come up. 
Mr. Burns, you have been previously sworn. 
mee Mr. Burns. Yes, sir. 
= Mr. Harpy. Have a seat. 
ans: 
- TESTIMONY OF EDWARD J. BURNS, AUDIT DIVISION, OFFICE OF THE 


CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRA- 
COn- TION; ACCOMPANIED BY JOHN E. DeWILDE, DIRECTOR, AUDIT 
DIVISION 


Mr. Reppan. Mr. Burns, as I recall your testimony yesterday, one 
of the principal things you were sent out to Laos to investigate were 
the contracts between Universal and the Mission, and Universal and 
the Lao Government. 

Mr. Burns. That is correct, sir. 

_ Mr. Reppany. And your report was generally critical of the manner 
in which these contracts had been let. and performed ? 

Mr. Burns. That is right, sir. 


! 
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Mr. Reppan. Now, did you discuss your findings with 
Mission prior to the time you left there ? 

Mr. Burns. I discussed it with the Acting Director, 
Adler. I discussed it with the Controller. I also discusse 

Mr. Harpy. Who was the Controller ? 

Mr. Burns. Mr. Harting. 

I also discussed it with Mr. Russell Lord, who was 
Works and Industry Officer. 
spector, come from Cambodia and sit down and listen to everything] 
had to say and tell me whether or not he could add anything to what] 


found. 


Mr. Reppan. And all of those gentlemen you have named wep 
thoroughly acquainted by you with the fact that you had found all 
these deficiencies ? 

Mr. Burns. That is right. I went through contract by contract anj 
read everything that I found, showed them the documents and show) | 
them everything that I came across. 

Mr. Reppan. Did you tell them at that time that you were going ty 
recommend the discontinuance of any further contracts with Up. 


versal ? 


Mr. Burns. I did, and in my report I made notations to that effeg 
I said on several occasions during the course of the examination, “Ith 
been strongly advised that the Mission should not negotiate another 
contract with Universal in light of their past performance.” 

However, prior to the team departing from Vientiane, the Missin 
had requested and was granted authority from ICA Washington tp 
finance from counterpart funds a new contract between Universal ani 
the Lao Government. 

Mr. Reppan. Subsequent to that, did there come a time when you 
were requested by anyone in the Mission to dispatch a cable to th 
Universal Construction Co. ? 

Mr. Burns. Yes, Mr. Russell Lord came to me. 
which he was sending to Washington, asking Washington’s permission 
to continue the contract to Universal and he asked me to clear that 
cable, which I denied. 

Mr. Harpy. Did Mr. Lord succeed Mr. McNamara? 

Mr. Burns. I believe he did, sir. 

Mr. Harpy. Anyway, he was performing the same job that Me 
Namara was on ¢ 
Mr. Burns. I think there was a gap there. 

Mr. Harpy. Did Mr. Lord ask you to clear that cable—— 

Mr. Burns. That is right. 

Mr. Harpy (continuing). Which proposed to negotiate another con 
act with Universal ? 

Mr. Burns. That is correct. 

Mr. Reppan. When you say “clear,” what does that mean? 

Mr. Burns. To see that the contents are correct and to more or les 
approve of it. 

Mr. Reppan. In other words, he wanted your sanction and 4p | 


t 


— 


proval. 


Mr. Burns. That is right. 
Mr. Harpy. Was the Mission Director Mr. Adler at that time! 
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Mr. Burns. Mr. Adler at that time had taken sick and was in Bang- 
kok, and Mr. Loren was acting director. ; 
Mr. Harpy. Mr. Loren was Acting Director? ; 

Mr. Burns. At that particular time; only a period of about a week 
tt Harpy. At that particular time he was Acting Director and he 
was the individual who asked you to clear t he telegram ? 

Mr. Pm He did not. The Public Works and Industry Officer 

" clear 1t. 

— ie Well, was the Acting Director aware of the content of 
2 

ea. I don’t think he was, sir, because he had just come 

there. Mr. Adler suddenly took sick about that time. 

Mr. Harpy. Mr. Adler was aware of it? 

Mr. Burns. Mr. Adler was aware of everything I was doing. I kept 
him abreast of everything I uncovered as I uncovered it. But Mr. 
Adler had taken sick with some kind of intestinal disorder and was 
taken up to Bangkok to a hospital, and right at that particular time 
Mr. Loren came down. I don’t think Mr. Loren knew very much of 
what was going on at that time, but they had to have a Director and 
he was there. ; 

Mr. Harpy. Did Mr. Loren approve of that cable? 

Mr. Burns. The cable went out and all cables went out under the 
sionature of the Director. 

Mr. Harpy. So it did come to Washington with a recommendation 
that negotiations be continued with Universal ? 

Mr. Burns. That is correct. 

Mr. Harpy. Came without your support? 

Mr. Burns. That is right. 

Mr. Reppan. This cable which you were asked to approve would 
have been contrary to what you had found ? 

Mr. Burns. Yes, because most of the information I uncovered was 
extremely derogatory. 

Mr. Reppan. Contrary to your recommendation. 

Mr. Burns. I must point out, too, Mr. Chairman, this cable went 
out and said “cleared by Burns.” I did not clear. 

Mr. Harpy. It said it was cleared by you? 

Mr. Burns. It said it was cleared and it was not cleared by me. I 
also made a report that it wasn’t; I want to go on record as having 
not cleared that. 

Mr. Harpy. You reported that to Washington? 

Mr. Burns. I certainly did. 

Mr. Harpy. Are you advised of any action which Washington took 
in connection with that ? 

Mr. Burns. No, sir. 

Mr. Harpy. That is something we want to check, Mr. Reddan. We 
want to find out who received the message and what they did. 

Mr. Reppan. How did you advise Washington and who did you re- 
port to? 

Mr. Burns. I reported to Mr. Tennant, who was my superior. I 
made weekly reports back to Washington and I spoke about this par- 
ticular incident. 


Mr. Reppan. Do you know who is responsible for this forgery ? 
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Mr. Burns. Whoever typed the cable, I suppose. 

Mr. Reppan. What is that? 

Mr. Burns. Whoever typed the cable. I suppose Mr. Russel] Loni 
he was the one handling that. 

Mr. Reppan. Have you ever seen the cable? 

Mr. Burns. I believe I saw the cable later, saw a copy of the cabl 
after it had gone out. 

Mr. Harpy. Have we received a copy of that cable? I woulg like 
to have it definitely determined that the cable does show it was 
proved by Mr. Burns. 

Mr. Burns. It doesn’t say “approved,” it says “cleared.” 

Mr. Harpy. “Cleared.” Let the record be complete on this point 

It is another indication of administrative, not incompetence but 
deficiency, it looks like tome. We are going to have to try to establicl 
whether it is factual or not. 5 

Mr. Woops. We have a copy of the cable, but it does not show cley. 
ance. Mr. Burns says this is the message to which he has reference tj 
but. it does not have that. : 

Mr. Harpy. The draft does not show his 

Mr. Burns. The copy in the file of the Mission would show that, 

Mr. Grant. Incomings do not show clearances in the Mission, the 
only have the signature of the Mission chief. Outgoing cables fry 
here would have all the staff clearances. A similar document thy; 
comes from the Mission would be in the Mission. They are not trans 
mitted over the cable, internal clearances. 

Mr. Harpy. Let me ask you this, Mr. Grant: Wouid it have bee 
proper for that cable to come out from the Mission over Mr. Bung 
objection unless it had so indicated ? 

Mr. DeWitpe. Mr. Chairman, I think that the clearance that \f. 
Burns refers to would be on the Mission copy and would not be shom 
and not normally be shown in the Washington message 

Mr. Harpy. 1 understood that from Mr. Grant’s testimony, Buy! 
I am concerned at the moment in a slightly different manner ani 
maybe you can answer this question. Would it be proper for tha 
message to have come out of the Mission over the Acting Director’ 
signature in spite of the fact that Mr. Burns had declined to clear it! 

Mr. DeWrpe. It is not required, as a matter of fact. Tt was im- 
proper or inappropriate for the Mission Director or Acting Directorto 
request the clearance of an auditor in respect to such a message, As 
[ recall the text of the communication, it did indicate that there was 
knowledge on the part of the Mission of Mr. Burns’ investigation and 
that he had reservations in respect to that. 

Mr. Harpy. Do you have a copy of that? 

Mr. DeWirpr. No, I do not. I would like to see it. 

Mr. Harpy. I would like for you to take that message, and pari- 
phase it for the record. I believe, while it carries a Confidential 
classification, there should not be any restriction to your paraphasing 
it. 

Mr. Reppan. Excuse me, Mr. Burns, do you have in your work 
papers, a copy of that cable which shows a clearance by you! 

Mr. Burns. I think I—did I show it to you, Mr. Woods? 

Mr. Woops. Yes. 

Mr. Burns. I think I do have a copy of that cable. 


t 
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Mr. Reppax. Where did you obtain that copy / 

Mr, Burns. In the field. 

Mr. Revpan. Will you make that part of the record ? 

Mr. Burns. I will. . 

The cable referred to appears on p. 482.) 

Mr. Reppan. That was put over your signature and without your 
authorization ¢ 

Mr. Burns. What they did was told me they were sending this 
cable out, I think they asked me, was this proper, and I said, I sup- 

ge so. 1 did not know what the content of the cable was. They 
just merely showed me the last paragraph where my name was 
indicated. a 

Mr. Harpy. Did you initial it? 

Mr. Burns. Later I found out they had indicated the cable was 
cleared by me. I didn’t even know what the cable contained. They 
only showed me one part; Mr. Russell Lord showed me where my 
name was, and asked me something about my name and I said, I sup- 
pose so; I did not read the cable, contents of the cable and did not 
know what it said. 

Mr. Harpy. You did not authorize anyone to put your name on it ? 

Mr. Burns. I certainly did not. 

Mr. Harpy. All right, Mr. DeWilde. 

Mr. DeWitpe. The substance of the point that I referred to earlier 
was that the Mission and the Embassy recommended approval from 
ICA to negotiate a 6-months revised contract with Universal with the 
understanding that if the Burns investigation resulted in the findings 
that this contractor is ineligible for further work, that the contract 
will be canceled within 90 days of such notification. 

It further. goes on to state that the purpose for this would be to 
allow the time for the country to find sabetitube facilities, that is, 
another contractor and that this was the reason they were requesting 
approval for the extension of the contract with Universal. 

Mr. Reppan. Do you know when the contract with Universal was 
canceled ? 

Mr. DeWinpe. No, sir; I don’t know, except that I believe that 
after the message went out, as a result of the issuance of Mr. Burns’ 
report and even prior to the official issuance, the latter part of Octo- 
ber, I believe, that two things happened. 

I believe we have information from the Mission that no further 
contracts were executed with Universal and that all payments to 
Universal were suspended. 

I believe there is also some information that in respect to the con- 
tract between the Lao Government and Universal, that some pay- 
ments were withheld as a result of that instruction. 

Mr, Harpy. When did that instruction go out ? 

Mr. DeWixpr. That was on, I testified to it earlier, I think it was 
October 24, that it was issued. It was drafted on October 15, as 
I reeall. 

Mr. Reppan. October 15, of what year? 

Mr. DeWine. 1958. 

Mr. Harpy. 1958. 

Mr. DeWirpr. That is correct, sir. 


41067—359——29 
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Mr. Harpy. How long after the Burns report was officially received 
Mr. DeWixpe. Mr. Burns submitted his field draft early in Ay 
From the period from the first part of August until early in October 
it was reviewed in the audit division and a draft report, was iggye! 
by the Audit Division in October. , - 
It was on this draft report that we called a meeting of all of the 
interested officials in Washington in respect to Burns’ findings 
Mr. Harpy. Although Mr, Burns’ report came in in August, noth} 
was really done until October ? "nn 
Mr. DeWirpr. Well, sir, as is customary with all of our repo 
they are given a careful review in the Audit Division and it Wag 
finalized during that period. 
Mr. Harpy. Yes, but you had the information, the basie informa. 
tion that Mr. Burns had submitted, and you had it in August, 
Mr. DeWipe. That is correct. 


Mr. Harpy. And you spent two or three months reviewing it before 


you finally decided to give it any serious consideration or take any 
action on it. Isn’t that about the size of it ? 

Mr. DeWivpe. No, sir; that is not so, because the greatest difficult 
with this report, as it was finally issued, related to the recommenda. 
tions of actions that the agency should take and what recourse we 
had against the contractor in respect to the particular findings, It 
is my recollection that we spent a fair amount of time in reviewi 
these problems to come up with the specific recommendations ¢op- 
tained in this report. 

Mr. Harpy. Do I understand, then, that there was disagreement 
as to the facts which had been developed by Mr. Burns in his report, 
and that exception was taken by the agency to his findings, conclu. 
sions and recommendations ¢ 

Mr. DeWipe. Mr. Chairman, in the first place, part of the review 
that we made is to determine that all of the findings are factually 
supported by the detailed work papers of the auditor and this was 
done and it was our conclusion that all of the statements included in 
the final report and, indeed, substantially as contained in Mr. Bums’ 
initial report, early in August, were correct and substantiated. 

In respect to the recommendations, the report that was issued actu- 
ally contained many more recommendations of actions that should be 
taken by the agency rather than deleting or obscuring any of the 
recommendations in the initial report that Mr. Burns submitted. 

Mr. Harpy. When were payments to Universal suspended? 

Mr. DeWtpe. Well, there are two points, I believe. 

Mr. Harpy. In October ? 

Mr. DeWipe. In the first place, I believe that some payments were 
suspended on Mr. Burns’ recommendations—and he can correct me 
on this point, if I am not entirely factual—at the time of his inves- 
tigation at the Mission. Subsequently, and on the basis of the Octo- 
ber instructions to the Mission, I think that all payments were stopped. 

Now, maybe you can help on that. 

Mr. Burns. Before I left the Mission, I wrote a letter to the Mis- 
sion Director telling him very briefly that I found certain irregularities 
in the negotiation and performance of Universal contracts and I ree- 
ommended that all payments be suspended, pending the issuance of 
my report. 
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Harpy. Werethey ? 
i Burns. I don’t know. , 
Mr, Harpy. Now, can Mr. DeWilde support that? Have you any 


| evidence to support that the Mission did actually make some suspen- 


sions prior to your October notification ¢ zt] 

Mr, DeWuve. I think they did, sir, but before I positively testify 
on that, I would have to—— 

Mr. Harpy. I would prefer that you have the evidence to support 
whatever was done. ' ; 

Mr. Harpy. Now, getting back to this cablegram that we have been 
talking about, what was the date of that? 

Mr, DEWue. I think it was October 24——— 

Mr. Harpy. October24. , 

Mr, DeWiLpp (continuing) is the date it was issued. 

Mr. Harpy. I am talking about the cable where concurrence by 
Mr, Burns was involved ; is that in October? 

Mr. Meaver. Don’t you have it right there, Mr. Burns? 

Mr. Burns. This is the cable from the Mission; he is talking about 
the cable from Washington to the Mission 

Mr. Harpy. No, that is not what I am talking about. I am talking 
about the one that was sent from the Mission which I understood was 
while you were over there and that it indicated a clearance by you. 

Mr. Burns. I have that on June 30, 1958. 

Mr. Harpy. That was on June 30, 1958 ? 

Mr. Burns. Yes. 

Mr. Harpy. As a result of that cable, was authorization issued for 
the Mission to proceed to negotiate a new contract with Universal ? 

Mr. DeWine. I think it was. 

Mr. Burns. It was. 

Mr. Meaper. Was that by cable? 

Mr. Burns. That was by cable. 

Mr. Meaver. What is the date of that cable? 

Mr. Burns. I don’t believe we have that, Mr. Meader. 

Mr. DeWitpe. We don’t have that. 

Mr. Burns. I have that in my work papers and can get it for you. 

Mr. Harpy. Could the cable that came from the Mission at the end 
of June, requesting authority to negotiate a new contract, be inter- 
preted to mean that there was no confidence in the auditor and that 
an effort was going to be made to prove that he was off base? 

Mr. DeWupe. I don’t think so, Mr. Chairman, I think rather that 

the Mission’s interpretation of the pressures to have work proceed 
were such that it was necessary in their judgment to continue with 
Universal Construction Co. 
_ Mr. Harpy. Mr. DeWilde, the reason that I have asked that question 
is that the pattern is pretty clear. . We went through this same thing 
in Iran time after time; auditors made reports of deficiencies over 
there, and time after time, the effort was made to discredit the audi- 
tors and not to correct the deficiencies. 

We have had similar situations show up here. We had the Haynes 
Miller report, and the whole effort seemed to be to discredit Haynes 
Miller instead of to correct deficiencies. 

Now, we get the Burns report and again it looks like we are going 





through the same thing and I am disturbed by the action that was 
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taken by the Mission and action taken here in Washington jp th 
areas. ° ty 

If the responsibility falls on your office, then I want to yn 
the extent to which you had the responsibility; that is wh 
ing to establish. ; 

Mr. DeWixpe. The responsibility of our office relates to discover; 
by audit, areas of deficient operation and making recommendation 
the appropriate action officers to take corrective action. 7 

Tn respect to Mr. Burns’ report and as soon as we could finalj 
good audit, sound audit report, I had no difficulty in calling a 
meeting of the responsible officials in Washington which resulted 4 
the issuance of the airgram to the Mission which instructed shal 
take the action I previously described. ua 

Mr. Harpy. This is another reason that I raise the particular poin 
at this time. Already grapevine reports are reaching me to the eff: 

that efforts are being made to discredit Mr. Burns and his reports i 
a basis to get rid of him. It would fall within the pattern of thins 
that have happened in the past, if that is what is in the offing, th 
I want it clearly understood, insofar as this committee is able. ; 
wants to protect the auditors who are doing an honest job and wh 
try to come up with proper information, and certainly the ageng 
ought to do the same thing, and if there is any effort, to seuttle hi; 
over there because of having to turn in a factual report, then it; 
about time that somebody did something about it. . 

Mr. DeWupe. Mr. Chairman, I appreciate that, but I must say thy 
there has been no pressure on the agency to have the audit divisia 
suppress any findings—— 

Mr. Harpy. I got two reports to that effect after the close of th 
session yesterday. 

Mr. DeWuper. And I have no knowledge, of my own person 
knowledge, and Mr. Burns can testify for himself—— 

Mr. Harpy. I haven’t talked to Mr. Burns either. 

Mr. DeWrrpr (continuing). That there has been no pressure a 
us to either take action against Mr. Burns or to suppress any of hi 
findings or to criticize him in any way because of his activities inn 
spect to this audit. I would say, quite the contrary, to my owmpe 
sonal knowledge. 

Mr. Meaper. In other words, Mr. DeWilde, you think Mr, Bum 
did a good job ? 

Mr. DeWripr. Yes, sir; I do think he did a good job. 

Mr. Meaper. And you don’t know of any move to penalize hin 
for it ? 

Mr. DeWipe. No, sir; 1 do not. 

Mr. Harpy. I certainly hope that proves to be the case, 

Mr. Meaper. Could I ask a question at this point? 

Mr. Harpy. Yes. 

Mr. Meaper. Mr. Burns, I understand this cable reciting thi 
you had given it your approval was dated June 30, 1958 and sent by 
the Acting Mission Director, Mr. Loren ? 

Mr. Burns. Mr. Loren, Acting Director. 

Mr. Meapver. Acting Director to ICA, Washington ? 

Mr. Burns. That is correct. 
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Mr, MEaDER. You saw the draft of that cable before it left Laos? 

Mr. Burns. All I saw, Mr. Meader, was this last paragraph, which 
\fr, Russell Lord showed to me. I forget exactly what he said, I 
was walang somewhere and he came up, and he showed me something 
like this, anc asked me something. ; 

Mr. MeapeERr. Did I understand you to testify that you had sent a 
message from Laos to Washington recommending against any further 
dealings at the time with Universal ? 

Mr, Burns. I continuously wrote weekly reports back to Wash- 
ington to my superior, Mr, Edward Tennant, showing exactly what 
[was uncovering. 1 went into detail in each one of my letters, and 
[also pointed out that this particular cable had been shown to me, 
and the cable showed I cleared, and I emphatically pointed out I did 
not clear this cable. 

Mr. Meaver. In what document did you do that ? 

Mr. Burns. These are personal letters from me to my superior, 
Edward Tennant. 

Mr. Meaver. What date did you object to the fact that the cable 
recited you cleared ? 

Mr. Burns. I would say 3 or 4 days after this cable went out. 

Mr. Mzaper. How did you become aware that that cable recited that 
you had approved it ? 

" Mr. Burns. I saw the copy out in the Mission. I saw the draft copy 
out in the Mission. 

Mr. Meaper. After it had gone out ? 

Mr. Burns. That is right. 

Mr. Meaper. Then you saw a draft copy at the Mission which re- 
cited you had cleared it ? 

Mr. Burns. That is right. 

Mr. Mraper. And then you protested you had not cleared it? 

Mr. Burns. That is correct. When I saw that draft copy that is 
when I protested I did not clear that cable. 

Mr. Meapver. What date was that ? 

Mr. Burns. The cable ? 

Mr. Meaper. No, your protest to Mr. Tennant ? 

Mr. Burns. I would say about 3 or 4 days afterward, I don’t have 
acopy of the cable, Mr. Meader, or my letter, but I can make it avail- 
able. 

Mr. Meaper. You don’t have it here. 

Mr. Burns. I have a copy and will make it available to the sub- 
committee. 

Mr. Mgaper. Now, when did the cable go out from Washington to 
the Mission authorizing the negotiations to revise this contract. with 
Universal, Mr. De Wilde ? 

Mr. DeWirpe. I am not sure of that. I understood that this con- 
tract was approved. I don’t recall seeing the message and I don’t 
know just the date, but we could find, I am sure, such a message if 
there is one in existence and furnish it for you. 

Mr. Mraper. I think the testimony shows that there was a cable 
authorizing the Mission to go ahead with this Universal contract 
revising it some way. 

Mr. Burns. I will make that cable available. Mr. Meader. 
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Mr. Meaper. Let me ask you this: Whatever that date ma 
ou certain that your message to Mr. Tennant reached Washj . 
fore that cable was sent to the Mission ? met 

Mr. Burns. Extremely unlikely, sir. My letter went by army) 
and this was a cable that went out through cable lines, so this wo 
arrive much quicker. 

Mr. Meaver. I understand the cable of June 30 would arriy; 
‘Washington before your letter of July 4 or 5, or whatever it ea 
or 4 days later, but what I am trying to get at is, your letter arrival 
in Washington protesting this representation, or misrepresentatig 
that you had approved the June 30 cable before the instructions wo 
out from Washington to the Mission to renegotiate this contract with 
Universal ? E 

Mr. Burns. I doubt that very much, sir, I don’t think so. 

Mr. Meaper. I think it is rather important to determine that. 

Mr. Harpy. I think that ought to be determined and then I thin} 
if Mr. Burns’ supposition that it did not is substantiated and Washine. 
ton authority actually went out prior to receipt of his letter to jf 
Tennant, then I think we ought to find out what Mr. Tennant did wid 
it when he received it, and whether or not the agency took any». 
cognition of what had transpired that they didn’t know about, © 

Mr. Meaper. Just to refresh my recollection, when did you leap 
Laos? 7 

Mr. Burns. To the best of my recollection about the 15th of Juy 

Mr. Mraper. July 15? 

Mr. Burns. Yes, sir. 

Mr. Mraper. How did you come back to Washington ? 

Mr. Burns. Came back by plane. 

Mr. Meaper. Directly ? 

Mr. Burns. Yes, sir. 

Mr. Meaper. So you were back in Washington in just a few days 

Mr. Burns. About 4 or 5 days. 

Mr. Meaper. Mr. Burns, what kind of disturbed me, that it too 
from say the 20th of July until sometime early in October for yout 
complete and finalize your report on this. Why did it take so long! 

Mr. Burns. I sat down and wrote my report and submitted to m 
immediate superior, Mr. Battleman, and then of course he makes: 
change in it, then it has to be rewritten again, and then from therei 
went to Mr. Ward, who also looked at it, and they make changes init 
and it goes through various channels, until it gets up to Mr. DeWild 
Then of course there were also conferences on this report, after ve 
did get some kind of a draft together, there were conferences on it 
conferences with Industry. We had a conference with the Contract 
Division, and conferences with the Audit Division. This report goa 
through all these particular channels. 

Mr. Meaper. Now I can understand how there can be all kinds of 
conferences and a lot of delay in deciding what to do about your re 
port, but I don’t see why it should take very long for you to wnite 
down what you found, and I don’t know what the people in Wash- 
ington would know about what: you found, because they werel! 
there. 

Mr. Burns. It didn’t take long for me. 

Mr. Mraver. When did you write down what you found? 
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Mr. Burns. As soon as I got back, following Monday after I got 
back, I started to get everything together and write my report. 

Mr. Mzaver. Within a week or 10 days you had your report done? 

Mr. Burns. Yes, sir. 

Mr. Mzaper. Did you have a draft of that ? 

Mr. Burns. No, sir. > 

Mr. Harpy. Do you have the original draft? 

Mr. Burns. I believe I do, sir. . 

Mr. Harpy. It might be interesting to see what happened in the 

rocess of editing by people who were not there. 

Mr. DeWiutpe. Mr. Chairman, may I make a comment on that? 

Mr. Harpy. Certainly, Mr. DeWilde, did you help to edit? 

Mr. DeWipe. Yes, sir, I did. 

Mr. Harpy. What kind of stuff did you take out? 

Mr. DeWixpe. And in my position, | am responsible for the official 
issuance of all audit reports, whether they are in the contract field or 
in the internal audit field. The review process is designed to do two 
things, mainly. The first is to assure that for each statement in the 
report, each factual statement, that there is adequate support in the 
auditor’s work papers to support his findings and obviously, particu- 
larly in instances like this, it is extremely important that the state- 
ments made are exact and supportable by a detailed documentation 
and that they are correct. 

Mr. Meapver. Mr. DeWilde, Mr. Burns has testified that there were 
noadequate records over there. Now if you are expecting him to come 
up with records to prove this point, when one of his criticisms is that 
they didn’t keep adequate records, you aren’t going to assume because 
there were no records everything was all right and his criticism wasn’t 
justified ? 

Mr. DeWine. No indeed, but Mr. Burns’ working papers, which 
were an accumulation of a lot of documents, represented several file 
folders of material, and I must say, as I said earlier, that he did ade- 
quately support all of his findings and that in fact, there were no 
deletions of any substantive points in his reports. 

The biggest problem in this area is to come up with a cause of ac- 
tion about 2 years after these things happened, that is, specific recom- 
mendations as to what might be done about these situations that were 
included and described in Mr. Burns’ report, and this did take some 
time. We spent a lot of time talking about this and trying to come 
up with specific recommendations. 

Mr. Mraper. Mr. DeWilde, in your judgment, would a failure 
of a contractor to keep adequate records or denial of access to those 
records to an ICA auditor justify a recommendation that the contract 
be canceled ? 

Mr. DeWixpe. Well, in terms of a lump-sum contract, the right to 
audit and indeed, there were no rights in many of the contracts and 
would have no direct bearing on this situation. Actually, the situa- 
tion insofar as the contract problem with Universal was so difficult 
and had so many deficiencies, that to unravel this situation was a con- 
siderable undertaking and to specifically indicate those areas where 
we did have a basis for a claim against the contract, and it was in 
these areas that we developed specific recommendations as to what 
action should be taken against the contractor. 
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In some instances, our rights were so clouded that we vequired , | 
decision, we thought, from the General Counsel, to determine whiethe 
we had recourse against the contractor or the Government of lan 

So this was a complicated situation. r 

Mr. Mraper. What you are saying now is that if a good job haj 
been done in drafting that contract originally to proteet the rights 
of the U.S. Government and to protect the money it was putting jnt) 
these projects, it wouldn’t have been so difficult for the auditor to fing 
deficiencies ? 

Mr. DeWipe. Oh, that is very true and I think Mr. Burns’ report 
bears that out. 

Mr. Harpy. You are criticizing the Mission Director when you gy 
that, Mr. DeWilde. 

Mr. DeWnmpe. The report 

Mr. Harpy. He had the responsibility for contracts to start oy 
with. 

Mr. DeWrpe. Yes, indeed, he did. The Mission was respon: 
sible-—— 

Mr. Harpy. But the Mission Director, for most of those, was Mr 
dePaul, wasn’t he? 

Mr. DeWupe. I think that is right. 

Mr. Harpy. Mr. dePaul is sitting in the room and now he ig, , 
deputy assistant over in the top office of ICA. So you are saying that 
if Mr. dePaul had done his job properly in seeing that these contracts 
had been properly drawn, there wouldn’t have been the opportunity 
for all of the shenanigans that went on, and Mr. Burns’ job would 
have been relatively simple. 

Is that a correct paraphrase of your statement ? 

Mr. DeWtvpe. If the contracts were properly executed in the firs 
place, I think the whole job would have been simpler and we would 
have a better situation in Laos insofar as contractual actions are con 
cerned. 

Mr. Harpy. You softened that up a bit from the way I put it, but 
it is all right. 

Mr. DeWipe. In respect to the Mission’s responsibility, it is w- 
deniable that Mr. dePaul has responsibilities for all actions in the 
Mission, including those of his subordinates. Now, the question as 
to who specifically was involved in these contractual actions is on 
that has been discussed already and considerable testimony with 
respect to individuals involved in this. 

Mr. Meaper. Well, I didn’t quite get your view on whether or not 
failure of a contractor operating with U.S. tax dollars, either to keep 
accurate records of his operations and expenditures or to permit ae 
cess to those records to an auditor for ICA would be grounds, in your 
judgment, for canceling relations with that contractor ? 

Mr. DeWupe. Yes, sir, I would believe that a reliable and reputable 
contractor would indeed maintain adequate records and except wher 
they are lump-sum contracts, where there is no basis for making ade 
tailed audit of cost as on all cost type contracts, certainly, all thoe 
records should be available for full audit, and they should be easily 
accessible to the auditor and if they are not, we would certainly & 
lieve this to be a serious deficiency on the part of the contractor. — 

Mr. Meaper. Mr. DeWilde, you have had a lot of experience i 
auditing these various ICA contracts, have you not? 
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Mr. DeWupr. Yes, sir. 

Mr Meaver. Is this Universal situation an exception to the general 
mle and do we fail to provide in our contracts on projects, ICA 
projects, that we should have access to their books and records to see 
how they perform ¢ Ae 3 

Mr, DeW1Lbe. The contracts with Universal are definitely an ex- 
ception to the general rule. The requirement to establish the right 
of audit has been clearly defined in our regulation dating back to my 
inowledge, 1954, and maybe 1953, and normally the contracts are 
negotiated here 1n Washington and they are given a review by the 
Office of Contract Relations who substantially negotiate them. 

We have auditors who review the financial terms and conditions of 
these contracts prior to execution so that I would not say that this 
situation insofar as Universal is concerned, is in any way typical of 
cur normal contract operations. 

Mr. Meaver. All right, you say it is unique, is that right ? 

Mr. DeWipr. Yes, sir. 

Mr. Meaper. Now what is your explanation for this contract, the 
contracts with Universal having been treated differently than your 
general practice ? hte’ 
~ Mr. DeWitpe. I would say that the principal reason is that these 
contracts were negotiated at the Mission and that they did not include 
the standard conditions and requirements required by ICA regula- 
tions and that this indeed caused the difficulties that are recited in 
some detail in Mr. Burns’ report. 

Mr. Meaper. Now I was asking you for your explanation of why 
those standard provisions were not included in this contract negoti- 
ated in the field ? 

Mr. DeWitpe. That I cannot answer. I do not know why they 
didn’t draw better contracts than they did, and I think that Mr. 
dePaul or Mission personnel should speak to that point. 

Mr. Meaper. Before we go to Mr. dePaul, other contracts are 
drawn by field missions in ICA, isn’t that true? 

Mr. DeWinpr. Yes, sir. 

Mr, Meaper. It isn’t just Laos where they are done? 

Mr. DeWine. But it is the exceptional case, Mr. Meader. 

Mr. Meaper. Well, in your experience in auditing such contracts, 
drawn in the field, in missions other than Laos, have you found similar 
irregularities or deficiencies ? 

Mr. DeWizpe. No, I can’t recall, but I think I should also state 
that the responsibility for the audit of Mission executed contracts 
rests with the Mission Controller's staff, his audit staff, to perform the 
primary audit in respect to these contracts executed by the Mission. 
But this is not the usual case. 

In the first place, it is limited to under $25,000 items and there are 
not many of them. 

_ Mr, Harpy. Well, you know they had a device to get around that 
in Laos. 

Mr. DeWirpr. Yes, sir. 

_ Mr. Harpy. They issued more than one contract of less than $25,000 
in order to stay within that limitation. We will get to that particular 
point a little later. 
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But there is at least one memorandum in the file that goes back 
May 1957 from the store management adviser of the Mission, to : 
McNamara, which recommended very close scrutiny of the Unive 
contracts and recommended some suspensions of payment, I belieye 


Mr, 


A copy of that went to the Director, who at that time was yy | 


dePaul. It pointed up these deficiencies, and this was called atten. 
tion to in the Haynes Miller report; so far as we know there wasn't 
any investigation of it, but it pointed up identically the same shor 
comings Mr. Burns found when he went over there, and this was more 
than a year earlier, and it was prior to the time that the favorable 
recommendations were written for Universal by the then Ambassador 

So all of this just adds up to about as messy a deal as I have even 
seen in my life, but we will get to that a little bit later, because ther 
are some points we want to develop. 

Now with respect to the cablegram, Mr. Meader, about which yoy 
inquired, we have a copy of it here, it is dated July 3, which give 
the Mission authority to enter into a 6 months’ contract, with Uni. 
versal. 

Mr. Monagan. 1958. 

Mr. Harpy. July 3, 1958, that is right. That is apparently about 
the time that Mr. Burns learned that the telegram had been sent oy 
indicating his clearance. 

Mr. Meaper. Isn’t that rather rapid action, Mr. DeWilde? Hep 
is a cable from Laos to Washington on June 30, 1958, and a reply 
July 3. 

Mr. DeWitpe. That isa very good response, I would say. 

Mr. Meaper. Very, very expeditious response ; whether it is good or 
not, it was expeditious. 

Mr. DeWixpe. Yes, sir. 

Mr. Harpy. This cable was authorized by Mr. Kelly. 

Mr. Meaper. Apparently there were none of these extended con- 


ferences between the receipt of the cable of June 30, 1958, from the | 


Mission to Washington, and the reply of July 3, from Washington to 
the Mission. I mean conference similar to those you held on Mr, 
Burns’ report, which took well over 60 days. 

Mr. DeWupe. I would say it is a little different matter and I be 
lieve that the request from the Mission for approval to negotiate this 
6 months’ contract represented the situation as having a substantial 
degree of urgency. And in those instances, it doesn’t surprise me 
that the regional office would in fact act as promptly as possible. 

Mr. Harpy. I wish you acted that fast over there in the agency on 
requests of the committee. 

Mr. Mraper. Mr. Burns, just to clarify my recollection, did you not 
say that in addition to your letter written to Mr. Tennant, 3 or 4 days 
after the June 30 cable went out from Laos, you had been writing him 
continually before that about the 





Mr. Burns. I think about two letters prior to that, or three letters 
prior, at the end of each week, I told him each contract I covered and 
what I was finding out. I went into detail in these letters. Some 
of these letters are two or three typewritten pages, giving in detail 
what I found, pointing out the deficiencies in these contracts. 

Mr. Meaver. What I am wondering is whether your correspondence 
with Mr. Tennant in the Audit Division ever came to the attention of 
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the people that wrote this cable of July 3, 1958, authorizing the re- 
negotiation of this contract ¢ 
Burns. I don’t know that, Mr. Meader. 

Mr, Meaver. Mr. DeWilde, would the information Mr, Tennant re- 
wived from Mr. Burns, which obviously was in the hands of Wash- 
ington if he had written 2 previous weeks and sent his letters airmail, 
+ must have reached Mr. Tennant’s hands—is there any procedure 
within ICA that the information which came to Mr. Tennant would be 
available to Mr. Kessler or whoever it was authorizing this renegotia- 
tion of the contract ¢ 

Mr. DeWitpr. Now, Mr. Meader, there is no formal kind of ar- 
rangement. I would say that if there were a matter of some serious- 
ness, Which Mr. Tennant or indeed, myself, would feel should come to 
the attention of any operating personnel, even prior to the issuance 
of a report, we would make this information available to the appro- 
priate officers. =, a a 

I don’t recall being involved in it myself, at this time, and neither 
do I recall that this might properly be brought as a problem to Mr. 
Tennant on the basis of this exchange of messages. Indeed, I don’t 
know whether they were ever cleared with Mr. Tennant, the out- 
going messages, from Washington to the Mission. 
~ Mr. Harpy. The outgoing message bears clearance by Mr. Battle- 
man. Isn’t he in your office ? 

Mr. DeWiupe. Yes, sir; he was chief of the Contract Audit Branch. 

Mr. Meaper. Now, what I am worrying about is has ICA grown 
so large and cumbersome that the right hand doesn’t know what the 
left hand is doing ? 

Mr. DeWitpez. Of course that shouldn’t be. We try to keep all 
oflicers involved on matters of mutual concern advised on these things 
as we can. 

Mr. Mzaper. Do you think from your records, Mr. DeWilde, it 
would be possible to ascertain whether adverse reports from Mr. Burns 
had actually been received in some office of ICA in Washington prior 
to the issuance of the cable of July 3, authorizing the Mission to go 
ahead, and precisely what happened, whether the information ever got 
to the individuals who made the decision to authorize the Mission to 
go ahead and renegotiate this Universal contract ? 

Mr. DeWitpe. Well, in respect to the letters, I think definitely they 
were addressed to Mr. Tennant and were received by him. What 
specifically happened in the sense of transmitting any information to 
other offices, 1 don’t know. We can examine our records and see if 
there is anything in writing, but many times these kind of things are 
handled informally by telephone calls, and conversations, if there is a 
matter of some concern and urgency. 

Mr. Meaper. It wouldn’t be too difficult to review your records to 
see when Mr. Burns’ letters were received; I assume you have a re- 
celved stamp which indicates when they were received ? 

Mr. DeWine. I am sure we can find those. 

(The receipt dates of the letters discussed follow :) 


The Burns letters were received in the Audit Division as follows: 


(1) Mr. Burns’ letter of June 16, 1958, to Mr. Tennant, received in the Audit 
Division June 23, 1958; 


(2) Mr. Burns’ letter of June 23, 1958, to Mr. Alex Ward, received in the 
Audit Division June 30, 1958; 
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~ (3B) Mr. Burns’ letter of June 30, 1958, to Mr. Albert P. Battleman, Teceived 
in the Audit Division July 7, 1958; 

A 4) Mr. Burns’ letter of July 2, 1958, to Mr. Tennant, received in the Audit 
Division July 11, 1958; 

(5) Mr. Tennant dispatched a letter to Mr. Burns dated July 10, 1958, with 
copies to Mr. Ward and Mr. Battleman. 

Mr. Meaver. And what, if anything, Mr. Tennant did with thatip. 
formation and whether it ever got to the people who went ahead:ang 
authorized this renegotiation on July 3. 

Mr. DeWitpe. Yes, sir; I must add this though, that in respect to 
our audits and audit processes generally, outside of some major prob. 
lem that we feel should be brought to someone’s specific attention op 
an urgent basis, the results of the auditor’s findings are contained jp 
an official audit report, and the reasons for this, I think, are reasop. 
ably obvious. An auditor is enjoined and required, and we are pp. 
quired to specifically dicate our factual findings and our recom. 
mendations and we just can’t have a lot of speculative material and 
issue any report unless we are certain that the material is adequately 
supported and the recommendations are the very best we can make 
them. 

Mr. Harpy. Were you at that time head of the Audit Division? 

Mr. DeWixpe. No, sir, I was officially head of the Audit Division jy 


January of this year. I was acting for about 3 months prior to | 


that, and I had been Deputy Director of the Audit Division since 
September 2, 1956. 

Mr. Harpy. I was just wondering why Mr. Battleman cleared this? 

Mr. DeWirpe. Well, Mr. Battleman was in charge of the Contract 
Audit Branch of the Audit Division, and Mr. Burns worked in his 
office. 

Mr. Harpy. So that Mr. Battleman should have had access to any 
information which Mr. Burns transmitted prior to that time? 

Mr. DeWrpe. Yes, sir, I think he would and did, as a matter of fact, 

Mr. Harpy. I don’t know how you can testify for him, but anyway, 
I will ask you if you had knowledge of the Burns report prior to the 
time this document went out? You were in the Audit Division, wer 
you not / 

Mr. DeWitpe. Yes, sir, I was. 

Mr. Harpy. Did you have knowledge of the Burns report prior to 
this message that went. back authorizing renegotiation of the contract! 

Mr. DeWipe. No, sir, I had no personal knowledge of the extension 
of the contract. 

Mr. Harpy. You had no personal knowledge of the information 
which Mr. Burns had sent in either, did you ? 

Mr. DeWupr. Yes, sir, I think I did see some if not all of his 
letters. 

Mr. Harpy. But you don’t know when that was. Now I gathered 
from your earlier testimony that this was after he came back? 

Mr. DeWine. No, he did send in some letters while he was in Laos; 
just briefing generally what he was doing. 

Mr. Harpy. You had no responsibility for any action in connection 
with them ? 

Mr. DeWine. No, sir, not in respect to this. 

Mr. Harpy. All right. Mr. Kessler, did your office originate this 
message ? 
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SSLER. Yes, Sir. 

ee em Now, did you have knowledge of the Burns informa- 

tion Which _ prev ously been sent back concerning the performance 
16rse 
eee gr. I had no such knowledge, Mr. Chairman. 

Mr. Harpy. All right. 

Now just one other point, and then I think that we are about ready 
aT a Don’t you think we ought to follow on this? 

Mr. Kessler, you are kind of chief; do you have some suborii- 
yates—— 

Mr. Harpy. How do you know! ? 

Mr. Meaper. What I am saymg is may be the cable Mr. Kessler 
signed was merely a pe ‘rfunctory act on his part, actually approved 
by some one of hissubordinates. Is that the case 

“Mr. Kesster. It was, I think, Mr. Meader—TI am not sure: I don’t 
have a copy Of the cable in my files—prepared by some one in my 
ofice and cleared with the Audit Division and General Counsel, the 
[aos desk and probably Industry Division, which is our normal clear- 
ance, and I approved it. There was nothing in our file which would 
indicate that I should not have approved any extension of this con- 
tract. : ; ‘ ac 

Mr. Harpy. I want to just try to see if we can dispose of this sub- 
ject for the moment. ; 

Mr. DeWilde, the cablegram of June 30, which came from the Mis- 
sion requesting authority on this contract—I don't know, but I be 
lieve you failed to indic ate that the Lao Government itself, according 
to this cable, had recommended that there be no extension of the Uni 
versal contract ; the cable itself stated that. 

Mr. DeWixper. [| am sorry, I didn’t see that portion of it. I was- 

Mr. Harpy. The cable itself stated that the Lao Government rec- 
ommended that there be no extension of this contraet. And the cable 
itself further gave as reason for the Lao Government's position the 
fact that the Lao Government had attributed responsibility for this 
contract to our Mission, pointing out that the Mission had recom- 
mended this contractor, and that the Mission had assisted in the prep- 
aration of the contract with Universal. So apparently the Lao Gov- 
ernment took the position that they didn’t want this thing extended 
because our Mission had messed it up so bac. 

That is exactly the position that cablegram takes, But not with- 
standing that fact, the authorization went out from W ashington to 
continue a contract which the Lao Government itself said hadn’t been 
satisfactory, according to the cable that came in. 

Mr. DeWirpe. But in point of time, I think the record will show 
that the results of Burns’ audit were not available in Washington at 
the time the Washington response to the Mission cable 

Mr. Harpy. And the Mission Director did not advise Was hington 
what he knew about Universal’s performance and other information 
which the Mission had, showing that Universal was a totally unsatis- 
factory. and unreliable contractor. It either hadn’t been sent to Wash- 
ington or had been ignored by Washington. 


Mr. DeWipr. Except to the extent of the paragraph that I para- 
phrased earlier. 
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Mr. Harpy. And Haynes Miller’s report, which had come in alm 
a year earlier, had been either suppressed or discounted and Mr. Miller 
had been fired because of his report. 

Mr. DeWupe. Not insofar as ICA Washington was concerng 


Mr. Harpy. At least ICA Washington didn’t do anything to ¢g. _ 


rect the situation. Mr. Miller came back here and was put thro oh 
an inquisition, instead of being helped to try to determine what the 
fact is. 

Mr. DeWupe. I don’t think that is quite a correct statement, 

Mr. Harpy. That is my evaluation of it. 

Mr. DeWizpe. We were concerned about the reports that. were yp. 
ceived from Mr. Miller. They were transmitted to Washington by the 
Mission Controller, Mr. Harting; shortly after that, Mr. Miller dij 
appear in Washington and the questioning of Mr. Miller conduete 


by P. S. & I. at that point, with representation from our office o) | 


technical audit questions, indicated an attempt I believe to find specif 
cally names and circumstances which would permit P. 8S. & I. to make 
further investigation. But we were concerned during this entire peri- 
od and we did attempt various solutions to take corrective action jn 
Laos. 

Mr. Harpy. Well, I don’t know whether that is for you to pass 
judgment on. We are talking about P. S. & I.’s performance in par, 


and the committee hasn’t completed its examination of that perform. | 


ance yet. It may be that we will come up with conclusions that ar 
considerably at variance with those that you just expressed. 
Thank you, gentlemen, for your helpfulness on these points. 
Now, I would like to get Mr. McNamara back to clear up one point, 
Mr. McNamara, will you come back, please, sir? Just have a seat; 
you have been previously sworn. 
Mr. McNamara. Yes, sir. 
Mr. Harpy. Go ahead, Mr. Reddan. 


FURTHER TESTIMONY OF EDWARD T. McNAMARA, FORMER CHIE 
OF PUBLIC WORKS AND INDUSTRY OFFICE, U.S. OPERATIONS 
MISSION, LAOS 


Mr. Reppan. Mr. McNamara, I just have two questions here. Oneis 
with respect to the money which you obtained from C. T. Russell for 
the payment of the car. Did you discuss that with Mr. Peabody! 

Mr. McNamara. Yes, sir, I did. 

Mr. Reppan. What did Mr. Peabody tell you about repayment or 
not repaying that money ? 

Mr. McNamara. I don’t recall the specific incidents, but it worked 
about like this: I was first told, after I knew that Russell did not 
want to purchase the car, which was early in 1957, after the car had 
arrived in Laos, my best recollection that it might have been late Jan- 
uary or early February, I was concerned with owing him the sum of 
the $2,000. I talked to Mr. Peabody about it on a couple of occasions 
and was told to just forget about it. 

Mr. Reppan. Mr. Peabody told you to just forget about it? 

Mr. McNamara. My first understanding was really I was to forget 
about it on the basis of the immediate kind of repayment. But later, 
it got to be an understanding that I was to forget about it completely. 
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Mr. Reppan. One other question, Mr. McNamara. I want you to 
direct your attention to the contract between the Lao Government and 
Universal Construction, the contract for road maintenance in connec- 
tion With which the $144 million worth of machinery was turned over 
to the Lao Government. Are you familiar with the contract I have 
reference to? a 

Mr. McNamara. Yes, the contract between the Lao Government 
and Universal. 14 

Mr. Reppan. That is right. 

Now, what action or what part did the Mission play in connection 
with that contract, the preparation, the drafting, and the associa- 
tion between Universal and the Lao Government ? 

Mr. McNamara. Maybe, if I went just back beyond that a little 
bit,it might be helpful. 

The Mission had established the contract with Universal for road 
rehabilitation work. The work was extremely pleasing to the Lao 
Minister of Public Works, I believe, and the Minister desired that 
such work be continued. That was essentially the initiation of the 
establishment of the contract between the Lao Government and 
Universal. 

Mr. Reppan. Did you recommend the Universal Construction Co. 
for this job ? 

Mr. McNamara. No, sir. Well, there was a lot of preliminary dis- 
cussions in first getting the Lao Government to understand that they 
could enter into some kind of a contract. There was also the problem 
that the Mission had no funds to provide and it was necessary that 
the Lao Government set up the contract out of public works funds 
from their national budget. 

Mr, Reppan. Did Mr. dePaul participate in these discussions? 

Mr. McNamara. Yes,sir. My recollection is I first brought the idea 
to Mr. de Paul and told him that I knew it was something the Minister 
wanted, it was something that was work that I believed should be 
done, but I did not know how to accomplish it from the standpoint 
of the mechanics. 

Mr. Bray. Mr. McNamara, did you tell me in the subcommittee 
office that if anyone was the prime mover in this contract you were? 

Mr. McNamara. Yes. 

Mr. Bray. Is that your testimony ? 

Mr. McNamara. I believe, essentially, that is essentially what I 
am saying. 

Mr. Bray. Did you also say that subsequently, when you went to 
the Minister of Public Works, you suggested to him that he should 
hire a contractor already on the ground in Laos? 

Mr. McNamara. Yes, sir. 

Mr. Bray. And you gave him the names of three firms, including 
Universal ? 

Mr. McNamara. Yes, sir. 

Mr. Bray. And Mr. dePaul was aware that you were making such 
a recommendation to the Minister of Public Works? 

Mr. McNamara. It is my recollection that Mr, dePaul and I dis- 
cussed this, and we specifically came to an agreement that the selec- 
tion of the contractor should be made by the Minister of Public Works. 

Mr. Bray. And what I have just recited to you is now your testi- 
mony under oath ? 











450 UNITED STATES AID OPERATIONS IN LAOS 


Mr. McNamara. Yes. 


Mr. Bray. Thank you. 

Mr. Reppan. Who were the other two contractors ? 

Mr. McNamara. Duffy, who operated under the name of Piong. | 
and Angelou, a French contractor, who was doing some work ther 
under French aid. 

Mr. Monacan. Was this a written contract between the two Parties! 

Mr. McNamara. You mean the contract, yes. ' 

Mr. Monacan. Universal ? 

Mr. McNamara. It got to be a written contract between Univers) 
and the Lao Government. ™ 

Mr. Monacan. And you were involved in the first written contra 
that wasentered into on this subject; is that correct 

Mr. McNamara. Yes, sir. 

Mr. Monacan. Was there any subsequent agreement, subsequent rp. 
newal or similar contract later on, after the first one ? 

Mr. McNamara. Yes, the contract was extended, I believe. Once 
while I was still there, and from what I have heard, it has been ey. 
tended beyond that point. 

Mr. Monacan. What wasthe date of the first agreement ? 

Mr. McNarama. I am not positive, sir, but I think it was around 
January 15 

Mr. Monagan. Of what year? 

Mr. McNamara. 1957. 

Mr. Monacan. Was it renewed or extended a year later; is that the 
chronology ? 

Mr. McNamara. No, sir, I believe the first contract ran either 4 o 
5 months, and then the essence of the contract was that Universi] 
would supply certain personnel to operate the Lao Government’: 
equipment, that equipment which had been a gift of the United State 
at the direction of the Lao Minister of Public Works. 

Mr. Monacan. When was the equipment turned over, with refer. | 
ence to the date of the first agreement ? 

Mr. McNamara. I don’t remember that, actually, sir. I believe thai 
the committee has certain records which would show the dates of sig. 
nature by Mr. Sere, which in effect was the official turnover. | 

Mr. Harpy. Mr. McNamara, who actually prepared the terms of 
that contract ? 

Mr. McNamara. Well, the final contract was prepared by personnel 
of the Minister of Public Works. My recollection is that I wrote: 
draft for the Minister’s use very early mm the beginning of the negotia- 
tions. 

Mr. Harpy. Did anybody else in the Mission participate in the 
preparation of that draft? 

Mr. McNamara. No, sir, I don’t believe so. 

Mr. Reppan. Did Mr. dePaul know you drafted that contract? 

Mr. McNamara. I am not sure, sir, but he might have. We dis 
cussed the matter pretty closely, as it progressed from the origin of 
the idea until such time as the contract was established. 

Mr. Reppan. Is there any reason why you wouldn’t have discussel 
it with Mr. dePaul ? 

Mr. McNamara. No, sir. 
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Mr. Reppan. The cable which the chairman referred to just a short 
time ago, the one sent by the Acting Director under date of May 30, 
1958, to Washington, states that the Lao Government takes the 

ition that the [ niversal construction contract was entered into 
on the reeommendation of USOM, that the contractor was accepted 
as reputable upon the recommendation of USOM. Now, is that 
correct ! : 

Mr. McNamara. I would say so, sir. I am not altering the fact 
that we put the onus of selection upon the Minister of Public Works, 
but when he selected Universal I certainly had no objection to it. 

Mr. Reppan. And did you suggest that acceptance 4 

Mr. McNamara. You mean did I tell him who to select ? 

Mr. Reppan. In presenting the names of these three contractors, 
did you make it clear, or by implication suggest that the Lao Govern- 
ment should or would be well advised to select Universal / 

Mr. McNamara. Well, no, sir, I did not. 

Mr. Reppan. Did anybody that you know of ? 

Mr. McNamara. Not that I know of. 

Mr. Harpy. That cablegram certainly implies that somebody in 
the Mission did. 

Mr, Reppan. Apparently the Lao Government feels the Mission 
recommended it. 

Mr. McNamara. I believe that is so, because the Mission was active 
in the establishment of the contract, and the Lao Government felt 
that it was a Mission-blessed contract, if you will, and the contractor 
was in that category also. 

Mr. Bray. Mr. McNamara, directing your attention to the $10,000 
stock certificate which you received from Mr. Bird, was Mr. Peabody 
aware of the fact that Mr. Bird was making this gift to you? 

Mr. McNamara. Yes. 

Mr. Bray. Before and after the gift was made ? 

Mr.McNamara. Yes. 

Mr. Harpy. Thank you, Mr. McNamara. You may be excused 
now if you would like, or you may remain if you prefer. 

Mr. McNamara. Well, if I could be excused, I would appreciate 
it, sir. 

Mr. Harpy. You go ahead. We will let you know if we need to 
have youback. I don’t know of anything at the moment. 

Mr. Harpy. Mr. Harry E. Howell? 

(The witness was sworn by the chairman. ) 


TESTIMONY OF HARRY E. HOWELL, HOWELL & CO., CERTIFIED 
PUBLIC ACCOUNTANT, WASHINGTON, D.C. 


Mr. Harpy. Have a seat. 

Mr. Reppan. Mr. Howell, would you please give the reporter your 
full name and address ? 

Mr, Howrxt. It is Harry E. Howell, Howell & Co., 1520 K Street, 
Washington, D.C. 

Mr. Reppan. What is your business, Mr. Howell ? 

Mr. Howe. We are certified public accountants and advisers in 
public administration and financial management. 

Mr, Reppan. Do you have a contract with the ICA? 


41067—59 30 
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a eat We did have; yes. 
Mr. Harpy. Has > fi j iness 
see A Has your firm been in business for a good many years 

Mr. Howe tu. Yes, sir; we started in 1934. 

Mr. Harpy. And you have been certified public accountants all th 
period of time ? = ai hat 

Mr. Howey. That is correct. We arealso lawyers. 

Mr. Reppan. When did you enter into this contract with ICA! 

Mr. Howe tu. It was signed in October 1955, and we arrived jn 
Vientiane on December 16, I believe it was, 1955. . 

Mr. Reppan. Mr. Howell, I would like to show you a copy of 
report and ask you if you can identify that, sir? aa 

Mr. Howeuu. Yes, I can identify this. It is a letter from the chief 
of project—we had a chief of project in charge in Vientiane—Generg] 
Grice, who had spent 38 years in the Quartermaster Corps and who 
had retired, and I had him there as chief of project. 

And he wrote me under date of June 8, sending a letter, May 8 
1957, sending a letter from our engineer, Mr. Manly, in regard to 
USOM housing project. d : 

Mr. Reppan. Attached to this letter are some photographs. Did 
they accompany the letter? 

Mr. Howetx. They either accompanied the letter or came yery 
shortly thereafter. They are dated when they did come. It was 
about the same time. The pictures were taken a month or two before 
the letter was written. 

Mr. Reppan. Now, the first picture on there shows some, what ap 
pear to be, uncompleted houses. 

Mr. Howe tt. Yes. 

Mr. Reppan. Can you identify that? 

Mr. Howe x. Yes; I have seen this group of houses. It is a group 
of 25 houses that were to be built by USOM under contract with, 
I believe, a Thai firm. 

Mr. Reppan. Thai Technical Services? 

Mr. Howext. That is correct. 

Mr. Reppan. That is the first photograph ? 

Mr. Howet.. Yes. 

Mr. Reppan. What are the subsequent photographs? 

Mr. Howetu. Those are pictures that the boys sent to us to show 
that construction was going on in Vientiane, and it was being done to 
a large extent by local contractors, Lao contractors and French 
contractors. 

Mr. Reppan. Were they using local materials ? 

Mr. Howetu. They were using local labor ; they had to import things 
like cement and roof tiling and various things of that kind. 

Mr. Reppan. Mr. Howell, would you please read that letter into 
the record ? 

Mr. Howe tt. This is, office memorandum to Mr. L. O. Grice, chief, 
Howell & Co.’s staff, from Robert Manly, June 8, 1957; subject USOM 
housing. 

I have been asked by H. Miller USOM, End-Use Investigator to document my 
handling of the import application for USOM housing, known as the 25 houses. 
My comments follow: 


In February, March, and April, 1965, I brought together Angelou & Co., a 
proven, successful, Vientiane building contractor, and the General Engineering 


\ 


| 


/ 


Co, of Ba 
Thailand 
to USOM 
provided | 
$300 per 0 
subsequen 
in 90 day 
An offe! 
no demon 
group of 
Services | 
small por 
Flamand, 
license ar 
an unidet 
as the sal 
The ex 
examine 


Mr. R 
Mr. I 
for imp 
mission 
Mr. | 
commis 
Mr. | 
and one 
had the 
since th 
worldw 
applica 
in the o 
of Laos 
Mr. ] 
Mr. ] 


After 
ness of 1 
unit pri 
such as 
needed | 
30 perce 
Corp. 

The T 
tion. I 
terested 
and tha 
sound. 
vised in 
out of i 
mission 

The ¢ 
further. 
vised tl 
obtaine: 


I ms 
license 
Minist 
to pert 

The 
in cont 


lat 


up 
th, 


of, 
M 


ny 


ng 


UNITED STATES AID OPERATIONS IN LAOS 453 


Oo, of Bangkok, designers and engineers for 70 waterworks and compounds in 
Thailand as architects and suppliers, from which resulted a rental proposal 
to USOM for 20 houses in a good central location of Vientiane. These houses 
provided about 1,700 square feet of floor area to be rented for a little under 

per month for 3 years and a greatly reduced rent after that. These parties 
subsequently built similar houses here and finished them according to contract 
in 90 days. ; : 

An offer of 25 houses in a poorer location made by a group of promoters with 
no demonstrable ability to complete construction in Laos was selected. This 
group of promoters was recognized at the time to include the Thai Technical 
services of Bangkok, licensee under the Kingston patents and operators of a 
small poorly financed factory making panel sections; a Saigon financier, M. 
Flamand, to finance the import license; a local importer, COFIC, to obtain the 
license and finance the construction on a sublease basis to what was at that time 
an unidentified contractor; and the Economic Development Corp. of Bangkok, 
as the sales agent to handle the negotiations with USOM. 

The exact nature of the operation came to my attention when I asked to 
examine the license application by the CNIE. 

Mr. Reppan. Who was CNIE? 

Mr. Howett. CNIE, official Government of Laos, a commission 
for imports and exports, Importation and Exportation Control Com- 
mission of the Government of Laos. 

Mr. Reppan. It was a part of your function to work with that 
commission ? 

Mr. Howett. Yes, we were assigned to the Government of Laos 
and one of the most important jobs was to be attached to CNIE which 
had the duty of passing upon all applications for import licenses, and 
since they were not equipped to deal with engineering specifications, 
worldwide markets, and prices, we examined the various import license 
applications, and made recommendations; so this would come to us 
in the ordinary course of business coming through the Government of 
of Laos. 

Mr. Reppan. Thank you. Will you continue, please. 

Mr. Howett (reading) : 

After studying the application in the normal way, I advised that the correct- 
ness of the price could not be determined in a reasonable length of time because 
unit prices were not shown, just a total price. Further, the quantities for items 
such as doors, windows, sanitary fixtures, et cetera, were in excess of what was 
needed for the houses specified. The foreign exchange requested exceeded by 
30 percent per unit that required by the proposal of the General Engineering 
Corp. 

The USOM procurement adviser asked why I had not approved the applica- 
tio. I gave my reasons and I further explained that the combination of in- 
terested parties fit perfectly the examples of exchange profiteering I knew about, 
and that a project with so many participants and profits was not likely to be 
sound. I estimated the exchange profit alone to be $50,000 or more. I was ad- 
vised in a threatening manner that this was none of my business and to stay 
out of it or I would be in the position of blocking the housing development and 
mission policy as the contract had already been signed. 

The application was sent to me for a second time but I refused to consider it 
further. It was then handled personally by the procurement adviser who ad- 


vised the CNIE it had to approve the application. National Bank approval was 
obtained with the same tactics. 


_Imay interpolate here that the CNIE had the right to approve the 
license, but the granting of the foreign exchange was a function of the 
Minister of Finance and the National Bank, so it had a double vetoing 
to perform before the money was actually made available. 


The speed with which this unsound application was moved through the system 
in contrast to the delays imposed on many Lao projects created an unpleasant 
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situation of cynicism, which resulted in a number of applications being pre 


sented for housing on the same unsound basis by importers incl 
by the director of foreign trade. 

A carbon copy of this went to Mr. Haynes Miller of USOM. 

Now, this report was made at the specific request of Mr, Haynes 
Miller who was there in an official capacity as I understand it, as end 
use investigator. This report was made, of course, immediately ty 
me, hers in Washington, and we kept a very careful check of all mat. 
ters of this type. 

Mr. Harpy. Mr. Howell, there have been several references to the 
procurement adviser in that letter. 

Mr. Howe tu. Yes, sir. 

Mr. Harpy. Can you identify him? 

Mr. Howeix. Well, there were one or two when we first went there: 
there was Mr. Charles Miller, I don’t know when he left; and then there 
was a Mr. Sam Reed; I imagine ICA would know precisely when this 
took place. 

Mr. Harpy. In any event, according to that communication, the 
Mission was completely responsible for the Lao Government’s deci. 
sion to go ahead with this program ¢ 

Mr. Howey. Well, it was never a proposition of the Lao Gover. 
ment. This was an administrative function of USOM and they had 
the right, they never surrendered the right, naturally, to buy their 
own administrative supplies. 

Mr. Harpy. Except with the granting of import. licenses? 


~ 


Mr. Howext. That is correct. 

Mr. Harpy. So the Lao Government did have responsibility for 
‘anting import licenses ? . 
Mr. Howe tt. Yes, that is correct. 

Mr. Harpy. And according to that communication, did I wnder- 
stand that your representative was threatened in some way, if he 
didn’t approve the granting of these licenses ? 

Mr. Howexx. Well, what would happen would be that the license 
application would go forward with our little slip on it which would 
say that we didn’t approve it, and let it go at that. 

Now, the CNIE had at all times a representative of USOM on the 
committee, who had vetoing power, and what the CNIE did, after 
that, was entirely their affair. They could either approve, even 
though we didn’t recommend it, or they could reject, which they did 
in many cases, and whether they approved or rejected, it was always 
subject to the veto of the procurement adviser. 

Mr. Harpy. Is it your testimony, then, that all of the import licenses 
granted over there were subject to the approval of the procurement 
adviser ? 

Mr. Howe... It was stated to be the other way, that it was subject 
to his veto. 

Mr. Harpy. But he could veto any license that was issued? 

Mr. Howell. That was correct, that was proposed to be issued. 

Mr. Harpy. Did he have the authority also to veto denial? 

Mr. Howe. No, I don’t know. 

Mr. Harpy. In any event then, if he had the veto right, thena 
representative of the Mission had a responsibility in connection with 
every improper import license that was granted, if they were granted? 
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Mr. Hower. That is our understanding, yes, that if it hadn’t been 
yetoed, 1 think the position taken was that because it wasn’t vetoed, 
it wasn't necessarily approved, it was a type of hair-splitting that we 
found rather difficult to understand, because the Government of Laos 
assumed that if it wasn’t vetoed, it was accepted. 

Mr. Harpy. So we put ourselves in the position of having a repre- 
sentative from the Mission sit on these commission meetings with the 
guthority to veto every license or any license which was applied for? 

Mr. Howerx. That is correct. A lot of those were quite proper. 
For instance, there were licenses which called for expenditures which 
were not permitted with U.S. funds. OLe 

Mr. Harpy. We have heard some discussion about $12 million 
worth of licenses and nobody has been able to find out what they 
were used for up until now. Now we find out presumably they would 
have been subject to the same scrutiny ? 

Mr. Howetn. If you are talking about the group that happened 
after a certain change of administration, that was a group of $12 
million licenses which escaped the usual Government of Laos formula. 
They didn’t go through CNIE at all. 

There was an established procedure, but on occasion, the Minister 
would see fit to bypass the official channels. 

Mr. Harpy. In that specific case, those licenses were granted without 
approval by the Commission ? 

Mr. Howetxi. That is correct. 

Mr. Meapver. And your firm had no participation in analyzing those 
applications / . a 

Mr. Howety. No, not in analyzing them. We had this participa- 
tio. Within a few hours after it had happened, that it was officially 
reported in certain channels, which I believe are classified, which I ean 
write you about, also the system which we set up, provided that there 
was asort of backstop; in other words, it was not the authority of the 
Minister of Economy to do more than grant the license. It was up to 
the Minister of Finance to make the foreign exchange available; and 
at the other end of the line, with the Minister of Finance, we were able 
to block and call for reexamimation of substantial groups of this $12 
million that escaped the usual channels. 

So, there has never been any complete and final accounting of what 
happened to that particular batch of licenses. 

Mr. Harpy. Now, Mr. Howell, your firm reported these findings to 
ICA? 

Mr. Howeizi. On what subject, sir ? 

Mr. Harpy. Any of these subjects, sir. 

Mr. Howert. We had a system of making very detailed monthly 
reports. The monthly reports went to the Mission, which I believe got 
20 copies, and 6 copies were submitted directly by me to ICA, Wash- 
ington, here. 

In addition to that, certain conferences were held by me, on matters 
which I felt were rather serious, with officials in ICA, and that is—I 
don't know to what extent that might be classified, but I will be glad to 
write down and tell you with whom I had those conferences. 

Mr. Harpy. I believe I had an opportunity last year to examine some 
of the reports which you sent back. 
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All of those reports had been made available either to the Mission 
or ICA, Washington, had they not ? 

Mr. Howetu. Yes. 

Mr. Harpy. And in those reports, you commented on quite a Variety 
of deficiencies, as I recall it ? 

Mr. Howetu. That is correct. 

Mr. Harpy. Including some which involved this problem of foreign 
exchange ? 

Mr. Howetu. Yes. 

Mr. Harpy. And including some which involved inadequacies in 
Mission performance ? 

Mr. Howe... Yes. 

Mr. Harpy. Were you ever called on to explain in greater detai} 
your findings and conclusions in connection with those matters at the 
Washington level ? 

Mr. Howeu. No, we were never called upon to do it; no. 

Mr. Harpy. Is your contract still in force ? 

Mr. Howe tt. No, sir; the contract was concluded June 30, 1958, 

Mr. Harpy. Was it permitted to run to the end of its term ? 

Mr. Howeti. Yes. The original contract expired October 31, 1957, 
and we had a phase-out operation. It was supposed, under resolu. 
tion of the Council of Ministers and the authority of the Prime Minis. 
ter, to be continued, but we phased out on June 30, 1958. 

Mr. Harpy. On whose initiative was that ? 

Mr. Howetx. You mean the fact that it was phased out? 

Mr. Harpy. Yes. 

Mr. Howe x. That, I just don’t know. 

Mr. Harpy. It was not on your initiative? 

Mr. Howe tt. No, our initiative, sir, was this in October 1957: I 
went to the Ambassador and I told him that in struggling against 
these various things, that while they might be deplorable, that funda- 
mentally, certain things had to be changed. We were creating a 
climate in which it was extremely difficult both to operate normally 
and soundly, and that unless those conditions were changed, we 
would like to withdraw, because we had struggled with them for 2 
years. 

The Ambassador asked us not to withdraw, and at that point the 
Council of Ministers had requested that we stay and give further 
specific assistance in these fields. And the necessary papers went 
through including all of the funding, but about the middle, I suppose 
about March, the end of March 1958, we were notified that a new con- 
tract with the Government of Laos would not be entered into. 

Mr. Harpy. Whoso notified you? 

Mr. Howe. We were notified, my chief of project was notified 
by the Director of the Mission. 

Mr. Meaper. Who was that at that time, March 1958 ? 

Mr. Howetu. Well, I would have to look at my records, sir. As 
Mr. Woods would tell you, this was a little unexpected. ; 

(The subeommitee was subsequently advised by ICA that dur 
March 1958 the acting USOM Director in Laos was Mr. Michae 
Adler.) 

Mr. Harpy. Now, Mr. Howell, I don’t remember the dates, but we 
did issue a subpena for your records on this matter. 
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Mr. Howett. Yes, sir; that was, I got back from Paris in early 
April on another job, and when I arrived, there were two gentlemen 
with subpenas. : 

Mr. Harpy. And in response to our subpena, you furnished the sub- 
committee the records, copies of which had been furnished to ICA, 
Washington ? 

Mr. Howe. That is correct, yes. 

Mr. Harpy. That was along toward the end of your contract? That 
was in April? 

Mr. Howey. That is right. 

Mr. Harpy. And that was shortly after you had been advised that 
the contract would not be extended ? 

Mr. Howetu. Yes, that is correct. I learned about it a day or 
two— 

Mr. Harpy. Now, over what period of time had these reports of 
deficiencies been sent to ICA, Washington ? 

Mr. Howeti. We sent the first report at the end of December 1955, 
and every month thereafter. 

Mr. Harpy. And is it pretty safe to say that practically every one 
of these reports called attention to deficiencies of one kind or another? 

Mr. Howetw. Yes, they did. 

I do want to make this distinction, Mr. Chairman, and that is this: 
If we can assume a situation of ordinary trade, then the deficiencies 
have one significance. It is impossible to measure these deficiencies 
without realizing that, first of all, the sums of money, the import 
program itself, was completely not related to any sound economics, 
interms of consumer use. That was the first thing. 

And second: The 35 to 1 rate created an atmosphere in which it 
was, it just intensified all of this, so these deficiencies, I don’t think, 
should be measured against, let’s say, doing business in the United 
States. 

Mr. Harpy. I am not attempting to measure them at all at the 
moment. 

Mr. Meaper. By that, do you mean they are more serious under the 
conditions in Laos than they would have been in the United States? 

Mr. Howety. Not only are they more serious, they—you couldn’t 

ut a stop to it. The temptation was so steady. Ordinarily, if you 

lock a few licenses, and propose a few sanctions, why, it calms the 
thing down for a few months; but here the possibilities of profit were 
so great that there was no harm in keeping on trying. It was like try- 
ing to hold the tide back. 

Mr. Harpy. Before we get on that tour, I want to conclude the point 
I was trying to develop. 

I believe you said that it was in March 1958, that you were advised 
that your contract would not be renewed by the Mission Director. 
Then we subpenaed your records because we had gotten some infor- 
mation, from another source, concerning the nature of your reports. 
Who in the Washington office had a responsibility in connection with 
the matters which you found to exist, do you know? 

Mr. Howex. Our direct contact with ICA is with a project man- 
ager in the Public Administration Division, that was a Mr. Elliot, and 
all of our reports, all of them, went directly to that place. They were, 
limagine, distributed, I just don’t know. 
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Mr. Harpy. Whose office is that in, Mr. Grant? 

Mr. Grant. Public Administration, Office of Public Adiministry 
tion is one of the offices under the Deputy Director for Technical 
Services. 

Mr. Harpy. Who is that? 

Mr. Grant. At that time, that was Mr.—well, there were several 
Deputy Directors for Technical Services. The last one was Mr 
Arnold, and he was preceded by Mr. Stokes. 

Mr. Harpy. What responsibility did Dr. Moyer have in this? 

Mr. Grant. Dr. Moyer is Regional Director for Operations 
throughout the whole Far East. 

Mr. Harpy. So then he does have a responsibility ? 

Mr. Grant. These would be matters of great interest to him, yes 

Mr. Harpy. During this period from 1955 until March of 1958, were 
you ever contacted by anybody in the Washington office to explain 
to comment on, or to make suggestions in connection with any of the 
deficiencies which you had reported ? ! 

Mr. Howey. We had two meetings. I don’t know whether we 
initiated them or whether they were initiated by someone else. By} 
we had two meetings with Mr. Bunting on the through bill of lading 
situation. 

Mr. Harpy. Who is that? 

_Mr. Howey. Mr. Frederick Bunting. I don’t know what his fune- 
t10N 1S. 

Mr. Harpy. And that only related to the through bill of lading 
situation, which was creating problems of transportation? " 

Mr. Howe xt. That is correct. 

Mr. Harpy. And both of the meetings were on that same subject! 

Mr. Hower. That is correct. 

Mr. Harpy. You were never called on by anybody in ICA in con- 
nection with any other matters that you had reported on? 

Mr. Howeii. No. I want to make that distinction. We were 
never called upon. I mean, I insisted on the meeting. 

Mr. Harpy. With Mr. Bunting? 

Mr. Howe. No. 

Mr. Harpy. With whom did you insist on a meeting? 

Mr. Howey. Well, there is a group in ICA that I believe evaluates 
programs under Mr. Tyler C. Woods. I went to Mr. Woods and told 
him that we had made these reports, that they were not—I seem to have 
trouble making this distinction—but they were not as critical of the 
specific things which were reported so much as the underlying condi- 
tions which created them. And I could not understand why some 
action had not been taken, And as a result of that, a meeting was 
arranged with Dr. Moyer, at which we presented him with our most 
important reports. 

Mr. Harpy. You initiated the meeting with Mr. Woods? 

Mr. Howexx. That is correct. 

Mr. Harpy. When was that? 

Mr. Howetu. I would have to refer, sir—I did it three or four times, 
after almost each trip. I was there three times. 

Mr. Harpy. Did you ever have any conference with Dr. Moyer, 
either at your initiation or at his, prior to the receipt of the subpena 
which I issued ? 
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© 


Mr. Howett. Oh, yes. We had one that fall. 

Mr. Harpy. Which fall? 

Mr. Howet. In the fall of—when I got back, toward the end of 
ont 
ih Harpy. You had a meeting with Dr. Moyer toward the end of 
1957? Sooesneaes . : 

Mr. Howety. That is right, following the meeting with Mr. Woods. 

Mr. Harpy. So that you had to initiate that ? 

Mr. Howett. That is correct. 

Mr. Harpy. What took place at that meeting ? 

Mr. Howetx. Well, Mr. Moyer was keenly interested in the reports 
which apparently he had not seen. We discussed various things and 
what we had in the report and I gave a brief summary of what I 
felt some of the underlying difficulties were, and that closed the 
meeting. 

Mr. Harpy. When did you next meet with Dr. Moyer ? 

Mr. Howe. We had no other meetings. 

Mr. Harpy. Did you have another meeting with him in April of 
1958 or May 1958? 

Mr. Howe. I would have to refer tomy diary. I was unprepared 
this morning because Mr. Woods suddenly called me and I wasn’t 
ready for this. 

Mr. Harpy. I hadn’t expected to get into this much detail. But 
following the advice which was given to you or your company by the 
Mission Director in Laos that your contract was not to be extended, 
did you have any conversations with ICA Washington people ? 

Mr. Howext. We wrote a letter to Dr. Moyer in which we pointed 
out that here was an initial action of the Government of Laos pre- 
sented by the Prime Minister, approved by the Council of Ministers. 
They took very careful action and they asked for specific areas of 
work. The detail of the contract was worked out completely with the 
Royal Government of Laos. We felt that at least some consideration 
should be given to their views. 

Also, we pointed out that the contract was funded. We never did 
have an official explanation of why it wasn’t continued. And since we 
were in the middle of a phase-out operation, and since it was difficult 
to cope with the situation unless it was fundamentally corrected, we 
had no particular urge. We wanted to help the Royal Government of 
Laos, because they were extremely cooperative and they did some very 
brave and courageous things. 

Mr. Harpy. Did you make those representations to ICA ? 

Mr. Howe. Yes. 

Mr. Harpy. When? 

Mr. Howetx. It was after I got back, and after my man reported 
that the contract. would not be extended. : 

When I say “extended,” it was a brand new contract. The great 
difficulty that happened on the first. one was this: The contract was 
between ourselves and ICA, even though we were actually working 
for the Royal Lao Government, and the Prime Minister when he first 
learned about it, which was in April 1956, requested that it be imme- 
diately made a three-party contract in which the Government of Laos 
was a part. Various moves were made to do that. but they never 
matured. ; 
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Nevertheless, the Royal Lao Government did accept us into the 


family and we worked with them steadily. But they did gg tha 


under this new work they wanted the contract directly with the G) 
ernment of Laos and ICA, a typical three-party contract. 

Mr. Harpy. ICA would not approve it? 

Mr. Howe tt. It was not approved, that is right. 


| 
V. 


Mr. Harpy. Mr. Howell, you have never been given any inforng. 


tion as to why your contract was not continued ? 
Mr. Howe... That is correct. 


Mr. Harpy. Had you previously had contracts with ICA befom 


this one? 
Mr. Howe tu. Yes. 
Mr. Harpy. Have you been invited to bid on, negotiate for 
contract since this episode ? 
Mr. Howe tt. No, sir. 
Mr. Harpy. Here again 





» any 


Mr. Howe tt. I don’t draw any inferences from that. We had, 





period of 11 months 

Mr. Harpy. I am going to draw one right now. This is another 
stance where apparently when a firm performs satisfactorily and th 
was any criticism of ICA which they neglected to take action 
again his contract is canceled. The assumption on my part is that 


has been placed on a blacklist. I hope that it is not true but we yill 


in- 
ere 
On, 


he 


certainly have to try to find out. I don’t know how we can find oy 
because if anybody would perform that kind of trick, you would neve 


get the truth about it. 


Mr. Howe.x. Mr. Chairman, may I say a word? You see, this thing 
can be oversimplified. And in our final report it is brought out very | 
carefully. I am certainly no apologist for all of the things that ar 
mishandled, because it is our business to correct those things. But 
ICA was the tail end of a very large dog and the military funding | 
was one of the primary causes of this difficulty. When they asked 1s | 
to bring in, when we first went there, $314 million worth of importss 


month, it was ridiculous on the face of it. 


Mr. Harpy. I don’t want to minimize the size of it or the problems 
that were involved. But the thing that disturbs me, Mr. Howell, is 
that when we run across evidence of people who try to do a job 
and try to point up deficiencies and to suggest corrections, instead of 
having some action taken in connection with correcting those deficien- 
cies, the individual or firm responsible for causing them to be called to 
the attention of ICA seems to be no longer desired around, and they 


find some way to get rid of them. Unfortunately, that has happe 


too many times. And I am afraid that your situation is not an 
ceptional one. 


ned 
eX: 


Mr. Meaper. Have reports such as you have mentioned, your month- 
ly reports which started in December 1955, your final report and the 
correspondence that you referred to in your testimony, been furnished 


to the committee ? 
Mr. Howe... Yes, sir. 
Mr. Meaper. We have all of that? 
Mr. Howett. Mr. Woods has all our files. 
Mr. Mraper. On this letter of June 8, 1957, the memorandum sig 
by Manly, on the letterhead of U.S. Operations Mission to Lao 
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notice, in the next to the last paragraph which you read, the following 
statement : 

I was advised in a threatening manner that this was none of my business and 
to stay out of it or I would be in the position of blocking the housing develop- 
ment and Mission policy as the contract had already been signed. 

That is a statement by Mr. Manly, is it? 

Mr. Howe. That is correct. That is his statement. . 

Mr. Meaver. Do you have any knowledge personally as to who did 
that threatening? 

Mr. Howetu. No, sir. 

Mr. Meapver. It followed the reference to the USOM procurement 
adviser. 

Mr. Howett. That is correct. 

Mr. Mreaver. Was it your understanding of this message that the 
USOM procurement adviser who was a member of this CNIE was the 
one who threatened Mr. Manly? 

Mr. Howett. Mr. Meader, I didn’t try to read between the lines. 
There was a conference in Vientiane. Mr. Haynes Miller, in addition 
to what was covered in there, all of his questions were answered. And 
this was merely a report from my chief of project of what he con- 
sidered a serious matter and I didn’t attempt to read between the lines 
as to what happened. 

I can tell you this: The situation was so demoralizing that tempers 
flared once in a while and it was one of my jobs to keep my boys rea- 
sonably calm. 

Mr. Meaper. There is the next paragraph, the last one says: 

The application was sent to me for a second time but I refused to consider it 
further. It was then handled personally by the procurement adviser who ad- 
yised the CNIE it had to approve the application. 

Mr. Howett. That is right. 

Mr. Meaper. That presumably was the same procurement adviser 
referred to in the previous paragraph. 

Let me ask you, with respect to this memorandum of June 8, 1957, 
was that furnished only to Mr. Miller or was it furnished—I see a 
copy was sent to Mr. Haynes Miller—did that get into the regular 
channels of ICA so that it would come to the attention of ICA in 
Washington / 

Mr. Howett. Mr. Haynes Miller—this is a report to me that we 
had been queried by Mr. Haynes Miller. We have similar reports 
when GAO, for instance, queried our people. They just sent it as a 
matter of information to me that this had happened. 

Mr. Meaper. You have no knowledge of any other channel through 
which it might have reached the Mission ? 

Mr. Howetu. This precise communication ? 

Mr. Meaper. Yes. 

Mr. Howe tt. It shouldn’t have reached them. It was a communi- 
cation to me. 

Mr. Mzaper. Buta copy was sent to Mr. Miller? 

Mr. Howett. That is correct. 

Mr. Mraper. And to no other person in ICA, so far as you know? 

Mr. Howey. Not unless the message says so. 

Mr. Harpy. We can’t tell whether they went to ICA or not, from 
our records. Mr. Miller made a report to ICA. He documented 
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those reports. It is entirely possible that this may be attached to One 
of the reports which we have. If not, it may be attached to one that 
ICA has and substituted a new one for, if they did that. 

Mr. Meaper. Mr. Crowl, weren't you the one who asked Mr, Kel] 
inspector in Bangkok, to look into these allegations of Mr. Miller?’ 

Mr. Crow. We sent him the instructions that I referred to vester- 
day, together with complete files that had been turned over to me. 

Mr. Meaper. Do you recall whether this document which has 
been read here, of June 8, 1957, was sent to Mr. Kelly ? 

Mr. Crowt. I do not recall if I have ever seen it. 

Mr. Meaper. What surprises me is that you had some doubt of Mr 
Miller having any documentary evidence or that his sources that he 
gave you substantiated some of the charges that he made. Yet, here 
it seems to me is a document by an ICA contractor which would seem 
to me to furnish some reliable support to Mr. Miller’s charges. I am 
surprised that you don’t have any recollection of it. 

Mr. Crowt. So far as I know, I have not seen that document. 

Mr. Harpy. The subcommittee is going to have to adjourn to answer 
a roll call. Mr. Howell, I want to express appreciation for your help, 
We will not need you again immediately. I hope that the subcom- 
mittee can adjourn today. We will have to recess and we may want 
to ask you to come back again after we reconvene after Easter. Wedo 
need to cover one other point. 

Let the subcommittee stand adjourned, to reconvene at 1: 30. 

(Thereupon, the subcommittee was adjourned, to reconvene at 1:30 
p.m., this day.) 


just 


AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan and myself con- 
stituting a quorum under the committee rules. 

Mr. Reppan. Mr. Chairman, we have some representatives of the 
Vinnell Co. here: Mr. McNamara, Mr. Erlen, and Mr. Ford, and ther 
attorney is Mr. Creyke. 

Mr. Harpy. Will you gentlemen come forward, please. 

I believe Mr. Creyke is your atttorney. Mr. Creyke will not be 
testifying, I take it? 

Mr. Creyke. That is correct. 

Mr. Harpy. Will the other three gentlemen be sworn ‘ 

(Thereupon, Warren A. Ford, Frank S. McNamara, and Leo J 
Erler were duly sworn as witnesses by the chairman of the com- 
mittee. ) 


TESTIMONY OF FRANK S. McNAMARA, VICE PRESIDENT, VINNELL 
CO., MANHATTAN BEACH, CALIF.; ACCOMPANIED BY WARREN A. 
FORD, PROJECT ENGINEER IN LAOS, SOUTH PASADENA, CALIF; 
AND LEO J. ERLER, WASHINGTON REPRESENTATIVE, ARLING- 
TON, VA. 


Mr. Harpy. Gentlemen, I want you to have a copy of the rules of 
the committee. 

[ also want to thank you for coming. 

Mr. Reddan, you go ahead. 
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Mr. Reppan. Mr. MeNamara, you are vice president ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Please give the reporter your full name. 

Mr. McNamara. Frank Smith McNamara, 2920 Agnes Road, Man- 
pattan Beach, Calif. : 

Mr. Harpy. I think it might be helpful if each of you, as you par- 
ticipate, would give us the benefit of a brief biographical background, 
particularly with respect to the experience of the company. — I think 
perhaps that is more important than any individual. 

Mr. McNamara. I might take that one on, Mr. Chairman. When 
our company was organized in 1933, we had been in the contracting 
business for 26 years. We operate in the United States, in Mexico, 
in the Far East, in Greenland, Saudi Arabia. We have been in the 
Far East since 1946. We have done approximately $150 million worth 
of work in the Far East. 

I am assuming that you are more interested in our overseas expe- 
rience rather than our stateside experience. 

Mr. Harpy. Not necessarily. I don’t think we need to get into 
any great detail, but first of all I take it that you gentlemen are in- 
dividually engineers ? 

Mr. McNamara. Iam not, sir. 

Mr. Harpy. You are not. But your firm is essentially an engineer- 
ing firm ? ee ee 

Mr. McNamara. Yes, sir, it is. 

Mr. Harpy. You have performed extensive engineering contracts 
in both this count ry and abroad 7 

Mr. McNamara. Yes, sir. 

Mr. Harpy. And you have also done a number of contracts for the 
Federal Government ? 

Mr. McNamara. Yes, sir, all branches of the Federal Government. 

Mr. Harpy. I think that is about what we need. 

Thank you. 

Mr. Reppan. Mr. McNamara, did Vinnell Corp. enter into a con- 
tract—— 

Mr. Harpy. Before you do that. I think before we start it might 
be helpful if the other two gentlemen would give the committee their 
full names, their addresses, and their official connection with the 
Vinnell Co. Then when we get into questions we can interchange as 
the need might be. 

Mr. Reppan. Mr. Ford? 

Mr. Forpv. Warren A. Ford. My present title is project leader of 
the Vinnell mission in Laos, and my address there is Vientiane, Laos, 
in care of the U.S. Embassy. My home address is 1745 Glenvelia 
Street, South Pasadena, Calif. 

Mr. Harpy. You are an engineer, Mr. Ford ? 

Mr. Forp. I am an engineer, yes, sir. 

Mr. Harpy. You have been with the Vinnell Co. long? 

Mr. Forp. On two occasions, once in a consulting capacity; when 
was it, Mac? 

Mr. McNamara. That was back in 1954. 

Mr. Forp. 1954, yes. 


6 Mr. Harpy. How long have you been with the Vinnell Co: at this 
AM * 
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Mr. Forp. Just since this contract, October 1957. 

Mr. Harpy. You are in this country now on leave; are you going 
back ? 

Mr. Forp. I was called back. I will go back, I presume, unless the 
committee is of the opinion, or ICA decides whether I go back there 
or not. We will know as soon as this meeting is over, I presume, 

Mr. Harpy. Well, I hope we get a decision on that before too long, 

Mr. Reppan. Are you a graduate engineer / 

Mr. Forp. I received a certificate of completion from the Columbia 
University. I took a correspondence course, and I finished that course 
in 2 years and 7 months and never went back to the university to get 
my eure: but have acted as principal engineer for many companies, 
railroad construction in Mexico, construction engineer, in 1922 to 1999. 
And my experience has been quite varied. I spent about 21 years in 
Latin America as an engineer and as construction manager, and super. 
intendent. 

Mr. Harpy. Thank you, sir. 

Mr. Reppan. Colonel Erler? 

Mr. Erter. Leo J. Erler, 4223 South 35th Street, Arlington, Va, 
Civil engineer, graduate of the Military Academy, 30 years service 
in the Infantry and Air Force and have been Washington representa- 
tive, have been with Vinnell for approximately 4 years, Washington 
representative. 

Mr. Harpy. You did not serve in the Corps of Engineers? 

Mr. Enter. I was in the Infantry and Air Force. 

Mr. Harpy. Thank you, sir. 

Mr. Reppan. Mr. McNamara, the Vinell Co. entered into a contract 
with the ICA to perform certain work in Laos? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. What was the nature of the work that you were to 
perform ? 

Mr. McNamara. We first operated under a letter of intent. As I 
recall, it was dated the 21st of November, and accepted that November 
23, 1956. 

Mr. Reppan. Was this a negotiated contract or were comparable 
proposals submitted ? 

Mr. McNamara. We submitted proposals and negotiated the con- 
tract as a result of the proposal. It called for the services of 13 men, 
all together, and actually, the contract was divided into two portions; 
first, the letter of intent, which called for sending three men over to 
Laos, whose principal duties were to see that the equipment was prop- 
erly unloaded and loaded on cars, and brought to Laos. 

Mr. Reppan. Now, this was highway construction equipment? 

Mr. McNamara. Principally highway construction equipment, yes, 
sir. It was the intent of the contract to handle the highway construc- 
tion equipment that was coming in to the country and, of course, the 
only port of entry was Bangkok and railroaded it from Bangkok up 
to Vientiane. 

Mr. Reppan. When did you submit your proposal 

Mr. McNamara. I think the proposal] was submitted, I would like 
to look that up. 

Mr. Reppan. Approximately ? , 

Mr. McNamara. I would say the latter part of October, wasn’t it? 
October 1956. 
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Mr. Reppan. When did you receive the letter of intent? 

Mr, McNamara. The letter of intent was dated the 2ist of Novem- 
ber and accepted the 23d, and that was for the 8 men, not the entire 
13, but just the first 3 men. 

Mr. Reppan. Do you know when the equipment and machinery 
sarted to arrive in Bangkok ? 

“Mr. McNamara. It already arrived, it was already there, as I 
understood ; that was the reason for the rush in getting the men over 
chere to handle this equipment. 

Mr. Reppan. What were you supposed to do? 

Mr. McNamara. We were supposed to load that equipment on 
cars and see that it got to Bangkok and then—I mean to Vientiane— 
actually, there is 4 ferry across the river there, to ferry it across and 
then unload it and drive it to the yard. 

Mr. Reppan. When did your men arrive over there ? 

Mr. McNamara. The first man arrived on the third of December. 
[made some notes this morning. My memory might be a little faulty. 
The three men—was it December 3 or 4? 

Mr. Reppan. That is 1956 4 

Mr. McNamara. That is 1956. Yes, the first man arrived on the 
4th of December, 1956. 

Mr. Reppan. Now did you perform under that letter of intent ? 

Mr. McNamara. Yes, we did. 

Mr. Reppan. What services did you perform ? 

Mr.McNamara. The services I just described to you. 

Mr. Reppan. How much of the machinery did you load and trans- 
port! 

Mr. McNamara. Do you have any record of that, Warren? 

Mr. Forp. I think in my first monthly letter I gave that informa- 
tion. I don’t recall the exact amount but it was given in my first 
report. 

Mr. McNamara. It was a continuing process, and wasn’t just the 
one, 

Mr, Forp. Also, the Universal Construction Co. had moved in there 
prior to the time our men arrived, so part of this equipment was re- 
ceived by Universal Construction Co. and part by our own men. 

Mr. Reppan. Were you and Universal performing the same work ? 

Mr. Forp. It was overlapping. I was not there at the time. I 
received the reports from the men and put all the information in 
my first monthly report. 

Mr. Reppan. Did you experience any difficulty in carrying out 
your contract ? 

Mr. Forp. Considerable, yes. 

Mr. McNamara. Wait a minute. That letter of intent, I assume 
you are talking about the letter of intent? 

Mr. Reppan. I am talking abdut the letter of intent at the present 
time, 

Mr. McNamara. I don’t think we had any difficulty under the letter 
of intent. It wasn’t until the main body got over there that we began 
to experience difficulty. 

Mr. Forp. As I recall 

Mr. McNamara. Difficulties are difficulties. 
Mr. Forp. It might have been due to the confusion of the overlap- - 
ping authority, I would say. 
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Mr. Reppan. The reason for my question, Mr. McNamara, we har 
already had testimony that Universal Construction Co. was paidan, 
proximately $54,000 for doing the same work that you say Vinal 
performed, and I am just wondering, how you divided this }g. 
tween yout Who decided who was going to transport which piece! 

Mr. Forp. Remember, I was not there at the time, but I did question 
and make the report from the men involved. 

Mr. Reppan. Who was there? 

Mr. Forp. The men involved were Mac Lee, Albert Curtis, and Ap. 
drew Barnett. 

Mr. Reppan. Did they submit reports as to the amount of work th 
were doing? 

Mr. Forv. They submitted verbal reports to me after I arrived they 
on October 29, 1957. 


ey 


Mr. Reppan. Verbal report, was that the basis on which yon syb. | 


mitted your report? 

Mr. Forp. Correct. 

Mr. Harpy. And they had been operating there, the three of them 
for a period of some 10 or 11 months? 

Mr. McNamara. That isn’t wholly true, in this respect, Mr. Chair. 
man, that when those three men went over there, we sent over at our 


expense a representative of ours. We never believe in sending any | 
individuals out alone, particularly if they are not management type 


We have to go over and see or send a representative over to see what 
they are doing. So we sent a Mr. O'Connor over there in December. 
that was the early part of December, and then Mr. Vinnell was there 
himself the latter part of December. 

Now, depending upon memory, and I don’t recall any report com- 
ing in from either one of the two that mdicated that there was - | 
overlapping of responsibility in the freighting of this equipment from 
Bangkok to Vientane. 

Mr. Harpy. Your problems then arose after you got the equipment | 
to Vientiane? 

Mr. McNamara. The problems actually arose when the scope of the | 
work was changed, that is where our problems arose. 

Mr. Reppan. Did that occur before or after the contract was en- 
tered into? 

Mr. McNamara. We signed the contract on the fourth of April, and 
a project leader arrived over there, I think it was the 29th of May, 
and then our men began to arrive on the 8th of June, and I myself 
was in Laos about the middle of June, shortly after the men arrived. 
Prior to that time, under the terms of the contract, we had sent a 
representative over there to be there when the men got there. He 
reported to our office that the scope of the work had been changed. So 
[ was in the area when I went up to see wherein it had been changed 
and what we were expected to do. 

Mr. Reppan. Did you make a report of your findings to anyone! 

Mr. McNamara. When I returned to the United States, I talked to 
Mr. Hodgson, who is vice president of our company, and was ol 
Washington representative at this time, and as a result of that con- 
versation we wrote a letter to Mr. Kessler’s office. 

Mr. Reppin. I would like to show you a letter here, addressed to Mr. 
Kessler, 2 thermofax copy of it, and ask you if that is the letter t | 
which you are referring ? f 
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Mr. McNamara. Is that the 22d of July ? 

‘Document handed to the witness. ) 

Mr. McNamara. Yes, sir, this is the letter. 

Mr. Reppan. That is the letter addressed to Mr. Kessler? 

Mr. McNamara. 1 made a rough draft up and sent it to Mr. Hodgson 
and, jnasmuch as he had negotiated the contract and was familiar with 
the people over there, I had suggested that he write the letter instead 
of me. ag 

Mr. Reppan. Mr. Chairman, could we have the letter read into the 
record at this point, if Mr. McNamara will do it? 

Mr. McNamara. Am ] supposed to read this ? 

Mr. Harpy. Yes, this is the letter you wrote to Mr. Kessler. 

Mr. McNamara. ‘This is the letter that Mr. Hodgson wrote to Mr. 
Kessler, but actually, I gave him the draft and sent it to Washington, 
and then he in turn wrote it and signed it. 

This is addressed to Mr. Julius Kessler, International Cooperation 
Administration, room 729, Rochambeau Building, 815 Connecticut 
Avenue, Northwest, Washington 25, D.C. It is dated July 22, 1957. 

Dear Mr. KessLer: Confirming my visit to your office and discussion regarding 
the Lao contract the following is offered for your information and consideration. 

On June 15, 1957, our vice president, Mr. IF’. 8. McNamara, visited the job site 
in Vientiane, Laos. He found that the work we were being called upon to per- 
form was not in accordance with the terms of the contract. 

The contract entered into with your agency called for Vinnell Co., Inc. to train 
Lao in the rehabilitation of existing highways and the proper operation of 
equipment. 3 ; 

We found that the major portion of the equipment was being used by a con- 
tractor who had entered into a contract with the Lao Government for this re- 
habilitation work and that Vinnell Co., Inc. was expected to repair these items 
of heavy equipment being used by the other contractor. 

The planning of this job was based upon the scope of work as stated in the 
contract and not solely upon repair and maintenance of equipment. Inasmuch as 
the scope of work has been changed, the contract should be amended to provide 
for this revision since it has necessitated a change in the type of personnel re- 
quired. The project leader originally hired was a civil engineer capable of 
planning and providing the supervision of the highway rehabilitation program. 

Now it is essential that we send a man who is qualified as an equipment over- 
haul and maintenance leader. These qualifications command more salary and 
we request authorization to employ such a man as project leader at a salary not 
to exceed $1,250 a month. This change in classification and salary rate will not 
increase our fee. 

We will appreciate your prompt approval of this change in classification and 
salary rate and effecting of the appropriate amendment to the contract. 

Very truly yours, 
VINNELL Co., INc., 
A. Hopeson, Vice President. 

Mr. Reopan. Mr. McNamara, who had changed the scope of the 
contract or the nature of the work that you were to perform ¢ 

Mr. McNamara. Well, I assumed that USOM in the field 
changed it. 

Mr. Reppan. Did you have any discussions with them when you 
were in the field ¢ 

Mr. McNamara. Yes, sir; I did. 

Mr. Reppan. With whom did you have these discussions? 

Mr. McNamara. I talked to Mr. E. T. McNamara. 


r, Reppan. Did you have any discussions with the Director of 
the Mission ? 
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Mr. McNamara. I did meet Mr. dePaul unofficially. The nigh; 
I left I met him at a dinner I was attending. I didn’t talk to him, 
I talked to Mr. McNamara. 

Mr Reppan. Will you tell us the substance of your conversation; 
with Mr. McNamara? 

Mr. McNamara. I told him I was concerned about our men being 
there and the work for which we were hired and the maybe scope of 
the work, shall we say, was being done by another contractor, ang 
that I didn’t know whether we wanted to continue on under those eop. 
ditions. I would have to go back to Los Angeles and talk to Mp. 
Vinnell about whether we wanted to stay in Laos under those gp. 
ditions. We were essentially a repair company under the change) 
conditions. 

He explained to me that this equipment was there, they had to dp 
something, so a contract was entered into with Universal Constry. 
tion Co. to work on the highways, and that he very much desired ys 
to continue and set up a yard in Vientiane for storage and repair of 
equipment, overhaul and training the natives in operation and main- 
tenance of equipment. He said that they were desperately in need 
of help, and that he felt that we could render a service. That wa 
the extent of my conversation with him. 

I told him that I would go back and discuss it with the owner of 
the company 

Mr. Reppan. How many men did you have there at that time? 

Mr. McNamara. We had 12 men. 

Mr. Reppan. Was that your full complement under the contract! 

Mr. McNamara. No, our contract required 18. The 13th man was 
an interpreter, and after we got over there we recommended that 
we do not send an American over as an interpreter, but we hire a local 
interpreter, which would be a lot less expensive, and with the variety 
of languages there, French and Lao and everything else, I guess, is 
spoken there, that we thought they would be better off by only send. 
ing 12 men. 

Mr. Reppan. Now you sent three men under the letter of intent, is 
that right ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Could you have sent the 12 men under the letter of 
intent, if the letter of intent had called for it? 

Mr. McNamara. Oh, yes. 

Mr. Reppan. So the absence of Vinnell personnel in Laos to carry 
out the contract was no fault of the Vinnell Co., is that correct? 

Mr. McNamara. Oh, no, sir, we didn’t sign that contract until the 
4th of April, that is the main contract, just the letter of intent. ] 
might add here, and it is all in the record which is very interesting, 
that when Mr. Vinnell went over there—incidentally, he spent Christ 
mas in Vientiane; it is not like spending it in the Riviera, I assur 
you—he recommended that they bring third nationals in, this was 
December of 1956, because they had an ambitious highway program, 
and he could see that 13 men was not going to be sufficient. So you will 
find in the records his recommendations dated in 1956, that thiri 
nationals be employed to teach, to teach and train the Lao along with 
the Americans. 

Mr. Harpy. 
three men ? 
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Mr. McNamara. Yes, sir. 

Mr. Harpy. And that was signed November 23, did you say ? 

Mr. McNamara. The letter was dated the 21st of November and ac- 
ceptance was the 23d. 

Mr. Harpy. And you had your three men on the job on December 1? 

Mr. McNamara. Yes, sir, they arrived out there on the 4th of 
December. 

Mr. Harpy. That was the total number that you were supposed 
to supply under the letter of intent on the job? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Now, did those men remain on under the contract also ? 

Mr. McNamara. Yes, sir, they did. 

Mr. Reppan. You just sent an additional nine men ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did the other nine men go over in a group ? 

Mr. McNamara. They went over in three groups. 

The project leader arrived there on the 29th of May, three men 
arrived on the 8th of June, four on the 9th of June and one on the 
12th of June. 

Mr. Reppan. What did those three men do over there between De- 
cember 3 and the following May ? 

Mr. McNamara. Warren, you probably can answer that better than 
I can in detail. 

Mr. Forp. As I recall, about 2 months were required in bringing 
that equipment across the river from the Thai side over to the Lao 
side, 

Mr. Reppan. You mean you had run through January of 1957? 

Mr. Forp. Ran through January and February, and a great deal 
of cargo was handed across at that time, parts, and boxes. ‘and other 
materials, which were needed by USOM, and which our men hauled 
in heavy trucks. 

Mr. Reppan. Was that part of the services to be performed in that 
letter of agreement or were you just making work for yourself ? 

Mr. Forv. We were not making work, the work had to be done and 
there was no other qualified personnel to do that. 

Mr. Reppan. Was this work to be performed under your letter of 
intent or was this just additional work that you were called upon to 
perform by USOM ? 

Mr, Forp. In a w: ay it was additional but it was a service contract 
in which our men were available and the work needed to be done. 

Mr. Reppan. What I want to know is whether or not there came 
atime when any of the Vinnell personnel were sitting around with 
nothing to do because the contract had been ch: anged, and Universal 
Construction Co. was doing the work that you people were supposed 
to perform ? 

Mr. McNamara. I questioned Warren about that yesterday, and his 
statement was that they were all kept busy. 

Is that right ? 

Mr. Forp. Yes. As far as from the time I was there. What hap- 
pened, a new yard was being built, and I think under the arrange- 
ments there were 1214 acres ‘of raw land out there to be cleared and 
set up, there was to be housing, and to set up our shops, and they 
started to work on that clearing of that land, grading of road, access 
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roads, and so forth. And that was being done at the time I Arrived 
there on October 29. 

Mr. Reppan. Would that have brought about full utilization of 4, 
capabilities of your men ? , 

Mr. Forp. Probably not, because we could have employed, they 
were fully utilized, but I think they could have done more beneficil 
work; in other words, I would say they were qualified for more wor 
than that. 

Mr. Reppan. Well, I gather from this letter that you drafted for 
Mr. Hodgson, Mr. McNamara, you felt that the Vinnell Co, capabili- 
ties were not being fully utilized and that the contract between the 
Lao Government and Universal was in conflict with the work whic, 
you were supposed to perform ? 

Mr. McNamara. I would put it this way, that they were doing the 
work that we thought we were going to do when we signed the gop. 
tract. 

_ Mr. Reppan. You gentlemen are appearing here under a subpena, 
is that correct ¢ 

Mr. McNamara. Colonel Erler is. 

Mr. Reppan. And the Vinnell Co. was called to produce certain 
books and records in compliance with subpena duces tecum. I hand 
you here certain parts of the material which has been submitted by 
the Vinnell Co. to this committee, pursuant to that subpena, and] | 
would ask you if you would just indicate to the reporter what docu. 
ments they are, by date, and identify them sufficiently so that we can 
refer to them later. I believe some are weekly also, some are just 
memorandums; if you will identify those. Are those the documents 
that were given to you gentlemen this morning to peruse? 

Mr. McNamara. Yes, I looked them over. 

Mr. Reppan. You identify those as part of the permanent files of th 
Vinnell Co. 

Mr. McNamara. Do you want me to do all of these ? 

Mr. Reppan. Yes, sir. 

Mr. McNamara. The first one is a letter dated the 15th of July, 
1957, written in Hong Kong, addressed to me from Mr. R. B. Wickiser, 
and it is a report on the conditions as he found them in Laos—— 

Mr. Reppan. I don’t think you have to go into complete identi- 
fication. 

Mr. McNamara. This one is a little unusual. The others are a litth 
easier. 

Mr. Harpy. Go ahead, if you like, but the main thing we are con 
cerned with is just enough identification so we can determine whieh 
document is which. But if there is anything unusual about that one, 
go ahead. 

Mr. McNamara. This one is unusual because it is his report of his 
visit to Laos. 

This is a letter dated 28th of July 1957, from Mr. Jones, telling 
about proposed construction projects in Laos. 

Mr. Harpy. Who is Mr. Jones? 

Mr. McNamara. Mr. Jones is assistant to Mr. Ford. 

Mr. Forp. And also engineer. 

Mr. McNamara. He is the engineer at the project. He is in Lass | 
He has been there since June of 1957. 
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Mr. Harpy. Thank you. 

Mr. McNamara. This is dated November 2, 1957, it is a weekly 
report from Mr. W . A. Ford to me, 

This is dated November 9, 1957, it is from Mr. Ford, it is a weekly 
letter addressed to me. , 

This is dated November 15, 1957. It is a memorandum for the 
record signed by Mr. Jones, and concerns conversations, questions 
asked by Mr. Miller and Mr. Kelly. There is a card, Mr. Kelly’s 
card is attached on there. 

This letter is dated the 18th of November 1957, from Ford to me, 
subject, weekly letter. 

This is dated 25th of November 1957, from Ford to me, subject, 
weekly letter. 

This is dated November 30, 1957, from Ford to me, subject, weekly 
etter. 
| This is dated 6th of December 1957, from Mr. Ford to me, subject 
is status of Vinnell ICA contract. 

This is dated the 10th of December 1957, from Ford addressed to 
my attention, subject, conference with Robbins, Director of USOM, 
of December 7, 1957. ‘This letter was written in Hong Kong. Wait 
a minute, there is another one—no, it is all one. 

This is dated December 16, 1957, from Ford to me, subject, weekly 
letter. 

This is dated December 18, 1957, from Ford to me, subject, new 
airport, Laos. 

Mr. Reppan. I think you have a received date up there on the right- 
hand side. 

Mr. McNamara. Well, it is hard to tell the date because it is 
punched here, but this is a letter from Mr. Ford to me, in which I 
acknowledged receipt of this letter on January 16, 1958, subject is 
status of contract and the letter is marked “confidential.” 

Mr. Harpy. Do you release that classification so the committee 
can use it? 

Mr. McNamara. Yes, sir. I don’t know why I put it on there, 
do you? 

This letter is dated 23d of December 1957. It is from Ford to 
me, subject is weekly letter. 

This is dated December 31, 1957, from Ford to me, subject, weekly 
letter. 

This is dated the 13th of January 1958, from Ford to me, subject, 
weekly letter. 

This letter is dated February 6, 1958, to me from L. J. Erler, re- 
garding the PIO/T last contract. 

This is dated 10th of February 1958, from Ford to me, subject, 
weekly letter. 

This letter is dated the 12th of February, addressed to Mr. Vinnell, 
from Mr. Brockmeyer at Okinawa, subject, “Repair program, Laos.” 
This is dated the 15th of February, 1958, from Ford to me, weekly 
letter. 

This is dated 28th of April 1598, from Ford to me, subject weekly 
letter. : 

This is dated May 12, 1958, from Ford to me. subject. weekly letter 

This is May 19, 1958, from Ford to me, subject weekly letter. 
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This is May 26, 1958, Ford to me, weekly letter. 

June 2, 1958, Ford to me, weekly letter. 

This is June 16, 1958 from Ford to me, weekly letter. 

This is June 23, 1958, Ford to me, weekly letter. 

July 7, 1958, from Ford to me, weekly letter. 

August 23, 1958, from Ford to me, weekly letter. 

September 5, 1958, from Ford to Mr. Vinnell, subject “Work pros 
pects, Laos.” ; 

This is dated Sept. 8, 1958, from Ford to me, weekly letter, 

November 10, 1958, letter from Ford to me, subject weekly letter 

This is dated November 14, 1958, from Ford to me, subject is con: 
sultation with Piland, November 13. 

This is dated November 17, 1958, from Ford to me, subje 
letter. It attaches some newspaper clippings. 

_ This is dated November 21, 1958, from Ford to me, and the subject 
is conference with Ministry of date. | 

This is dated December 1, 1958, Ford to me, subject is weekly letter 

This is dated December 6, 1958, from Ford to me, weekly letter. 

This is from me to Ford, about time, I guess. q 

Mr. Harpy. I don’t believe you were writing Mr. Ford very often 

Mr. McNamara. It shows up here. This is from me to Ford and the 
subject is “Laos Operations” and it is dated December 10, 1958, 

This is dated December 17, 1958, it is from Ford to me; and the 
subject is, “United States Operations Mission Laos.” | 

This is December 18, 1958, from Ford to me; subject, “Laos Op- 
erations.” 

This is December 29, 1958, from Ford to me; weekly letter. 

This is January 8, 1959, from Ford to me; subject, “Proposed Con- 
tract Amendment.” 

This is dated January 12, 1959, from Ford to me; weekly letter, 

This is dated January 19, 1959, from Ford to me; weekly letter, 

This is dated January 18, 1959, it is a report written by our vice 
president, Mr. A. Hodgson, while on visit to Laos. One is “Meeting 
with USOM/L Director, Daly C. Lavergne.” 

Now, the other one is dated the same day; it has no heading, but 
it is a report of a meeting with Mr. Piland, and that is also dated the 
18th. There are two of them there. 

This is a letter dated January 28, 1959, from Ford to me; the sub- 
ject is “Meeting with Director Daly C. Lavergne.” 

This letter is dated January 30, 1959, from Ford to me; the subject 
is “Conference with Director, USOM, of January 29, 1959.” 

Attached to that is a paper entitled “Road Program” and it is dated 
January 30, 1959. 

Mr. Reppan. Mr. Chairman, may we receive the documents just 
identified by Mr. McNamara so that we may include in the record 
such portions as may be pertinent to the matter of inquiry? 

Mr. Harpy. Without objection, they will be incorporated in the 
record by reference and a decision will be made later as to the specific 
ones which will be set forth in the record. We will also insert other 
documents concerning the relationship between General Murrow and 
Vinnell Co. at this point. 
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(The documents referred to follow :) 
SUBCOMMITTEE STAFF INVESTIGATIVE REPORT 
gubject: Summary of TCI-Vinnell relations. 
ALLEGATIONS 


In the fall of 1957, ICA end-use Investigator Haynes Miller reported to ICA 
security that Vinnell employees Deckle, syce, Jones, and Lee had told him that 
Lacey Murrow of TCI was receiving pay from Vinnell and that Vinnell, in 
December 1956, had terminated the arrangement when they learned that Murrow 
was being retained by Peabody of Universal. 


ICA INVESTIGATION 


On January 14, 1958, Inspector Kelly of ICA Security reported to ICA/Wash- 
ington that Messrs. Albert E. Jones, Warren A. Ford, Francis R. Byce, and 
Mack Lee of the Vinnell Co. all denied that they had made a statement to In- 
yestigator Miller that Murrow had been engaged by the Vinnell Co.; that 
Murrow was on the Vinnell Co. payroll or that Vinnell was paying Murrow to 
influence the mission in favor of the Vinnell Co. Ford, however, said that 
he had understood that TCI had been associated with Vinnell on a retainer basis 
at one time, explaining, however, that if he had made a statement to that effect 
he had intended no inference of fraud. In view of Ford’s statement, Inspector 
Kelly recommended to ICA Security in Washington that the appropriate persons 
in the Vinnell Co. be interviewed to determine the relationship between Vinnell 
and General Murrow. If the results of such interviews sustained the allegations, 
Inspector Kelly further recommended that General Murrow be interviewed to 
determine whether an actual conflict of interest existed during the pertinent 
period. ; : 

In accordance with Inspector Kelly’s recommendations, Art Crowl, assistant 
chief, inspections division, interviewed Arthur Hodgson, vice president of Vin- 
nell, in charge of the Washington office, on March 18, 1958. Hodgson was quoted 
as saying that he had no knowledge of retention of TCI by the Vinnell firm. 
Vinnell was interviewed by Crowl, by telephone, in California on May 9, 1958. 
In this conversation, Vinnell was quoted as saying he had retained TCI about 
a year and a half or 2 years before the Vinnell contract with ICA had been 
signed. (The contract was signed in November 1956.) The work Vinnell 
referred to was identified as having to do with railroads in South America and 
Egypt in 1954-55. He was quoted as saying definitely that Murrow was not on 
his payroll and had not been on his payroll at any time other than stated above. 

TCI principals were not interviewed by ICA Security in connection with this 
allegation. 

VINNELL-TCI CONTRACT WITH ICA 


On August 27, 1956, TCI entered into the initial contract with ICA for the 
purpose of conducting a reconnaissance survey of transportation requirements of 
the kingdom of Laos for a fee of $7,500. 

As of the date TCI signed this ICA contract, the Vinnell Co., in response to 
an ICA invitation, was preparing a bid for a road maintenance contract in 
Laos. During the subsequent contract negotiations, Vinnell entered into a 
letter agreement on November 21, 1956. The contract, for approximately $410,- 
000, was not signed until the following April 4, 1957. 

Under the terms of these contracts, it is established that both firms were 
under contract with ICA during the period beginning November 21, 1956, the 
date of the Vinnell letter agreement. 


EXAMINATION OF TCI CORPORATE RECORDS 


The books of account of TCI examined by the staff show that on August 20, 
1956, a week before the firm had signed the ICA contract, a $5,000 fee from Vin- 
nell was recorded. On December 4, 1956 (while both firms were under contract 
with ICA for Laos operations), the records show further the receipt of another 
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$1,500. According to the account books, these were the last of payments 
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Attention is directed to the lapse of 1% years between the receipt of $3.0 
on February 28, 1955, and the payment of $5,000 on August 20, 1956, indicating 
that no payment was received after February 1955 until a few days after To] 
was awarded the transportation survey contract in Laos by ICA. 

In a statement submitted to the staff on April 3, 1959, General Murrow stated 
that his firm had been retained by Vinnell uninterruptedly from February 3, 
1954, through August 2, 1955, when he terminated the association by letter 
(letter attached), on the grounds that both firms had been invited to propose 
and bid on a major highway project in Cambodia, and that a continuation of the 
association would be inappropriate because of the possibility that Vinnell might 
be considered to perform some of the construction work involved in the Te] 
contract. On October 1, 1955, when it was revealed that neither firm had been 
selected for the Cambodia project, the arrangement between TCI and Vinnell 
was resumed. In his statement of April 3, General Murrow stated that he 
again terminated the arrangement as of December 31, 1956, because of the pos. 
sibility that further engineering services might be required of his firm, and that 
Vinnell might wish to bid on the construction work involved. In an interview 
with the staff on April 8, 1959, General Murrow reiterated this statement ; namely, 
that he had terminated the retainer agreement with Vinnell as of the end of 
December 1956, and that he had billed Vinnell monthly through December 1956, 
However, it is General Murrow’s contention that the $1,500 payment on December 
4, 1956, was the only payment he received subsequent to the effective date of his 
contract, and represented a payment on the unpaid balance due on the Vinnell 
account for consulting services performed in 1955 and earlier in 1956. Ledger 
sheets submitted by Murrow show a current delinquent account receivable from 
Vinnell in the amount of $11,550. However, these records notwithstanding, 
General Murrow agrees that he considered the relationship binding until he 
terminated it at the end of December and that he had billed the Vinnell firm 
monthly, accordingly, through December. In his letter of April 6, 1959, General 
Murrow pointed out that the $5,000 payment on August 20, 1956, was prior to 
his contract with ICA in Laos and represented the unpaid balance due on this 
account for services performed in 1955 and 1956. He further stated in this 
letter that his firm never had a written contract or other formalized agreement 
concerning the retainer relationship with the Vinnell firm. In a staff interview 
on April 8, 1959, he said that all during the period of his association with 
Vinnell he had never performed any engineering services. 


EXAMINATION OF VINNELL RECORDS 


On behalf of the Vinnell Co., the firm’s Washington representative, Jeffrey 
Creyke, on April 8, 1959, submitted to the staff, a statement of account which 
he stated represented all book entries relating to the fees paid to TCI for con 
sulting purposes. The document reports that all the payments, irrespective of 
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the dates on which they were made, represented reimbursement for consulting 
services rendered during the period beginning February 1954, and ending August 
1 1965. As broken down, $3,000 was committed for February, March, and April 
1954, at $1,000 a month ; $12,000 for 8 months at $1,500 a month from May 
through December 1954; 4 months from January through April 1955 at $1,500 a 
month, totaling $6,000 ; and May through July 1955 for 3 months at $500 or $1,500 


ie of $12,000 was paid out to TCI in 1954. A $3,000 payment in Febru- 
ary 1955 was the only payment for the year 1955. Total payments of $6,500 
were made in 1956: $5,000 in July and $1,500 in November. On the basis of 
this statement, Vinnell still owes TCI $1,000. 

Vinnell’s statement of account does not agree with the statement submitted 
by TCI. The Vinnell statement does not include $5,023.07 TCI stated it received 
from Vinnell from July through December 1953 (General Murrow stated to the 
staff that this was a fee plus expenses for a particular oversea assignment for 
General Green, a former president of TCI). Vinnell shows 1954 payments at 
$12,000, and TCI shows them at $13,000 plus $979.60 for expenses. Otherwise 
the statements are in agreement. However, it is noted that whereas Vinnell 
purports that the commitments to TCI were limited to the period from February 
1954 through July 1955, statements in the TCI file show that TCI billed Vinnell 
at $500 each month from October 1, 1955, through January 3, 1957. 


EVIDENCE OF VINNELL-TCI ASSOCIATION DURING CONTRACT PERIOD 


General Murrow maintains that he had no official association with Vinnell 
during the period he was under contract with ICA, and that he had nothing 
to do with the road maintenance contract awarded by ICA to Vinnell in 1957, 
and the letter agreement issued thereto in November 1956. The following docu- 
ments give rise to a doubt of the accuracy of those statements. 

1. In the Vinnell correspondence file there appears a letter from ICA dated 
August 10, 1956, from W. B. Powell, Chief of the Commercial Branch on which 
there appears a handwritten note by Vinnell Vice President McNamara as 
follows: “Discussed w Hodgson this AM. This involves 11 people—mechanical 
consultants to receive new equip ete. Lacey Murrow has contract for study. 
Hodgson suggests a French speaking interpreter. FMcN.” 

29. A letter dated December 4, 1956, addressed to Mr. Mack Lee, Vinnell 
project head in Laos, signed by Perry O’Connor of the Vinnell company, which 
purports to be a letter of instruction to Mr. Lee upon his arrival in Bangkok. 
This letter includes the following paragraph: “Upon your arrival in Bangkok 
report to Mr. T. R. Hill USOM. Also a Mr. Murrow will contact you and 
assist you in every way possible.” 

8. Copy of a letter addressed to “Dear Perry” (O’Connor) signed by “the 
gang, Mack, Andy, and Howard.” The following sentence is included in this 
copy: “We have met Mr. Murrow who has been very helpful to us in every way.” 

4, A copy of a letter dated January 15, 1957, to McNamara from Perry 
O'Connor. The letter includes the following paragraph: “Again Lacy Mur- 
row—It is not quite clear to me as to what his position is, and what he is sup- 
posed to do for us. So far he has done nothing, and he could have given very 
valuable advice and assistance. He only talked once with our boys, and all 
he had to say was that the Vinnell people should not deal in black-market kip 
(local currency). However, it is well known to one and all that everyone, 
including Mr. Murrow, does deal in black-market kip.” 


FERRY RAMP PROJECT 


On March 14, 1957, TCI was awarded a contract to construct a ferry ramp 
and customshouse on the Mekong River in Laos. On April 2, 1957, a con- 
struction contract for the ramp was awarded to the Universal Construction 
Co. in the amount of $188,775. This bid was approximately $65,000 higher 
than the low bidder, the Pioneer Co. of Bangkok. The low bidder was dis- 
qualified on the recommendation of a TCI engineer, Norman McKay, acting in 
his capacity as consultant to the mission, on the basis that the low bidder did 
not have a practical source of rock supply. A month after the award of the 
contract to Universal, McKay, the TCI consultant who recommended the 
award, entered the employ of the Universal firm in a capacity as project man- 
ager on the construction contract. 
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In his letter to the staff dated April 6, 1959, General Murrow Stated 
he had not know of Mr. McKay’s participation in the ferry ramp bids that 
recently. In his letter of April 3, 1959, to the staff, General Murrow ahaen 
to the personal honesty and professional integrity of Mr. McKay ~ 
McKay’s work in Laos for TCI was completed, General Murrow said he = 
him to remain in the area in the hope that a suitable assignment could be 
developed. During this period he was considering employment as a Ss 
works officer for USOM/Cambodia and employment by the Universal on 
struction Co. He said he agreed to release McKay to accept whatever te 
ment was best for him and the thought of conflict of interest, he said. gia .., 
occur to him when McKay decided to accept employment with Universal 


TRANSPORTATION CONSULTANTS, INc, 
Washington, D.C., April 3 195 

Mr. WALTON Woops, » 1959, 

Washington, D.C. 


did not 


Dear Mr. Woops: In compliance with your recent verbal requests, the fol. | 


lowing information is submitted: 

1. Transportation Consultants, Inc., was retained by the Vinnell Co., of Al. 
hambra, Calif., on January 1, 1954. Large construction companies usually fol- 
low one of three courses in securing for themselves professional engineering 
services : ; 

(a) Very large firms such as Henry J. Kaiser, Morrison-Knudsen, and others 
have established and operate their own captive engineering organizations. _ 

(6) Other large construction contractors carefully avoid the establishmen 


and retention of engineering capabilities within their own firm and often retain | 


private engineers on a monthly or annual basis. 

(¢) Smaller construction firms usually secure required engineering service 
by hiring one or more engineers for short periods of time on an hourly or 
weekly basis. Ca: 

2. On August 1, 1955, I canceled the Vinnell Co. retainer, as evidenced by q 
letter signed by me under date of August 2, 1955, copy of which is attached, The 
reason for this suspension or cancellation was that this firm had been invite 
to submit a proposal to perform engineering services for ICA on a major high. 
way project in Cambodia. It was known to me that the Vinnell Co. plannej 
to submit a bid to perform the construction work. In the event that TCI ani 
the Vinnell Co. were selected to perform these services, an unacceptable situa. 
tion would develop if we were at the same time retained by the Vinnell 
Your own investigations and records of ICA reveal that neither TCI nor Vip. 
nell was selected on this project. The engineering work was given to Michael 
Baker and the construction work was awarded to Dougherty, of Chicago, In 
October of 1955, after the above decisions had been made, Mr. Vinnell requested 
that we continue to perform professional engineering services for his firm 
Consequently, as of the 1st of October 1955, we were again retained by the 
Vinnell Co. 

3. The effective date of our first ICA contract was August 27, 1956. Briefly, 
we were required under the terms of this contract to perform a reconnoissance 
survey and study of the transport situation in Laos. Your office has been fur- 
ished with a copy of this report. It should be clearly understood that under 
the terms of this contract we had no authority or responsibility for any con- 
struction work or for any equipment, irrespective of the source of supply or 
ownership. This firm and its representatives resident in Laos were not ina 
supervisory or advisory status to USOM or agencies of the Laos Government 
with respect to any construction or engineering services other than our own 
reconnaissance surveys and studies necessary to prepare the reconnaissance 
report. 

4. Toward the latter part of 1956, it appeared to us that this firm, along with 
others, might be considered to perform additional engineering services in the 
area and it seemed proper that the Vinnell Co. would wish to bid competitively 
on the construction work. Consequently, as of December 31, 1956, I canceled 
the Vinnell retainer and we have not been retained by the Vinnell Co. since that 
date. It should be pointed out that this firm had nothing to do with the s 
lection of the Vinnell Co. to furnish a group of mechanics in Laos for the purpos 
of maintaining equipment and we had no authority or responsibility in the 
matter. 
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5. On March 14, 1957, TCI was selected to design and supervise construction 
of a ferry ramp on the Mekong River at Thadeua near Vientiane. This work 
was completed on January 15, 1958. The final report on the Laos Reconnais- 
sance Survey was submitted to USOM, the Laos Government, and ICA on June 
9, 1957. TCI did not receive the contract for the highway supervisory serv- 
ices that were furnished to the Laos Government by ICA. This assignment 
was given to Rader of Miami. sm 

¢. TCI was never at any time retained by Universal Construction or any other 
firm operating in southeast Asia. W e have never received money, gifts, or 
favors from the Universal Construction Co. or any of its officers or employees. 
TCI has from time to time during the past 5 years been retained by several 
large organizations and private industries to perform professional engineering 
services. We have carefully avoided retention by more than one organization 
or company in the same line of work or industry. W e have declined retainers 
in order to avoid placing ourselves in an undesirable situation as between two 
clients who might be in conflict over the performance of contractual obligations 
or policies. ‘ ; - : om : 

7. Insofar as Edward T. McNamara is concerned, in his official capacity he 
treated this firm fairly but not with favoritism. I had not reason to suspect 
that there was any improper relationship between McNamara and the Universal 
Construction Co. Upon his return to the United States because of the illness 
of Mrs. McNamara, I gave him temporary employment at about half the amount 
per month that he had been receiving from ICA. He was unemployed at the 
time and told me that a partnership he had thought firmed through correspond- 
ence had not developed. TCI had no previous plan, commitment, or arrange- 
ments to employ him. His activities were primarily concerned in calling on 
prospective clients, exclusive of ICA, for the firm of Murrow, Mendenhall & 
Miller, which is an equal partnership between myself, Irvan F. Mendenhall of 
Los Angeles, and Earle V. Miller of Phoenix. This firm had done no foreign 
work and is presently engaged in designing primary highway projects in the 
continental United States. 

8. I have known Norman F. McKay for approximately 30 years. He held 
responsible positions in the Washington State Highway Department at the 
time that I served as district engineer, director, and chief engineer of that high- 
way department. I am certain of his personal honesty and professional in- 
tegrity. When McKay was sent to Laos by this firm on the reconnaissance 
survey, he was accompanied by his wife and her travel and expenses were paid 
personally by McKay because we did not have authority under this contract 
to pay for the travel of dependents. When the work in Laos to which he was 
assigned was completed we asked him to remain in the area in the hope that a 
suitable assignment could be developed. Shortly thereafter ICA/W asked 
us to inquire about his availability for temporary assignment as public works 
officer for USOM in Cambodia. In discussing this matter with him by phone, 
I then learned that he had had an offer of employment from Universal Con- 
struction Co. I thereupon agreed to release him to accept whatever assignment 
was best for him, since he and Mrs. McKay both wanted to stay in that area 
and we had no openings there. Being so thoroughly cognizant of both his capa- 
bilities and his integrity, the thought of conflict of interest did not occur to me 
when he decided to accept employment with Universal. It is my understanding 
that McKay has now returned to the United States because of a cardiac condi- 
tion suffered several months ago and I believe he can be reached at 1325 Hains, 
Richland, Wash. 

If you desire any further information from us on these matters, we will furnish 
it if it is possible for us to do so. 

Sincerely, 
LACEY V. Murrow, President. 


WASHINGTON, August 2, 1955. 
(Personal attention : Mr. A. S. Vinnell, Vinnell Co., Inc., Alhambra, Calif. ) 


_ Dear Mr. VINNELL: As of August 1, 1955, this firm came under active con- 
sideration to perform engineering, location, design, and supervision of construc- 
tion on a major project for an agency of the U.S. Government. It is our opinion 
that the Vinnell Co. may receive consideration by the same agency to perform 
the construction work involved. 

Under these circumstances it would be inappropriate for Transportation 
Consultants, Inc., to be retained by the Vinnell Co. during the period of con- 
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sideration. Likewise it would be unethical and improper for us to be retain 
by your company in the event that both firms were selected to perform thej 
respective services on the same project. This letter, therefore, will serve Noties 
of termination of our services to the Vinnell Co., Inc., as of August 1, 1955, 

At any time in the future when a conflict of interests does not preclude ¢; 
doing so, we will be very pleased to resume the performance of services to 0 
company under such terms and conditions as may be mutually equitable and 
agreeable. 

Sincerely yours, 


LACEY VY. Murrow, 


TRANSPORTATION CONSULTANTS, INg,, 
Washington, D.C., April 6 1959 

Mr. WALTON Woops, si 

Washington, D.C. 


Dear Mr. Woops: In furtherance of my letter to you of April 3, 1959 the 
following information is submitted to questions raised by yourself and Mr 
Reddan. ‘ 

1. The purpose of retaining TCI by the Vinnell Co. as stated to me by Mr 
Vinnell was to give his firm design and other engineering capabilities on an 
available basis. We agreed also to keep Mr. Vinnell informed of any oppor. 
tunities with which we were acquainted whereby he could bid competitively 
for construction work here in the United States or abroad. I introduced Mr 
Vinnell to responsible officers in various Government agencies handling con. 
struction work, all of whom I had known for a considerable number of years, 
Prior to making these introductions and as suggested by Mr. Vinnell, I made 
trips to Los Angeles to become acquainted with the activities of the Vinng ' 
Co., meet key personnel, and to gain some knowledge of the financial and other | 
resources of the firm. I was also informed of the amounts and types of owned 
equipment and was given a list of projects undertaken and accomplished by 
the firm, both domestic and overseas, and was furnished with detailed informa. 
tion on a subsidiary organization operating in Mexico. 

At the time of our retention by Mr. Vinnell he was interested in bidding work 
in Central and South America. It is quite common practice in a number of theg 
countries to let contracts to one firm requiring the performance of both engineer. 
ing and construction. It was hoped that we could provide the engineering cap 
abilities under these circumstances. However, no such project developed during 
the time of our retention. During the period, and I believe it was in the year 1954, 
one of our principals made a trip to Korea to assist the Vinnell Co. in analyzing 
a project on which they proposed to submit a competitive bid. At no time did 
Mr. Vinnell request that we assist in handling a negotiated contract. Also he did 
not request that we perform any services contrary to the established ethies of 
the engineering profession. During the period of our retention we did not accept 
employment or perform services for any other construction firm, although other 
retainers were offered to us. Mr. Vinnell set the amount of the monthly retainer, 
which we considered to be a generous amount for the services that we were able 
to render. It is my recollection that Mr. Vinnell opened his own office in the 
Cafritz Building here in Washington in 1955; subsequently his own staff was able 
to furnish him with current information on projects that were coming up for 
bids and demands on our time were correspondingly reduced. 

We did not participate in any way in negotiating or securing for the Vinnell 
Co. the contract that they received from ICA to furnish a group of mechanics 
for Laos. This office never saw a copy of that contract and we are not familiar 
with any of the terms and conditions under which the Vinnell Co. undertook this 
work. Whenever it was necessary for me to leave this office for any extended 
period of time, particularly on trips outside the United States, I notified Mr. 
Vinnell of my planned itinerary. Knowing that I was in Vientiane on work for 
this firm, he had his personnel contact me, and I gave them such advice as was 
possible under the circumstances. It must be remembered that Laos is a very 
remote area and the matter of living accommodations, customs of the country, 
and other general information is necessary and important to any new group of 
arrivals. I had no authority from Mr. Vinnell or anyone in his firm to direct of 
supervise the operation and I never at anytime attempted to do so. Such a& 
sistance as I was able to offer would have been given to any group of Americais 
arriving in Vientiane at that time. 
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9, Our records do not indicate that a letter of intent on our contract in Laos 
wis ever issued. The signature on the contract bears the date of August 27, 

3 “My wife, Margaret L. Murrow, has never been in Thailand. However, I hope 
at some time in the future it may be possible for her to accompany me to that 
area. ; 7 
4, The dates and amounts of payments received by us from the Vinnell Co. 
are taken from books of record as indicated below: 


Amount 

1954—Feb. ida set abtammiciines nam meen si es cs lanai a sala i Seo Rc Si eicisowes anise ne 
icone ies emiaeen cine oe wien etic oreeian teams ee 
OS nei sich eaataicmaees ie acta rie ke ae 

face erik ses ath le Sa ae SS 
galy 27--.-- Sacatraatasoare eee eles Pee hy 

|, as _— venihigbaledan a nents Oe 
RE tees ae eas nena. ee ee TE Ta 
ee. t “ aSea haan ee ys St : = "3.000 
Subtotal_ cal 7 aaah sistance tis catia duit tet dia Goo 
19%55—Feb. 28--------- ee aa oen ap crensiat mst Sh alin adap ebook atod are 3, 000 
196—Aug. 20-.------~~-- elvan Gas onagcapeieniorasibaaas ict aapcligt i taeastiaes ai goon eae _~ 5,000 
al ES kellie Sipttsiaana es asa oo > Se ee 


Note.—It will be noted that the last payment received by us from the Vinnell 
Co. was on August 20, 1956, which was prior to commencement of our recon- 
paissance survey in Laos. Furthermore, this last payment of $5,000 represented 
the unpaid balance due on this account for consulting services performed in 
1955 and 1956. 

5. I did not know of the existence of a letter signed by Norman F. McKay 
with respect to the ferry ramp bids until quite recently. My recommendation 
to ICA here was that the bids be hand carried from Vientiane to the Contract 
Division of ICA for final decision and disposition. It was my understanding 
that only the Contract Division was authorized to make a decision on matters 
of this kind. It should be remembered that we were doing everything possible 
to expedite work on this project in order to stay ahead of the rising waters of 
the Mekong River. Unless this could be accomplished, ICA could have been 
placed in the embarrassing position of having a completed ramp on the Thai side 
of the river, new ferry equipment on the river, and no place to land the ferry 
on the Laos side. It is my belief that the final decision on the awarded contract 
for the ferry ramp was determined on the basis of cabled instructions from 
ICA Washington. I am not familiar with the details of this matter and may 
possibly be in error. In making these statements I am not attempting to relieve 
this firm or its representatives from any responsibility which we may have 
incurred in the matter. It is quite an accepted practice for the client, or his 
representative, to ask the opinion of the engineer concerning the award of 
contract. However, the engineer in such cases does not have the authority to 
make awards unless such authority is specifically granted to him by the client. 

6. This firm had no written contract or other formalized agreement concern- 
ing a retainer from Mr. Vinnell. These matters were handled in conference 
with Mr, Vinnell or his authorized representative. The same circumstances 
prevailed with respect to the second cancellation of the retainer. To the best 
of my knowledge, I initiated the proposal to terminate this arrangement. At 
no time during the period, including suspensions or cancellation of the retainer, 
did Mr. Vinnell or his representatives indicate dissatisfaction with our services 
and insofar as we are concerned, we continue to have friendly relations and 
maintain a high regard for the Vinnell Co. Since the termination of our 
retainer we have on several occasions advised the Vinnell Co. of possible oppor- 
tunities to bid on construction work. It has always been our policy on any 
construction project where this firm had responsibility or authority to encour- 
age as Many American contractors as possible to submit bids in order that the 
client might have advantage of full competitive bidding. 

It is hoped that the above statements are in sufficient detail for your purposes. 

Sincerely, 
LAceEY V. Murrow, President. 
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(After the April 6 letter was received, the subcommittee 
. ‘ ° . . ‘ 
pointed out to General Murrow that his figures covering receip 


Staff 


; : ve ; ts 9 
fees from the Vinnell Co. were in error and he revised paragraph 4 


of his letter as follows:) 


4. The dates and amount of payments received by us from the 


Vinne] 
are taken from books of record as indicated below: 1 Oo 


Amount received 











D 
ate |_| Annual totay 
Fee | Expenses 
Ses pas - nwt 
1953—July—August__ $100. 00 
September... BA 3 . 4, 000. 00 50.77| °° "= . 
December... ......- : | 472.50 |) 
case _ feat weasel 
Total.__........ ec diate eae ee he 4, 100. 00 923. 27 | Ssoma 
7 | til eae 
1954—Feb. 3__- soeeudot weasels: 1, 000. 00 | 197.09 |... - e 
Mar. 16. solacanad : 1, 000.00 | 137.00 |____ : 
Apr. 7... 1, 000. 00 168.00 |__ 
June 2_- - 2’ 500. 00 | 191. 60 | ee 
July 27.. 1, 500. 00 | 163.80 |... 
Aug. 9_- ‘ | 1, 500. 00 1. 
a es 1, 500. 00 131.80 |... 
pee t.... an satay diehadken sane ae onic | 3, 000. 00 | Ly F 
Lacie e $e 
PRA cxcacechagshecceccauhoanadaudubunke eee 2 | 13, 000. 00 979. 60 | 13, 970.6) 
|= >= = =| ———_—_—_—_——— 
1955—Feb. 28.........-.-- vince shee ap | 3,000. 00 | 3, 000.09 
te rere raed = ae 5, 000. 00 | abe ; 
ee en ee : 1, 500. 00 | 6, 500. 00 
Ne Nee ldkab a aebbaidlin dikes - | | 28, 502.87 
— = hinnbaiibhenndcbait — acini aan 





Note.—It is pointed out that only one payment was received by us from 
Vinnell Co. subsequent to the effective date of our contract to perform the 
reconnaissance survey in Laos. That payment was received on December 4 


1956, in the amount of $1,500 and represented a portion of the unpaid balance 
due on this account for consulting services performed in 1955-56. 

Mr. Reppan. Mr. McNamara, do you know Gen. Lacy Murrow? 

Mr. McNamara. Yes, sir; I do. 

Mr. Reppan. How long have you known him? 

Mr. McNamara. I have known General Murrow since about 1952, 

Mr. Reppan. Has he ever been employed by the Vinnell Co.? 

Mr. McNamara. He was retained as a consultant by Vinnell until 
the latter part of 1954. 

Mr. Reppan. When did he become employed by Vinnell ? 

Mr. McNamara. I think it was the latter part of 1952 into 1953. 
It might have been the first part of 1953 or the latter part of 1952 
no, wait a minute, it had to be about the middle of 1953, and then it 
ended in the latter part of 1954. 

Mr. Reppan. Was he on an annual retainer or monthly retainer! 

Mr. McNamara. Ona monthly retainer as consulting engineer. 

Mr. Reppan. Was General Murrow himself employed or was a firm 
of his employed ? 

In other words, was this a personal contract ? 

Mr. McNamara. No, I am reasonably certain that the payment of 
the monthly retainer was to the Transportation Consultants, I think 
that isthe name of his firm. 

Mr. Reppan. At that time, was Transportation Consultants per- 
forming any work in Laos, do you know ? 
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Mr. McNamara. No, as a matter of fact, and I would like to put 
this on the record, we ceased our association when he came to us and 
told us that he was out looking for public work, and that he thought 
that it would be embarrassing to both of us, because we might be 
joking for the same type of work that he was employed by the Gov- 
ernment on, so that is why we ceased our association with him. 

Mr. Harpy. I wonder if I can understand the period of time that 
jsinvolved here. 

Was this person employed as a consultant any time during the time 
you had the contract with Laos? 

“Mr. McNamara. No, Sir; his employment terminated the latter part 
of 1954. Our agreement with ICA was in 1956. He was not employed 
afterthe date in 1954. 

Mr. Harpy. But the agreement was terminated to avoid any pos- 
sibility of conflict of interests ? 

Mr. McNamara. That is right, sir. 

Mr, Reppan. Mr. Ford, did you ever meet Mr. Lacy Murrow in the 
Erwan Hotel in Bangkok ? ‘ 

Mr. Forp. No, sir; I did not. 

Mr. Reppan. Mr. McNamara, did you ever receive a letter or report 
from any of the Vinnell employees relating to a meeting in the Erwan 
Hotel in Bangkok with Mr. Lacy Murrow ? ; 

Mr. McNamara. No, I don’t recall a report. I think General Mur- 
row was in Laos when Mr. O’Connor was there. I know he was there 
in December, when Mr. Vinnell was there, because Mr. Vinnell met 
him. 

Mr. Reppan. This is in Bangkok, not in Laos. 

Mr. McNamara. It seems to me—no, I can’t be sure. I know O’Con- 
nor met him, whether he met him in Bangkok or Laos, I can’t say. 

Mr. Reppan. Do you recall the substance of that letter, Mr. Mc- 
Namara ? 

Mr. McNamara. I didn’t get any letter, it was a conversation. 

Mr. Reppan. I have reference to a written letter in the files of the 
company, I believe it was addressed to you, and reported a meeting 
of a Vinnell employee in the Erwan Hotel with General Murrow? 

Mr. McNamara. I don’t recall that letter. If you showed it to me, 
I would probabiy remember it. 

Mr. Reppan. I have been searching for it. It was in the file last 
night, I haven’t located it this morning. 

Mr. McNamara. I don’t recall. Iam sure I met him in Laos. 

Mr. CreyKe. Do you have our 1—A file? 

Mr. Reppan. I just culled the files for this, the other files are in our 
office. 

Mr. Creyke. Our file is 1—A. 

Mr. Harpy. Mr. Ford, you don’t know how long you are going to be 
inthis country ? 

Mr. Forp. No, sir; that is depending on orders I receive. 

Mr, Harpy. Well, your headquarters while you are in the States are 
out in California ? 

Mr. Forp. Out in California. 

Mr. Harpy. I think we are going to have to study these documents 
further before we can very well proceed, and I didn’t want to hold 
you gentlemen up any more than we had to. 
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Now, at the moment, I can’t see any requirement for any of yo, 
unless it is for Mr. Ford, who has been out in Laos, but I hate to keep 


him hanging around, unless he needs a little vacation anyhow, 

Mr. Forp. He can put me to work wherever I am. 

Mr. Harpy. We are going to recess these hearings in a few minutes 
and we won’t be back together until after the Easter recess because | 
won't be able to get a quorum, but if you can conveniently do go, | 
would like for you to be available after we get back, if the examing. 
tion of these records indicates that we need you. 

Thank you very much, gentlemen. 

Just before the subcommittee convened this afternoon, Mr. Grant 
called attention to the cablegrams in which the Mission requested gp 
extension of the Universal contract and ICA/Washington approved 
the extension. We will insert paraphrases of those cables at this 
point in the record. ; 

(The paraphrases of the cables follow :) 


PARAPHRASE 
MESSAGE A 


Vientiane message to ICA/W of June 30, 1958, regarding the road program 

1. We are not yet recipients of the information sought in the sixth paragraph 
of our earlier message on this subject. On June 28 both a project proposal and 
approval and project agreement were concluded on the basis of clear agreement 
that without specific sanction from ICA/Washington no further sums Would be 
allocated to the Universal Construction Co. following termination of the agree 
ment with this company on June 15, 1958. 

An outline of the present state of affairs and the attitude of the Lao Govern. 
ment is outlined below. 

A. In May the Lao Cabinet was advised by the Public Works Minister that 
the current agreement with the UCC should not be prolonged. He also asked 
for USOM help in drafting a. thorough and fair agreement, embodying all of the 
usual ICA provisions safeguarding the parties to the contract and providing for 
cooperative Lao Government and ICA supervision of the agreement. The Min- 
ister intends to confer with UCC to come to terms on a new agreement. Con. 
sequently work carried out by the UCC ceased on June 15 with the exception 
of certain work of an urgent nature which the UCC offered to do gratis until 
the 5th of July. 

B. A commission has been established by the Lao Government headed by the 
Minister for Planning and including representatives of the Ministry of Public 
Works and of the Finance Ministry and Rader and Vinnell advisers, as well as 
an observer representing USOM, to inspect equipment and to determine the 
accountability of the UCC for its condition. Written assurance has been given 
by the UCC that it will make good such damage as can be determined to be due 
to failure by its employees to take the care that the circumstances demanded. 

C. The Prime Minister is quoted by the Minister of Public Works, who shares 
his attitude, as being content with the results achieved by the UCC in again 
opening the Pakse-Vientiane-Luang Prabang Highway No. 13 and Highway No.7 
from the 13th junction to Xieng Khouang. Affirmed opinion that highway work 
to now has been the factor resulting in the largest political effect on the Lao 
and providing prestige for the American assistance effort. 

For example, a favorable attitude was demonstrated when, following reopen 
ing of certain routes to all-weather traffic, the price of salt in the environs of 
Vientiane fell from 23 to 5 kip. 

D. The Public Works Minister believes that the Lao are convinced of the 
falsity of “colonialist” charges leveled at U.S. assistance and that the use of 
foremen and operators from third countries under the supervision of a limited 
number of American personnel, plus the unexpected mileage of roads reopened 
in the past 2 years as contrasted with usual Lao achievements under French 
guidance, has helped convince them of the falseness of these charges. Simultane 
ously he granted that the Lao Public Works Ministry could not adequately press 
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ard with road eonstruction if third-country nationals were assigned directly 
the Ministry since it lacks the supervisory personnel. ; 

B. The USOM fiscal year 1958 program provides for further construction of 
roads to be financed with local currency, with a view to provide dry season 
minimum standard communications between Luang Prabang and Nam Tha 
and Phong Saly and Xieng Khouang to Sam Neua, which are all eapitals in 
the vital northern provinces. In view of the forthcoming elections, the Lao 
Government believes these roads to be of preeminent political significance 
and that the security and economic advantages are self-evident. 


Message A—Part IT; June 30, 1959 


F. The position of the Lao Government with reference to the UCC agreement 
seems to be to place little emphasis on financial and administrative shortcomings 
gince (1) the UCC was deemed to have a good reputation on the basis of the 
recommendation of USOM and direct U.S. agreements with companies ; (2) 
the assistance provided by USOM in the drafting of the contract ; (3) the inade- 
quacy of arrangements made by USOM and the Lao Government in respect of 
maintenance of equipment ; (4) the delays incurred by U SOM in concluding 
an agreement with the Vinnell Co.; (5) the rigidity of the first contracts with 
Vinnell and Rader. 

G. The Lao Government has indicated its contentment with the work now 
peing carried out by Rader and Vinneli within the framework of the summary 
agreement of March 15 (forwarded March 28) and is pressing for conclusion of 
the amendment to the Vinnell contract so that repair of equipment and spare 
parts will be hastened. : = 

H. The USOM is requested by the Public Works Minister to ask ICA/W to 
examine the possibility of sanctioning before the 5th of July the continued use of 
the UCC within the framework of a fitting and just contract so as to avoid a 
halt in construction considering the limited time available for such construction 
before the forthcoming elections. On July 5th the Lao Cabinet is scheduled 
to review this matter. This is the date when the highway construction of an 
emergency nature being carried out gratis by the UCC terminates. The Lao 
Government has noted that the sudden termination of the contract with UCC 
would entail the repatriation of all operators of Okinawan origin in accord- 
ance with the Okinawa-UCC labor agreement and would cause all work to cease 
for one quarter or a semester during which time negotiations would take place 
for the services of a new contractor. In addition American prestige would 
suffer a severe check at most important time(s). 

2. With reference to paragraph 6A of our earlier message. It is noted that 
the Vinnell contract modification proposed makes use of all personnel under this 
contract in the highly important responsibilities of management of machinery 
and its repair and in training and inspection, thus cutting out their utilization 
pro tempore in construction even if an adequate number of operators for the 
equipment were on hand. 

3. The Embassy and USOM urge that ICA/W review the possibility of agree- 
ing to have the Lao Government discuss a new 6-month contract with the UCC, 
with the proviso that both the Lao Government and the UCC agree that if the 
inquiry to be conducted by Burns concludes that the UCC is ineligible for ex- 
tended work, in accordance with the ICA regulation 35 governing the conclusion 
of contracts, that the agreement with UCC will be terminated with 90 days’ 
notice. This course would give the Lao Government time to locate other con- 
tractors to do the job. It is to be desired that USOM and the Lao Government 
commence construction of certain particular segments of the accepted highway 
program besides those mentioned in paragraph 1-E and that further contractors 
be forthwith invited to compete for a share of this work. 

4. It is most important that ICA/W wire its conclusions or an indication of 


the date when it may make a determination so that the Lao Government may 
be informed by the 5th of July. 


LOREN. 
MESSAGE B 


IOA message to Vientiane of July 3, 1958, regarding the highway program 
Reference: Message A 


The Proposal for a semester’s agreement with the Universal Co. is approved 
with the proviso that the agreement include a 1-month termination clause 
rather than 3 montis and that provision be made for reimbursement in kip. 

41067—59 32 
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duties of the possible broadened agreement with the Vinnell Co. 


It is understood that the agreement will in no way duplicate the tasks and | 


Mr. Harpy. Now, I want to call attention also to an AP dispate 
which was sent in to me, dateline Bangkok. I will read the dispatch, 
An American businessman today denied testimony in Washington that he gay 
gifts to Edward T. McNamara of Tampa, Fla., a former U.S. official in Laos , 
“He [McNamara] bought shares from me. Anybody can do that. By it 
certainly was not a gift from me. I got paid,” said Willis H. Bird of the Uni- 
versal Construction Co., which built roads for the Laos Government. 
Bird is now president of the American Chamber of Commerce in Thailang, 
His partner, Gerald A, Peabody, also named in Washington testimony yes. 


terday as having lent money to McNamara without repayment, was not avail. 
able for comment. 

McNamara, a former public works officer with the ICA in Laos, told the House | 
Government Operations Subcommittee he received gifts of $25,000 worth of gin | 
line tickets, shares, and cash from Universal. 

Bird said McNamara bought airline tickets from one of his companies jg | 
Bangkok, but he always got paid. “I do not know of any contract we got directly 
due to McNamara. I do not think he was a very important person.” 


opportunity to come back to this country and to testify under oath as 
to their part in the matters which have been brought out before today’s 
hearing. ] 

There have been serious accusations of criminal wrongdoing made, 
and if they are not guilty, I would certainly want to afford them 
an opportunity to express themselves in that vein. 

But I would suggest that ICA has an interest in this matter also, 
Mr. Grant, and I would think the Department of State also has an 
interest, and if the State Department has a representative present, I 
might suggest to him that if he hasn’t already done so, he relay to 
the Department of State, the Secretary’s office, the information 
concerning the matter which has been here developed. 

I am a little bit surprised, in the light of what was developed yes- 
terday, that nobody from the Secretary of State has evidenced any 


' 
I would think that these gentlemen might avail themselves of ap | 


interest in this matter as of this moment. 


Mr. Grant. Mr. Chairman, speaking in response to the comment 
which you made, the facts which have been disclosed at the hearing 
yesterday and today are, of course, under review by ICA for the pur- 
pose of determining what proper action should be taken. 

Mr. Harpy. Thank you, Mr. Grant. 

The committee stands adjourned, to reconvene at the call of the 
Chair. 

(Whereupon, at 3:45 p.m., the subcommittee was adjourned, to re- 
convene at the call of the Chair.) 
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MONDAY, APRIL 13, 1959 


Hovss or REPRESENTATIVES, 
SUBCOMMITTEE ON ForeIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


Washington, D.C. 


The subcommittee met at 2:10 p.m., at the George Washington Inn, 
Hon. Porter Hardy, Jr. (chairman of the sube ‘ommittee), presiding. 

Members present : Porter Hardy, Jr., John S. Monagan, and George 
Meader. 

Also present: John T. M. Reddan, oa counsel; Richard P. Bray, 
Jr, counsel; Miles Q. Romney, counsel; Walton Woods, staff investi- 
gator; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the committee come to order. 

Let the record show the presence of Mr. Monagan and myself con- 
situting a quorum under the subcommittee rules. This is a contin- 
uation of hearings which were begun some little while ago. 

During the past month this subcommittee has had a number of 
hearings—-some have been executive and some have been public—in 
connection with the foreign aid program in the southeast Asian king- 
dom of Laos. 

The series of hearings held just prior to the congressional Easter 
recess developed ev idence of improper activity on the part of a former 
USOM official in Laos. 

Edward T. McNamara, former Public Works Officer in Laos, ad- 
mitted that while in the employ of the U.S. Government he 
had accepted thousands of dollars in stocks, money, and gifts from 
officers and employees of the Universal Construction Co. From other 
testimony and documentary evidence, it appears that this company 
received ‘preferential treatment in its dealings with the USOM on 
matters coming within McNamara’s jur isdiction. 

One of the transactions developed by the subcommittee dealt 
with McNamara’s fictitious sale of his automobile to C. T. Rus- 
sell of Universal Construction Co. McNamara testified that short- 
ly after he arrived in Laos he agreed to sell his car, sight unseen, to 
Russell for $4,460 and received as downpayment a chec k from Russell 
in the amount of $2,230. McNamara further testified that the sale 

was Never completed and that, in fact, he later sold the car to another 
person. He also stated under oath that he did not return the $2,230 
he had received from Russell; that the arrangement was agreeable to 
Russell; and that he was told by another officer of U niversal. Gerald 
Peabody, that Universal had reimbursed Russell for the amount. in- 
volved and that, therefore, he, McNamara, could forget about 
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repayment. The $2,230 check which Russell gave McNamara yy 
deposited in McNamara’s personal bank account on October 18 1956 

We now have information that this identical amount was deposit 
to Russell’s account in the Bank of America at San Mateo, ¢ if 
on October 23, 1956. iy 

I hold in my hand a letter from the Bank of America, dated 4 il 
9, 1959, enclosing certain information submitted by the bank . 
suant to a subpena of this subcommittee. Such portions of thse 
terial as may be pertinent to our inquiry will be included in the py. 
ord at this point. However, I would like to read one enclosure which 
will show how the reimbursement of Russell was handled by Univers 
Construction Co. This is a teletype from the Bank of America jp 
San Francisco to the Bank of America in New York, under date of 
April 8,1959. It reads in part as follows: 


These funds emanated from the account of Universal Construction Co,, Bang 
kok, at International Banking Office San Francisco on cable instructions of Oe. 
tober 23, 1956, from Bank of America Bangkok, reading as follows: “Charge a 
count Universal Construction Co., Bangkok, Thailand, $2,230. Pay by wire to 
Branch 116 for account of C. T. Russell.” International Banking Office informs 
me Willis Bird is listed as managing director of this firm. 


From this it can be seen that concurrently with the transaction be- 
tween Russell and McNamara, or immediately thereafter, Russel] Was 
reimbursed by Universal. 

3ANK OF AMERICA, 
New York, April 9, 1959. 
Mr. WALTON Woops, 
International Operations Subcommittee, Committee on Government Operations, 
House Office Building, Washington, D.C, 

DEAR Mr. Woops: In response to your subpena issued on April 7, 1959, e. 
closed are copies of four wired messages exchanged between Mr. C. C. Adams, 
manager of International Services, Bank of America N.T. & S.A., and this office. 

For your information “Branch 116” is the Burlingame Branch of Bank of 
America N.T. & 8.A., located at Burlingame Avenue and Park Road in Burlip- 
game, Calif. Mr. L. F. Colagiovanni is the manager of that branch. 

The International Banking Office referred to in the communication §20 is lo. 
cated at 453 Montgomery Street, San Francisco 4, Calif. Mr. T. L. Blake is 
inanager of that office. 

Very truly yours, 
A. L. Epiger, 
District Operations Officer. 
Enclosures. 


APRIL 7, 1959. 
To C: C. Adams, Manager, International Services, San Francisco: 

Foreign Operations Subcommittee, House of Representatives, requests source 
of funds deposited Burlingame branch on about October 25, 1958, in amount of 
$2,230 to account of C. T. Russell. Duplicate deposit slip shows FX171 as 
contra. Funds possibly were sent by Willis Bird in Bangkok. Please have 
someone make a search to see if you have any record of this and advise by wire. 

Regards. 

EDIGER. 


SAN FrANcIsco, CALIF., April 7, 1959, 
A. L. EDIGER, 
New York, N.Y.: 
Refer your N21 today’s date. Please confirm October 25, 1958, as approximate 
deposit date as Burlingame branch informs me they have no record of such 
a deposit to either his commercial or savings account around that date. Do you 
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e any idea bank in Bangkok effecting the remittance. Our search here can- 


on b6 too effective unless you can provide information on points indicated 
above. 
egards. C. C. ADAMS. 
APRIL 7, 1959. 
¢. C, ADAMS, 


international Services, 
gan Francisco, Caliy.: 

Further our wire deposit date Burlingame should be October 25, 1956. We 
have no indication which bank in Bangkok may be effecting remittance. Sug- 
gest you contact Burlingame. Possibly transfer was direct and entries were 
originated by Burlingame. 

Thanks. 

EDIGER. 
SAN Francisco, April 7, 1959. 
A. L. EDIGER, — 
Bank of America, 
New York, N.Y: 

Refer your N21 and N97 of today. These funds emanated from the account 
of Universal Construction Co., Bangkok, at International Banking Office, San 
Francisco, on cable instructions of October 23, 1956, from Bank of America, 
Bangkok, reading as follows: 

“Charge account Universal Construction Co., Bangkok, Thailand, $2,230. Pay 
by wire to branch 116 for account of C. T. Russell.” International Banking 
Office informs me Willis Bird is listed as managing director of this firm. Hope 
this will provide the information needed. 

Regards. 

BANK OF AMERICA, NTSA, 
C. C. ADAMS. 


Mr. Harpy. This afternoon we will continue to examine certain 
operations of the USOM in Laos and will consider possible impro- 
priety on the part of other ICA employees. We will examine into 
the purchase of tugs and barges by ICA for the purpose of ferrying 
goods across the Mekong River from Thailand to Laos. For this 
purpose, we have several witnesses from the Washington office of ICA. 

Mr. Reddan, I suggest that all of the witnesses that you intend to 
call this afternoon who have not been sworn be sworn together in 
order to expedite the hearing. 

Colonel Syran, will you come up, and Mr. Kessler? I don’t believe 
you have been sworn. 

Isthere anybody else ? 

Mr. Keating, you have previously been sworn ? 

Mr. Keatine. Yes, sir. 

(Thereupon, Arthur G. Syran and Julius Kessler were duly sworn 
as witnesses by the chairman.) 

Mr. Harpy. Colonel Syran, have a seat, please. 


TESTIMONY OF ARTHUR G. SYRAN, DIRECTOR, OFFICE OF TRANS: 
PORTATION, INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Reppan. Colonel, will you give the reporter your full name 
and address ? 


Mr. Syran. Arthur G. Syran—S-y-r-a-n—3810 Grammercy Street 
TYLT . ‘ F a : 
NW., Washington, D.C. 

Mr. Repvan. What is your position with ICA ? 
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Mr. Syran. I am the Director of the Office of Transportation 
Mr. Reppan. Will you give the committee the benefit of brieg 
statement as to your educational background and experience? 


Mr. Syran. I graduated from Fordham University School of Law, | 


1926, LL.B.; postgraduate work, 1927; admitted to the bar 1998. 
practiced law through 1941, specializing in admiralty and trans orta, 
tion, trial and appellate work. I enlisted as a private, Reserve JOrps 
1922, advanced through all grades to colonel, 1944, Chief of Ocean 
Traftic, U.S. Army. 

Assistant to the Chairman, Maritime Commission ; Chief of (iyi) 
Water Transportation, General Headquarters, Japan; executive gs. 
sistant, National Federation of American Shipping; and now the 
Director of Transportation. 

Mr. Harpy. You have had a pretty wide experience in the field of 
transportation, Colonel. 

Mr. Syran. Yes, sir. 

Mr. Harpy. Thank you very much. 

Mr. Syran. Thank you, sir. 

Mr. Reppan. What is the relationship between your office and arey 
transportation officers in the field ? 

Mr. Syran. We give them technical backstopping because they 
cover more than one area, more than one country. ; 
Mr. Reppan. What date did you take over these duties in ICA? 

Mr. Syran. 1948. 

Mr. Reppan. In connection with your official duties in ICA, did you 
become familiar with a program known as Operation Mekong? ~ 

Mr. Syran. Yes. 

Mr. Reppan. Can you briefly describe for the committee what this 
operation covers? 

Mr. Syran. In general, goods transiting Thailand, going up into 
Laos, which was a new way of getting goods after the three individual 
countries became autonomous. Goods were not moving through prop- 
erly. It is a generous word to say “properly.” Goods would remain 
in Thailand a long time, they weren’t moving rapidly enough; they 
would get onto the rail cars, sometimes there would be cars, sometimes 
there wouldn’t be any cars. They would arrive at Nongkhai which 
was then several miles from the Mekong. They would remain in the 
open. A good deal of personal negotiation would have to go on to 
get them across the river through these junks. 

Mr. Harpy. During that period of time there was a considerable 
amount of pilferage, was there not ? 

Mr. Syran. That is the whole thing, excessive raids, pilferage, 
handouts, all sorts of things. And the idea was to see if we couldn't 
develop a transit. 

Mr. Reppan. This was the main importation center for Laos, was 
it not? 

Mr. Syran. At that time, yes. It was a new avenue. It was no 
longer through Saigon and the Mekong, or going across or through 
northern Indochina. This was the new way. 

Mr. Reppan. And you no longer go through Hanoi ? 

Mr. Syran. That is right. The idea was if we could get goods that 
came into Bangkok for Laos, to get some static, reasonable rae 
a through bill of lading, get a customs house established on both sides 
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so that goods could transit from port directly into Laos with proper 
documentation, reduce pilferage, expedite its movement. There was a 
ood deal of question of management and honesty and sincerity of 
the people who were operating this. We were finally successful in 
etting the goods to transiting with a through bill of lading. 

Mr. Reppan. There came a time when you entered into a program 
agreement with Laos on this? ; 

“Mr. Syran. We knew of it. I didn’t. I mean we knew of it. 
Mr. Reppan. Do you know the date of that? 

Mr. Syran. No, sir, I do not. 

Mr. Reppan. I have before me here a 
Mr. Syran. That is my file, I think. 
Mr. Reppan. This is your file. Will it help you in your testimony ? 
Mr. Syran. Yes. 

(The file was handed to the witness. ) 

Mr. Syran. I think it was around 1954-55. The original program 
agreement with Laos was entered into sometime in 1954. 

Mr. Reppan. And were funds obligated under that program agree- 
ment ? 

Mr. Syran. They were; yes. 

Mr. Reppan. And project implementation orders issued ? 

Mr. Syran. Yes; they were. 

Mr. Reppan. Was any work ever performed ? 

Mr. Syran. Well, specifically are you referring to the ferries? 

Mr. Reppan. Yes, sir; I am referring specifically to the ferries. 

Mr. Syran. Yes: the ferries were constructed and delivered some- 
time in 1957 and were in operation the latter part of 1957. 

Mr. Reppan. Were they fabricated and delivered under the orig- 
inal PIO/C ? 

Mr. Syran. PIO/C? No; they were not under the original, if you 
refer to the original which was issued in 1954, I believe, and canceled 
out sometime in June 1956. 

Mr. Reppan. Do you know why nothing was done under that? 

Mr. Syran. My understanding was that no specifications had been 
made of sufficient accuracy to make it possible for anyone to bid. 
That is my recollection. 

Mr. Reppan. Who was the Mission Director at that time? 

Mr. Syran. Mr. dePaul. 

Mr. Reppan. Were specifications submitted to Washington for con- 
sideration by prospective bidders? 

Mr. Syran. Let me elaborate. Under the original PIO/C, when 
a statement was made that the General Services Administration did 
not find the specifications precise enough to permit anybody to bid, 
a request was made that additional specifications be sent. So far as 
I know, no such specifications came back. 

Mr. Harpy. The General Services Administration ? 

Mr. Syran. ICA uses the General Services Administration as a 
peevering agent for many of its commodities. It would be the ve- 
ucle through which the procurement would be made. 

Mr. Reppan. Do you know who had prepared the original specifi- 
cations ? . 

Mr. Syran. No, sir; I do not. 

Mr. Reppan. In any event, because of the lack of specificity no 
action was taken ? 
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Mr. Syran. No action was taken on those: that is u 
cluding, say, about the end of June 1956. Pio andi, 
Mr. Reppan. Did that PIO/C call for worldwide bidding? 
Mr. Syran. I am not sure. 
Mr. Reppan. I believe you have a copy of it there. 


Mr. Syran. I think it did. 
Mr. Reppan. Will you look at the last one? 
Mr. Syran. I think it did. | 


Mr. Reppan. Were the funds then deobligated ? 

Mr. Syran, The funds were deobligated at the end of 1956, 

Mr. Reppan. What was the amount involved ? 

Mr. Syran. I think $275,000. 

Mr. Reppan. Was this program activated under another PIO/Q? 

Mr. Syran. I may be wrong. I think the one deobligated was | 
$180,000. 

No; it is $275,000. 

Mr. Reppan. A new PIO/C was subsequently issued ? 

Mr. Syran. In July 1956. | 

Mr. Reppan. And do you know what that called for? 

Mr. Syran. That called for the construction of three 
towboats and two barges. 

Mr. Reppan. Do you have a memorandum prepared which gives a | 
chronology of this and the manner in which it was handled? 

Mr. Syran. Yes; there is a memorandum. 

Mr. Reppan. Who prepared that ? 


pusher-type 


Mr. Syran. A man by the name of, I think, Mr. Bean—B-e-a-~ | 


of the Laos desk at the time here. 

Mr. Reppan. That isa part of the official files ? 

Mr. Syran. That is a part of the official files. 

Mr. Reppan. Does it contain any classification ? 

Mr. Syran. No. I think it has “Official Use Only.” 

Mr. Reppan. Mr. Chairman, this is a short memorandum which 
concisely gives the pertinent facts, if you could have Colonel Syran 
read it into the record at this point. 

Mr. Harpy. Read it, if you will. 

Mr. Syran. Just a second. Do you want this one of October 9%, 
or do you want the one of November 1? Which one? 

Mr. Reppan. The second one is Mr. Hollister’s ? 

Mr. Syran. No. Which of the two do you want? 

Mr. Reppan. Is this the one prepared by Bean ? 

Mr. Syran. That is the one prepared by Bean, although I can’t 
be certain of it because this is a carbon copy. 

Mr. Reppan. And the date is what? 

Mr. Syran. October 26, 1956, from Thomas J. McCormick of the 
Cambodia-Laos-Vietnam desk. He may have been the one who pre 
pared it. It is through Mr. Somers, who is the deputy to Dr, Moyer. 
I will read it: 

In 1954, under the Indochina aid program, a PA in the amount of $275,000 
was issued to cover procurement of ferry craft destined for use in Laos. On 
May 31, 1955, a PIO/C was issued converting the Indochina PA to a Laos 
country program project. Procurement action was never effected against this 
PIO/C due to the fact that GSA, procuring agent, felt that the specifications 


furnished under the PIO/C were not adequate for procurement by that agency. 
IPD advises that no bids were ever requested by GSA in connection with this 
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pjo/C, but that several American firms, apparently including the American 

: Electric Welding Co., had been requested to supply drawings, technical data, and 

l in. | price quotations. GSA itself does not finalize specifications for bid action on 

| pehalf of another agency. rhe agency requesting the procurement must furnish 

the final specifications. This Was not done in this case, presumably due to (1) 

jack of qualified personnel in USOM/Laos to draw up the specifications; (2) 

realization by USOM/Laos that the problem of the Mekong crossing could not 

be attacked on a piecemeal basis, and some extensive engineering studies would 

| have to be made of the whole problem; (3) obtaining of the present automobile 

ferry which USOM/Laos probably felt would be adequate on an interim basis. 

| The PIO/C expired on January 31, 1955, and the funds covering this PIO/C 
were deobligated during June of this year ( 1956). 1 

On May 23, 1956, the American Electric Welding Co. addressed a letter 

to the Honorable Herbert Hoover, Jr., Department of State, requesting infor- 

mation as to whether or not procurement under the 1954 PA was ever effected 

as they had not received the reply to several letters which they had written 


\ | to the mission. On June 6, a letter was prepared by S/IND for Mr. Hollister’s 
J signature, advising the American Electric Welding Co. that procurement was 


Was | pever effected by GSA due to the nonfinalization of adequate specifications. 
The Laos desk forwarded the correspondence on this subject to USOM/Laos 
with a request for comment. The mission replied stating that they were unable 
to locate any record of the letters from the American Electric Welding Co. 

and that the funds had been deobligated. They also stated that when new 
procurement plans were completed and calls for bid announced, full considera- 
tion would be given to the American Electric Welding Co. 

type Under the fiscal year 1956 program USOM/ Laos initiated substantial activity 
on the Mekong crossing. Included in this activity were plans for the procure- 
ment of three pusher tugs and two steel barges. Specifications for those craft 

res a were procured by— 


It is difficult to read here, it is either “procured” or “prepared”— 


by the engineering firm of Sverdrup & Parcel, under the contract to USOM/Laos. 
In view of the American Electric Welding Co.’s previous interests in furnishing 
ferry equipment for Laos, USOM/Laos was advised by ICA/W that invitations 
to bid on the new procurement for this equipment must include four American 
firms, one of which was to be the American Electric Welding Co. USOM/Laos 
issued international call bids for ferry craft on August 3, 1956, with a submission 
deadline of September 1, 1956. Copies of the bids were air-pouched to S/BUS— 


which is the small-business office— 
hich | on August 7. 


n— | 


ym | Mr, Reppan. Is that ICA/Washington? 
Mr.Syran. Yes. [Continuing:] 
96, 8/BUS mailed invitations to bid to the four firms (listed in ICATOS86) on Au- 


gust 15 and questioned USOM/Laos concerning a possible extension of the dead- 

line from September 1 to October 1. On August 22 USOM/Laos advised that 
extension of the deadline was not feasible. 

Apparently S/BUS was advised by at least one of the American companies 

that they would not be able to comply with the deadline of September 1. USOM/ 

an’t Laos received bids from three companies in the Far East area with no American 

| bids being received. The three bids received locally were reviewed by Severdrup 

& Parcel, engineers, representatives from USOM/Thailand, and representatives 

from USOM/Laos. These bids were not reviewed by the U.S. Corps of En- 

‘the gineerss ; however, when the bids were received from the mission they were 

reveiwed in ICA/w by S/TRANS and FPM. On the basis of the field review, the 


pre- Hong Kong Transportation Co. was selected as the lowest qualified bidder. 

yer, On the receipt of a cable indicating the Hong Kong Transportation Co. as the low 
bidder, S/IND requested P.S. & I. to make an informal security check on that 

4 company. P.S. & I. reported that no derogatory findings were availabe which 

im would prevent the award of the contract to the Hong Kong Transportation Co. 

n : : : 

tas | That is at the Office of Industry. 

i At the time of the original request to S/IND— 
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Industry Division— 


for a waiver of worldwide procurement on the basis of the existin 
S/IND advised that it would not be possible to waive the worldwide ry 
ment on bids but that the mission’s purpose could be accomplished pb 
a tight deadline and delivery dates which instructions USOM/Laos 
parently followed closely. USOM/Laos was also advised that future 
ment for similar equipment for at least two or three other river crossings would 
have to conform to normal procurement methods. Presumably the American 
companies involved will again be requested to submit bids at such time ag 
additional equipment procurement is approved by ICA/w. 


& emergency 


quire. 
y Setting 
has ap. 
procure. 


Mr. Harpy. What is the date of that memorandum again? 

Mr. Syran. October 26, 1956. 

Mr. Reppan. In there Colonel, it states that the Mission advised that 
extension of time for bidding was not feasible. 

Mr. Syran. That is right. 

Mr. Reppan. Under ICA regulations what is the normal time? 

Mr. Syran. Minimum of 30 days. 

Mr. Reppan. From the date of receipt of the invitation by the 
bidder? ” 

Mr. Syran. That is correct. 

Mr. Reppan. Do you know how much time the bidders, the Ameri. 
ean bidders, had in this case ? 

Mr. Syran. About 15 days. 

Mr. Reppan. In which they would have to make their bids and 
submit them back over to Laos? 

Mr. Syran. Fifteen days, that is right. 

Mr. Reppan. The bids were opened in Laos, were they not? 

Mr. Syran. That is right. 

Mr. Harpy. So it was virtually impossible for any American firm 
to bid on it and get its bid over there. 

Mr. Syran. It couldn’t get them over there. 

Mr. Harpy. Didn’t ICA/Washington realize it was an impossibility 


to get any American company to bid on those ferries within that 


period of time? 
Mr. Syran. Yes; I thinkso. I think there isn’t any question about 


it, that everybody recognized that the time was too short for that | 


thing to be done. 

Mr. Harpy. So that this whole thing indicated that if that dead- 
line were to be met, it would have to be met by somebody over in 
that general area ? 

Mr. Syran. That is right, sir. 

Mr. Harpy. So it didn’t actually do the American business firms 
any good to submit proposals to them ? 

Mr. Syran. That is right. I don’t believe any of them submitted 
any proposal. My understanding was that they indicated the time 
was much too short and they couldn’t do anything about it. 

Mr. Reppan. Do those cables reflect that the American Electric 
Welding Co. submitted a proposal ? 

Mr. Syran. My understanding is “No.” 

Mr. Reppan. Do you know why an extension was not feasible! 

Mr. Syran. No, sir; I did not. 

Mr. Reppan. Was the Mission ever called upon to explain what they 
meant by that ? 
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Mr. Syran. So far as I know, I don’t believe that we ever asked 
them specifically why the period of time was not 

Mr. Harpy. It had become urgent all of a sudden. Had you a 
project to provide these ferries 2 years earlier? 

Mr. Syran. That is right. é 

Mr. Harpy. The Mission never did prepare enough specifications to 
make the award ; they canceled the project agreement, deobligated the 
funds; and it was some months after the funds had been deobligated 
iefore the project was back in this picture, wasn’t it? 

Mr. Syran. They were reobligated. Of course the desire to have 
the crossing and the ferries built was very strong. I think every- 
body wanted to have that crossing and those ferries built. And con- 
jitions obviously worsened. The longer that there was a delay the 
worse conditions became. The question of the immediate matter of 
urgency I can’t testify to. 

Mr. Reppan. Is there any reason why Washington could not have 
disapproved this action by the Mission and required them to follow 
normal procedures ? att 

Mr. Syran. I think this had gone too far. I think it had gone too 
far along the line and I think we were in the position of having to go 
along with the Mission. And I think that an explanation of how we 
reacted appears in two pieces of paper. One is a memorandum to Dr. 
FitzGerald from Dr. Moyer, of November 1, 1956, and a cable dated 
January 17,1957. Both give a chronological explanation of why we 
went along with the time element. 

Mr. Harpy. I think we are going to need to develop that pretty fully. 
The thing I am concerned with at the moment is, if we could establish 
it, why this period of time for submitting bids could not be extended. 
You don’t have anything on that ? 

Mr. Syran. No, sir. We did ask the Mission to extend the time 
topermit additional bids. And the cable response, as I recall it, which 
is recited in the memorandum that I just read, indicated that it was 
not feasible for them to make a further extension. 

Mr. Harpy. They hadn’t made an extension, had they ? 

Mr. Syran. Sorry. No extension. I used the word “further”; no 
extension. 

Mr. Reppan. This was a contract for what amount ? 

Mr. Syran. $275,000, aproximately. 

Mr. Reppan. That should receive Washington approval unless there 
sa waiver of that ? 

Mr.Syran. That iscorrect. It exceeds the $25,000 limitation. 

Mr. Reppan. Did Washington approve of this method of operation ? 
Mr. Syran. Not at the time that it was done. Subsequently it did 
approve it, retroactively, and again making the explanation. 

Mr. Harpy. Let’s see if I understand this. Do you mean the con- 
tract was awarded without the approval of ICA/Washington ? 

Mr. Syran. I don’t know whether the actual contract was signed at 
the time that the approval was issued by Washington. But the bids 
had been received and to all intents and purposes an award had been 
made to Hong Kong Trading & Transportation Co., although not 
inalized, prior to the statement by ICA/Washington. 
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Mr. Harpy. So, then, whether or not a contract had been Signed, th 
Mission had in effect selected a contractor and advised the contracto 
that it had made the selection ? ‘ 

Mr. Syran. I would say yes; precisely as to the actual facts J would 
say I have no general knowledge. That is generally so. 

Mr. Harpy. ICA/Washington was in the position of ratif 
improper action on the part of the Mission ? 

Mr. Syran. Well, there was no alternative on the part of Washino. 
ton based upon the information from the Mission that there wag gy 
element of great urgency that this be done, that no time extension 
could be given for the opening of bids. There wasn’t very much gy 
to do but to go along with the Mission. ; 

Mr. Harpy. What part did you play in that, Colonel? Did yoy 
have anything to do with that award ? _ 

Mr. Syran. No, sir—not with the award—no, sir. 

Mr. Harpy. Or with the decision to go along with the Mission? 

Mr. Syran. Yes: I concurred in going along with that decision, 


ying an 


Mr. Harpy. That was based on the statement of the Mission that it | 


was urgent and that it couldn’t wait ? 

Mr. Syran. Yes, sir. 

Mr. Harpy. What did you or anybody else do to determine the yy. 
lidity of the position on the part of the Mission ? 

Mr. Syran. I believe that the desk itself, that was overseeing the 


activity of the Mission, may have made some determination of the | 


matter of urgency. 

Mr. Harpy. You were not called upon to make any determination as 
to whether the contention that it was that urgent was valid ? 

Mr. Syran. That is right; I was not called upon. 

Mr. Harpy. Except in the determination, which someone else had 
made that the overriding factor was urgency 4 

Mr. Syran. Yes, sit 

Mr. Harpy. And you agreed ? 

Mr. Syran. Yes, sir. 

Mr. Harpy. All right. 

Mr. Reppan. Colonel, that file before you is the file which you sub- 
mitted to the committee, is it not ? 

Mr. Syran. That is right. 

Mr. Reppan. Is there anything in that file which indicates that any- 
one made a determination here in Washington as to the validity of this 
statement of urgency / 

Mr. Syran. No; there is nothing in that file, so far as I have seen. 
T have not seen anything in any other file. 

Mr. Reppan. Your statement to the chairman that you assumed that 
perhaps someone on the Lao desk made this investigation, that is 
just a—— 

Mr. Syran. That is just an assumption. 

Mr. Reppan. But you have never seen anything ? 

Mr. Syran. No, sir. 

Mr. Reppawn. I believe in the memorandum you read there is a state. 
ment that the selection of Hong Kong Transportation Co. was ap- 
proved in Washington on the basis of field review ; I believe those are 
the words? 

Mr. Syran. That is right, sir. 
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the | Mr, Reppan. Is that another way of saying you just took the field’s 
ctor | ammendation / 

Teor, SYRAN. No. Yes and no. We did know this fact: that Sver- 
drup & Parcel, who had an engineering contract with our Mission in 
Thailand, and who drew the plans and specifications—— 

y an Mr, Reppan. Do you know that they prepared the specification ? 

Mr, Syran. That is my understanding. 

| Mr. Reppan. They were supposed to in any event ! 

Sal | fr, Syran. They were supposed to. ‘They prepared the plans and 
Sion | eeifications, and up to this moment I had no reason to even doubt 
else Pt they hadn’t. So far as I know they had prepared the plans and 
specifications, and Mr. McNamara and Mr. Kirby went down to 
you | Bangkok with Mr.—I think it is McGavock—of Sverdrup & Parcel, 
to examine the bids to find out whether they were in truth responsive 
tothe invitation. It was then determined that of the three bids they 


ould | 


ing. 


received, the Hong Kong Transportation Co.’s bid was responsive and 
. | the lowest bid. oie 
" Mr. Reppan. Do you know whether any investigation was ever made 
of the bidders prior to the time the award was made? _ 
Mr. Syran. I believe PS and I examined the individual—do you 
eV: | mean the companies as to their standing ? 
4 | Mr. Reppan. Yes. ae : 
r the Mr. Syran. I think they made an investigation of the Hong Kong 
the Transportation Co. and they found nothing derogatory which would 
prevent them from being the successful bidder. 
ae Mr. Harpy. You have no knowledge as to how they conducted that? 


Mr. Syran. No, sir. 
Mr. Reppan. Do you know whether they investigated any of the 
had other companies ? 
Mr. Syran. No, sir; I don’t. 
Mr. Monacan. In connection with that request for an extension, 
was any specific time requested ? 
Mr. Syran. I believe the request was that the extension should be 
at least for the 30 days’ span to conform to the regulations. 


Slip- 
sub Mr. Monacan. In other words, 15 days? 

Mr. Syran. Yes; so that the American bidder would have at least 
sibs 15 days within which to examine, review, and make a determination. 


this Mr. Monacan. Do you have any basis for estimating the time that 
ts | would have been necessary for reasonable bidding? 

Mr. Syran. I would say at least, minimum, 30 days, minimum. 
And 30 days for a thing of that kind is pushing. You might say 
that that common-use items, off-the-shelf items, 30 days is much too long. 

But when you have plans and specifications, 30 days is a bare 


seen. 


ats minimum. 
Mr. Reppan. Colonel, you said there was another memorandum in 
there which gave the position of the ICA/Washington on this? 
Mr, Syran. Yes, sir. 
se Mr, Reppan. That is a communication from Washington, “former 
i. Director Hollister, to the Mission in Vientiane ? . 
tA Mr. Syran. That is a cable, that is an airgram, January 17, 19—— 


Mr. Reppan. That is not a coded message ? 
Mr. Syran. No; it is an official USOM 
Mr. Harpy. Read it into the record, please. 
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Mr. Syran. Yes, sir. This is an amplification of a cable sent 
some time in December 1956 and it refers to it. 7 | 

Mr. Monacan. What is the date of this? 

Mr. Syran. This particular airgram is January 17,1957. Tt refers | 
to a cable giving the authorization. 

Mr. Reppan. Colonel, are all the cables in that file ? 

Mr. Syran. The one I have just referred to is not in here, 
had it until this morning. 


Mr. Reppan. Are there other ICA documents relating to this which 
are not contained in the file? 

Mr. Syran. No. This one was dispatched November 23, 1956, 

Mr. Harpy. Paraphrase it. 

Mr. Syran. I didn’t think that these “Official Use Only” were 
anyway, this is a cable of November 23 which says that an approval 
was made, but that the approval should not be interpreted as meap. 
ing the establishment of a precedent for bid invitations. We had 
several reservations concerning the matter. 

Mr. Harpy. Let me instruct the reporter to strike the original ref. | 
erence to that cable. 

(The references to cable numbers were struck from the record.) 

Mr. Syran. The airgram, which was dated January 27, 1957 

Mr. Reppan. Addressed to whom ? 

Mr. Syran. To the USOM in Laos. It reads as follows: 


The last sentence of the reference cable stated that ICA/W had several res. 
ervations concerning procedures used by USOM for procuring the subject ferry 
craft. The purpose of this airgram is to elucidate these reservations and to 
state the ICA/W position on the matter. No attempt will be made to retrace 
the chronology of the problem in this airgram on the assumption that USOM 
is sufficiently familiar with the subject matter. 

ICA/W assumes that USOM’s issuance of the PIO/C was undertaken as q 
timesaving device, in a situation of an emergency nature. ICA/W’s ultimate 
approval stems partially from this emergency situation. There is some ques- 
tion, however, as to whether the emergency would have occurred had USOM 
followed ICA/W instructtions.contained in paragraph 3 of ICATO 886, dated | 
May 31, 1956, which approved the fiscal year 1956 PPA for USOM issyance and | 
requested that the PPA and implementing documents be forwarded to ICA/W 
The PPA and ProAg were received in ICA/W on June 30, 1956. However, the 
PIO/C was not initiated by USOM until August 38, 1956, at which time USOM 
also initiated the invitation to bid. Thus, the mission did not wait for ICA 
review and issuance though this was indicated as necessary in ICATO 886. 
USOM’s failure to follow instructions resulted in voluminous correspondence 
over a 3-month period in the effort to obtain a post facto approval of the action. 
Had USOM submitted the PIO/C concurrently with the PPA and ProdAg as 
requested, the entire matter could have been settled within 30 days and without 
any breach of standard procedure having taken place. 

Manual Order 1100.16 sets forth the proper procedures for nonmilitary com- 
modity procurement. These procedures are quite liberal and in keeping with 
normal business practices and legislative requirements established for the agency 
by the Congress. No deviation from these practices should be undertaken until 
prior authorization from ICA/W has been received. This MO establishes, quite 
clearly, the necessity for competitive bidding, inclusion of potential U.S. sup 
pliers in the invitation process, and provision of a reasonable time for submis 
sion of proposals (30 days being the reasonable time span suggested by the MO, 
and is interpreted to mean 30 days from the receipt of the invitation until the 
bid is due to be received. ) 


That answers your question, Mr. Monagan. 


Since most of the potential bidders seem to have had less than 15 days (S/BUS 
received the data for U.S. suppliers on August 14) in which to respond, these 
requirements of MO 1100.16 were not met. 
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It is recognized that USOM took its action as an emergency measure, but, as 
peen pointed out before, no time was saved in so doing. It may well be 
wer that USOM’s action increased the procurement time. Had USOM sub- 
Saal a properly documented request for USOM procurement, it is reasonable 
ty believe that the matter would have been handled with dispatch (see MO 
1100.5 par. 2D). Further, if USOM had followed the prescribed procurement 
ee tare, the delays experienced in this instance would not have occurred, 
nd the agency would not have been left open to the possible executive, con- 
~ressionall, and public criticism to which it is now vulnerable. 

In light of the foregoing, USOM is urgently requested not to undertake any 
rocurement falling within scope of MO 1100.5 without prior ICA/W clearance, 
and without meeting the provisions of MO 1100.16. Adherence to the pro- 
cedures outlined in the reference MO’s will make for smoother operation and 
tend to prevent unnecessary delays and misunderstanding of the types en- 
countered in the subject instance. 

And here we are. 

Mr. Harpy. As Mr. Monagan pointed out, whoever wrote that was 
psychic. : 

Mr. Monacan. What was the date that the contract was actually 
entered into ¢ a Be: : ; \ ae 

Mr. Syran. I think it was sometime in January or February 1957. 

Mr. Monacan. So that there was a delay there from August 147 

Mr. Syran. Oh, yes. Until the actual giving of the thing. But 
[ think the big criteria there was the promise of the Hong Kong 
Transportation Co. for quick const ruction and availability. 

Mr. Monacan. There was no comparison with any other company, 
actually. Or with any American company ? 

Mr. Syran. Nocomparison at that time; no. 

Mr. Monacan. As a matter of fact, do you know whether there 
was any comparison with any other company ? 

Mr. Syran. I think they had the other two bids out then, Mr. Chair- 
man. They had some pretty good idea of whether they were respon- 
sive to the element of quick construction and delivery, including havy- 
ing them knocked down and delivered up on the Mekong itself. 

Mr. Harpy. At least that was what they told the Mission ? 

Mr.Syran. Yes, sir. 

Mr. Reppan. Colonel, is the file now that you have before you com- 
plete, to the best of your knowledge ? 

Mr. Syran. Insofar as it applies to our own material that we have 
in our office, yes. Obviously there are any number of other related 
items regarding the back and forth on the specific procurement which 
I donot have and would not have in this file. 

Mr. Harpy. In that connection, the thing that I am concerned about 
at the moment is, what was done with respect to urgency, I 
mean what determination there was as to the validity of the conten- 
tion that the thing was an emergency; and what P.S. & I did. Iam 

° ™ r . 5 e 
going to ask Mr. Keating about this on the record to find out spe- 
cifically what he might have been doing in connection with this 
business. 

Mr. Kreative. I never heard of this until last Friday. 

Mr. Harpy. Then you didn’t make any investigation of it, Mr. 
Keating? 

Mr. Katine. No, sir. Mr. Woods asked me last week if we had 
made a check on the Hong Kong Transportation, and I called the file 
room and they said they could find nothing on it. 

Mr. Harpy. There was no investigation made of the bidders? 
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Mr. Keatine. No, sir. 

Mr. Harpy. There was no question raised of any ICA employees 
any Mission employees who were doing the negotiation ? 

Mr. Kratinc. Not at our office. 

Mr. Harpy. And nobody in your office ever suspected that theip 
might be something wrong with the manner in which the Mission was 
pursuing this particular procurement ? 


Mr. Keatrnc. My office had no knowledge of any part of the trang. | 


action, Mr. Chairman. 
Mr. Harpy. We are going to have to find some way to keep you 
office a little better informed. . 
Mr. Harpy. In the light of the last memorandum read, there jg an 
indication there was a lot of correspondence concerning this procure. 


ment. Mr. Keating said his office knew nothing about it until very 
recently. Have we had access to voluminous correspondence on this! 
Mr. Reppan. No. I thought this was the entire file. 


Mr. Harpy. Mr. Grant, can you shed any light on where this yoly. 


minous correspondence is that is referred to in the memoradum from, | 


Mr. Hollister ? 

Mr. Grant. I know nothing about it. I have seen none of the files, 
including this file on which Colonel Syran is testifying. | 
Mr. Harpy. Have you noted the statement in that memorandum! 

Mr. Grant. Yes, I have heard Colonel Syran reading it. I don't 
know what other records may exist in the other offices. 

Mr. Harpy. Colonel Syran, does that file indicate who prepared that 
memorandum for Hollister’s signature ? 

Mr. Syran. Mr. Bean. 

Mr. Harpy. Where is he? 

Mr. Syran. He used to be the desk officer in the Lao Desk. I don't 
know where he is now. 

Mr. Harpy. Has he been promoted? 

Mr. Grant. No. He is taking instruction at the present time at 


Johns Hopkins School, preparatory for foreign assignment. We | 
have Mr. Morgan here, who is the present desk officer and is in charge | 


of desk records. I don’t know whether any examination has been 
made or requested of files relating to this subject in the possession of 
the desk. I haven’t heard of it. 

Mr. Harpy. I am not at all sure that we have requested such files 
specifically, but actually we haven’t known what files existed. We 
requested this file thinking that that was all of it; until this memoran- 
dum indicated that there was a lot of other material. 

Now we want to know where it is and who knew anything about it, 
It looks like it was pretty serious; this is Mr. Hollister’s view at the 
time this memorandum was sent out. Here we have a skeleton file 
apparently, which relates only to one aspect of it, and that is the 
aspect itself over which the Office of Transportation had responsi- 
bilities. 

Mr. Syran. That is right. 

Mr. Harpy. That is a relatively small aspect of it. We are going 
to need to consider in some detail the extent to which anybody in the 
Mission, anybody in ICA, Washington, undertook to determine 
whether there was really a valid emergency or whether that was some 


arrangement put up by somebody in the Mission that had absolutely 
no standing. 
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Mr. Grant. No request was made through my office for any files or 
formation relating to this project. 
Mr. Harpy. That may well be, and it may be that there are other 
documents available. We will clear that up, possibly through testi- 


mths cablegram was not a part of Colonel Syran’s file, apparently. 
How did you happen to run across this one, Colonel ? 

Mr. Syran. When I was going through some other files in the 

this morning, to find out what additional information there was, 

I found that cable. Actually I began searching for the cable referred 

to in the airgram. I didn’t have it. And I wanted to search to 
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Mr, Harpy. Thank you, Colonel. 

That is all for now, anyway. 

Mr. dePaul, will you come up, please. 

Mr. Grant. Mr. Chairman, I would like to say for the record, I 
understand that there is a memo from Mr. Hollister directed to the 
whole ICA/Washington office relating to the aid program in Laos 
and Cambodia and Vietnam. ‘This refreshes my recollection, because 
this memo was submitted to the subcommittee as part of its hearing 
on the foreign aid construction projects. We will get it. It is related 
tothis, however ; with respect to the—— _ 

Mr. Harpy. If it deals specifically with this, Mr. Grant, we cer- 
tainly will want it. — 

Mr. Grant. We will see that you get a copy. But I understand in 
this memorandum Mr. Hollister, who was out there, was so impressed 
with the need to expedite the program in that area, that he asked 
that all of those things be given a certain top priority. I don’t know 
whether this carried with it 

Mr. Harpy. Do you have the dates? Does it indicate what dates 
he was out there, that the dates that he was out there would tie in 
with this, so that he made a personal finding of emergency ? 

Mr. Grant. Certainly his memo which was a general memo did not 
relate to this specific project. I point out that we have this. 

Mr. Harpy. I am not going to be too much impressed by a general 
observation that we had an emergency situation out there, because 
we hear that about every country. 

Mr. Grant. This was a memorandum, and I think it would be better 
ifIjustsubmitted it to you. 

Mr. Harpy. I would be glad if you would. 

Mr.Grant. It may have a direct bearing on this. 


INTERNATIONAL COOPERATION COMMISSION, 
Washington, D.C., April 28, 1959. 





Mr. Joun T. M. REppDAN, 
Chief Counsel, Foreign Operations and Monetary Affairs Subcommittee, Com- 
mittee on Government Operations, Washington, D.C. 
Deak Mr. Reppan : Enclosed is a copy of a policy directive on Laos and Cam- 
bodia from the Director of ICA, which I promised to secure for the subcommittee 


a — hearings on Laos. See pages 1215-1216 of the transcript of April 


Sincerely yours, 


LESLIE A. GRANT, 
Associate General Counsel. 


41067—59——-33 
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INTERNATIONAL COOPERATION ADMINISTRATION 





FURTHI 


EXECUTIVE SECRETARIAT ASSIS’ 
(Corrigendum to Secretariat Note 47) COOPE 
November 17, 1955, OPER. 

Po.icy DIReEcTIVE oN LAOS AND CAMBODIA Mr. R 

Attached for your information is a summary of criteria recently formulate; your bic 
by the Director of ICA for guidance in processing Laos and Cambodia program Mr. DE 
and project documentation. Mr. R 

Joun W. McDonatp, Jr, Mr. DI 
Acting Executive Secretary, 957, 

Distribution: General Staff. — R 
From: The Director, ICA. Mr. D 
Subject: Cambodia and Laos. Mr. I 

During the course of my recent visit to the Far East, I had the opportunity | testimor 
to observe and evaluate personally the direction and effectiveness of our pro- 
grams in this region. | Mrp 

In particular, my discussions with the mission directors in Cambodia ani Mr. I 
Laos indicated the existence of several substantive problems inhibiting progran | quireme 
progress in these countries. Resolution of these problems clearly requires th | Mr. 
adoption of exceptional measures to assure reasonably effective program imple M ‘ I 
mentation and impact because of the generally adverse conditions under whig a 
our Cambodia and Laos missions are conducting operations. I need scarey | emerger 
emphasize that most of our difficulties in these two countries tend to assump Mr. pI 
major proportions due to the sensitive political and economic Situation ep. Mr. I 
rently prevailing, the lack of adequate staff at both missions, and recent incep : f 
tion of new programs and missions in both countries, and the relative unfy. | time Tor 
miliarity of both country governments with ICA program concepts and methods Mr. 
of operation. that I ¢ 

Accordingly, all staff members responsible for the review and approval ot! tional a 
program and action documents from both Cambodia and Laos will, effective between 
immediately, be guided by the following policies: 

1. Until further notice, priority processing will be given to all Cambodia ani | urgent 
Laos documents and problems requiring ICA/W action. This policy will apply There ¥ 
to action cables and airgrams received from Cambodia and Laos as well as ty why th 
PPA’s firm requests, PIO’s and similar documents. | mention 

2. ICA/W staff evaluation of such documents will be confined to substantiye | 
economic and technical judgments with maximum reliance to be placed upo | we were 
USOM recommendations as to the economic and technical acceptability of po | The | 
posed projects or other actions. Thus, unless a proposed project or actionis| There 7 
clearly contrary to ICA/W policy, technically impracticable or economically | would b 
unsound, any ICA/W doubts should be resolved in favor of approving the pro Mr. B 
posed project or action. ICA/W staff comments and recommendations shouli air. 
of course continue to be made available to these USOM’s simultaneously with Mr. p 
advice of project approvals for the guidance of the mission directors in nego of 1954, 
tiating and executing project agreements. I was in 

3. ICA/W decisions affecting the accomplishment of our program objectives Allo’ 
in these countries should be made in the light of the difficult operating conii- 
tions confronting both missions. To the extent consistent with basic agency | %& WC 
policy and prudent utilization of U.S. resources, emphasis should be given to the there w 
extension of greater procurement authority and flexibility to these missions  ypdepry 
with the minimum possible documentation. Conse 

Mr. Harpy. Thank you. ural th: 

Mr. dePaul, you have been previously sworn, I believe? ) Indochi 

Mr. pePaut. Yes, sir. time. 

Mr. Harpy. Have a seat. i I 
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FURTHER TESTIMONY OF NICHOLAS CARTER dePAUL, JR., DEPUTY 


ASSISTANT TO THE DIRECTOR FOR LIAISON, INTERNATIONAL 
COOPERATION ADMINISTRATION (FORMERLY DIRECTOR, US. 
QPERATIONS MISSION, LAOS) 


Mr. Reppan. Mr. dePaul, I don’t know whether the record shows 
your bio raphical background. 

Mr. pePavt. It does. oe shes 

Mr. Reppan. You were mission director during what time? r 

Mr, ppPaut. From January 6, 1955, until approximately July 25, 
Reppan. And prior to that time you had been in Saigon? 

Mr. pePaut. I had been in Saigon and Hanoi beginning in 1953. 

Mr, Reppan. Have you been here in the room today during the 
testimony of Colonel Syran ¢ 

Mr. ppPavuw. Yes, sir. 

Mr. Reppan. And you heard the reference to this emergency re- 
quirement for the tugs? 

Mr. pePavut. Yes, sir. 

Mr. Reppan. Could you tell the committee, please, just what this 
emergency consisted of ? 

Mr. pePavt. Yes, sir. 

Mr. Reppan. And why it was not feasible to extend the bidding 
time for the barges and tugs? 

Mr. pePavt. I can paint the picture in general terms, and I believe 
that I can state from my own memory that the installation of a ra- 
tional and effective transportation system across the Mekong River 
between Nongthai and Thadeua was perhaps at that time the most 
urgent and pressing operation that USOM, Laos was conducting. 
There were a number of reasons for this, and I would like to explain 
why the early procurement that had been relied on—I believe you 
mentioned 1954—went through several stages before the time when 
we were engaged in the actual realization of this project. 

The first condition was that there was a war going on in 1954. 
There was great uncertainty as to what the outcome of the war 
would be. 

Mr. Reppan. What time in 1954? 

Mr. pePavt. I believe the Geneva settlements were in the summer 
of 1954. The Battle of Dien Bien Phu was in the late spring of 1954. 
I was in Hanoi at that time. 

All of us out there were extremely uncertain as to where this entire 
area would come out; whether there would be settlements, whether 
there would be military defeat; which parts of Indochina would be 
under which rule. 

Consequently under those conditions I think it was perfectly nat- 
ural that any implementation of a particular ferry crossing from 
Indochina to a neighboring state would be seriously in doubt at that 
time. 

Mr. Reppan. Mr. dePaul, did you have any doubts of the Geneva 
Accords in June of 1954? 

Mr.pePau. Yes, I think we had considerable doubts. 

Mr. Harpy. If there were any serious doubts about it, why did you 
transfer the authority from Indochina over to the Mekong proposi- 
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tion? I understood the program agreement had originally been 

up and yet it was cenaieened to accomplish this Mekong’ crossing 

wasn’t it? 
Mr. vePavut. Not exactly, sir. The projects that were set UP pre 

vious to the establishment of the Mission in Laos were set up between 


the Mission in Saigon, which was accredited to all of Indochina, ang 


the respective governments of Vietnam, Laos, and Cambodia. 

Mr. Harpy. When was the transfer made available to cross the 
Mekong; this one? 

Mr. pePavuu. I am not sure I follow you. 

Mr. Harpy. I understood from testimony a while ago that the orig- 
inal agreement had been with respect to Indochina? 

Mr. pePavu.. Yes, sir. 

Mr. Harpy. And that this was then made available to Laos for this 
particular crossing; isn’t that correct ? 

Mr. pePaut. No, sir, that is not correct. 

Mr. Harpy. Will you straighten me out? 

Mr. pePauut. When we established the Mission in Laos in J anuary 
of 1955, we assumed the obligations previously entered into between the 
Mission in Saigon and the ncuneiee in Laos. 
in continuity. This was not transferred when the Mission to Lag 


There was no break | 


was established. It simply inherited all of the responsibilities for | 


cpgeng cherations that were in the picture. 
Mr. Harpy. This original agreement always applied to the Mekong 
crossing from its very begmnniig | 

Mr. pePavt. I am not familiar with the details of the original 
agreement. I am sure it contained this; I would assume as part of 
a larger pattern of operations in the area. 

Mr. Harpy. When the Mission was established in Laos in January 
1955, there was an agreement under which the Mekong crossing was 
authorized ? PF 

Mr. pePavut. Yes, sir. 

Mr. Harpy. Are you suggesting then that the people who executed 


nen 


that agreement to start with didn’t know what they were doing, | 


because there were too many uncertainties, and that you ought not to 
have undertaken it at that time? 

Mr. pePaut. I am suggesting, sir, that many things were rapidly 
changing at that time. t me illustrate with one particular facet 
of this. 

Prior to the independence of Laos, when it was a part of the French 
Associated States, the great bulk of its commerce was transacted 
through Saigon. This for obvious political reasons. 

When Laos became independent, economic factors reasserted then- 
selves and the Thailand access route, being the much more economic, 
feasible route physically, became over a period of time the principal 
supply route. This was new. 


Mr. Harpy. Do you know the basis of the factors that went into | 
the determination to provide this ferry crossing in the first instance! 


Mr. pePauu. No, I do not. 

Mr. Harpy. It was to cross the Mekong. Obviously somebody had 
decided that it was going to be necessary to bring supplies in across 
the Mekong or they wouldn’t have justified that ferry; is that right! 


Mr. pePaut. Yes, sir, but the volume of traffic to be expected post | 
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195p'was considerably different from the volume that would have been 
@ ed in 1954. 

r. Harpy. I would have hoped that we would have had somebody 
in that area who could see far enough ahead on some of those things 
to do a little planning. As a matter of fact, I think perhaps if we 
had done some planning with respect to the roads in Thailand, it would 
have tied into this Mekong crossing; is that correct ? 

Mr. pePavt. I believe that planning was done. 

Mr. Harpy. That planning was done and the ferry was a part of 
the system to provide transportation between Bangkok and—— 

Mr. pePavt. Yes, sir. 

Mr. Harpy. So this was a part of the program that somebody had 
justified. Certainly they sold it to ICA/Washington; and I think 
perhaps it had been in some of the justification books that had been 
sent up to us. ; aire : 

Mr. pePaut. Yes, sir, but my point is that in 1955 the urgency and 
the relation of this route to the ioe of commerce was greatly differ- 
ent from what it was in 1954. 

Mr. Harpy. Would you say it had increased ? 

Mr. pePavuwt. Yes. 

Mr. Harpy. It had increased so you let the program agreement ex- 
pire. Isn’t that right? 

Mr. pePavut. No, sir; that was not the reason. 

Mr. Harpy. It did expire? 

Mr. peEPavt. Yes, sir. 

Mr. Harpy. Did it expire during the time you were Mission Di- 
rector ? 

Mr. pePavt. Yes, sir. 

Mr. Harpy. So it was some little while before you got a new one? 

Mr. pePavt. Yes, sir. But our problem was to develop new and 
more precise, more up to date plans, not only for this ferry 

Mr. Harpy. You didn’t do a very snail job of it. Go ahead, Mr. 
Reddan. 

Mr, Reppan. You were Mission Director on April 30, 1955, were 
you not? 

Mr. pePavu. Yes, sir. 

Mr. Reppan. Did you ever see this ProAg annexed to Operation 
Mekong? 

a pePavt. I am sure I have seen it, sir. I don’t recall it specifi- 

r. Reppan. As part of your official duties in the performance of 
anything in connection with Operation Mekong you would have to be 
knowledgeable on the basic document, would you not? 

Mr. pePaut. Yes, sir. 

Mr. Reppan. What is that third paragraph in the second page? 
Will you read that ? 

Mr, pePavut (reading) : 


The main interest and efforts of Laos in Operation Mekong this fiscal year are 
to reconstitute its river craft fleet, construct additional warehouses and port 
facilities with Thailand below Vientiane. This last endeavor has become espe- 
cially vital since the loss of North Vietnam to the Communists, which deprived 
North Laos of one of its major outlets to the sea, through Hanoi. In addition, 
its new independence makes it possible for Laos to cease relying entirely on 
Saigon as a source of supply. 
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Mr. Reppan. So that as of April 30, 1955, at least, you knew thy Mr. ve! 
the crossing of the Mekong between Vientiane and Thailand wag of | on this. 
vital importance to the country ? ‘ 

Mr. pePaut. Yes, sir, I knew that before that date. I reported Mr. DE! 
on that in February of 1955. Mr. Rt 

Mr. Reppan. Why wasn’t anything done about it at that time} another ¢ 

Mr. pePaut. I believe, sir, a great deal was done about it. We } 





i . 
were first of all attempting "Could 
Mr. Reppan. Was the ferry ramp constructed or were the barges | referred 
or the ferry boats obtained ? Mr. DE 
Mr. pEPaut. Yes, sir. Not these boats, but at that time, as I recall | terms un’ 


in the early months of 1955, we were extremely conscious of this need. | seribe. 
A number of things happened, partly due to our intervention, partly bidding t 


for other reasons. A new ferry ramp was constructed in Thailan | recall ver 
I believe at this time the Thai Government had plans to extend eo. | Mr. Ri 
nections, both road and rail, to the new ferry ramp on the Thailand | ing thati 
side. | Mr. vel 

The Lao Government, independent I believe of our planning anj | Mr. Re 
programing, was constructing a ferry ramp on the Lao side, Alg, | Mr. De! 
with our intervention, we prevailed upon the French to provide a | Mr. Re 
automobile ferry from French Army sources for the Mekong crossing | Mr. DE. 


This gave us at that time the hope that the new Thai ramp, the ney | _ telegrams 
Laos ramp, and the French army surplus ferry would provide, as] Mr. Re 
believe Colonel Syran indicated, service on an interim basis. Overs | cablegran 
period of time this actually happened but it became apparent that this Mr. DE. 
system was not going to work adequately and we took another look at | itdid—— 








this in connection with broader plans. We brought in Sverdrup&| Mr. Re 
Parcel to give us engineering advice, and to design an adequate ferry Mr, pe! 
system, and we proceeded with the procurement. ' Mr. Re 
I believe there is a complication in there. I spoke of two ramp, = Mr. vel 
Neither of those ramps are the ramps that are in use today. th Mr. Re 
ramp on the Thai side—— | Mr vel 
Mr. Reppan. Excuse me. Was anything accomplished under this} Mr. Rx 
original program agreement, this ProAg or PPA ? | that? 
Mr. pePavt. Not, I believe, in terms of procuring ferries or build. | Mr. DE! 
ingramps. But the concept was | tion to bi 
Mr. Reppan. No, I am talking about this particular program agree | me. 
ment here. Mr. Re 
I am not concerned with what the Thai’s may have done or the Mr. pe] 
army or anybody else. Did the Mission do anything under this pro- Mr. Ri 
gram agreement, or is it correct, as Colonel Syran has testified, that other cab 
the funds were subsequently deobligated for lack of implementation! Mr. DE 
Mr. pePavt. I think there are many reasons me. I re 
Mr. Reppan. Excuse me, is that correct ? had to d 
Mr. pePauu. To the best of my knowledge, yes. Mr. Hs 
Mr. Reppan. When was the program reactivated ? your pro 


Mr. pePaut. I don’t have the dates before me, sir. I am speaking | vided In | 
from memory. _ | testimony 
Mr. Reppan. I hand you what purports to be the comps file inw- | 15 days. 
far as the PIO/C’s, PIO/T’s and so forth are concerned, and ask you until Oct 
if you can tell me from that? couldn’ ¢ 

Mr. pePaut. The date of this issuance is May 5, 1958. | bid on it. 
Mr. Reppan. That happens to be the top one. I handed you 4 tion that 
complete file. 
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Mr. pePaut. ITamsorry. I wonder if Mr. Morgan might assist me 


his. 
ir Harpy. Surely. _ 
Mr. pePavw. Victor, will you help me look at these documents ? 
Mr. Reppan. In order to save time, Mr. dePaul, suppose I ask you 
another question and you can examine these while another witness is 


"Could you tell the committee why the extension of the bidding 
referred to in the testimony of Colonel Syran was not feasible? 

Mr. pePavt. I believe that would be considered only in general 
terms under the extreme urgency of this project, which I might de- 
scribe. I do not recall the specific questions of why an extension of 
bidding time from one date to another would not be feasible. I do 
recall very distinctly that every aspect of this operation 

Mr. Reppan. Did you send a communication to Washington, say- 
ing that it was not feasible to extend the bidding time? 

Mr. pePavt. I believe such a cablegram was sent. 

Mr. Reppan. Over your signature ¢ 

Mr.pePavut. All telegrams went over my signature. 

Mr. Reppan. Did you prepare it ? 

Mr. pePavu. I don’t believe so. I would have read it. I read all 
telegrams that went out with minor exceptions. 

Mr. Reppan. Would it have correctly reflected the situation in that 
cablegram ¢ 

Mr. pePaut. Yes, sir. If that cablegram went out, which I believe 
it did—— 

Mr. Reppan. I believe you have a copy in front of you in that file? 

Mr, pePauu. Yes, sir. 

Mr. Reppan. What was the date of that cablegram ? 

Mr. pePaun. August 22, 1956. 

Mr. Reppan. Was it coded ? 

Mr. pePavu. Yes, that would have been coded. 

Mr. Reppan. Would you paraphrase the part where you refer to 
that? 

Mr. pePaut. This message states that with reference to an invita- 
tion to bid, it would not be feasible for a prolongation of the bidding 
time. 

Mr. Reppan. What is the date of that cable? 

Mr. pePaut. August 22, 1956. 

Mr. Reppan. Did you state substantially the same thing in any 
other cable to ICA Washington ? 

Mr. pePaut. I don’t recall specifically. It would not surprise 
me, J recall participating in the drafting of many messages which 
had to do with the urgency of this entire complex of operations. 

Mr. Harpy. Mr. dePaul, as I understood earlier testimony we had, 
your procedures called for a minimum of 30 days. You had pro- 
vided in this a minimum of approximately 15 days, according to the 
testimony. So the suggestion was made that there be an extension of 
lj days. You had been pussyfooting along for this period of time up 
until October 1956—about 2 years, a little under 2 years—but you 
couldn’t extend the 15 days in order to permit an American firm to 
bidonit. If that was a valid position, you had to make a determina- 
tion that no American firm was competent to cut 15 days off the pro- 
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duction date, otherwise you would have lost time by insisting thy | 
you limit it to procurement from local contractors. 

Mr. pEPAuvt. Sir, I recall that there was considerable discussion | 
and I believe considerable communication, when we launched this | 
project, when this project became ready for implementation. | 

Mr. Reppan. At what stage is that? When did it become ready 
for implementation ? 

Mr. pePavt. Well, sir, there are complexities here I would }y | 
glad to outline. There was the complexity of the Thai question— 
there was the complexity of the sandbar. 

Mr. Reppan. Excuse me. | 

Mr. Harpy. I am talking about the 15-day period of time involygj | 
in the discussion. All of a sudden you got into such an emergency that | 
you couldn’t run the risk of having an American firm be the succag. | 
ful bidder, even though you had a time specification within the pro | 
posal, didn’t you, when it had to be completed ? 

Mr. pEPau.. Yes, sir. 

Mr. Harpy. You couldn’t extend the 15 days, knowing full wal 

ou had competence among American contractors that you wouldn' 
likely to expect in Hong Kong. 

Mr. pePavut. There is another factor that was very much on py | 
mind at the time, and that was this; and I am speaking in genen] 
terms; I think it applies to this contract as well. 

We were operating under the conviction—I think based on a ce. | 
tain amount of knowledge—that it is very, very difficult to interes 
any American, or even European firm, in operating in Laos on th 
basis of a few hundred-thousand dollars contract. 

Mr. Harpy. So it is your testimony then, that you had already 
made up your mind that you were going to have to contract with | 
local firm? Had you already picked the contractor that you in. 
tended to award this contract to? 

Mr. pePaut. No, sir, I did not. 

Mr. Harpy. Do you know whether your subordinates had ? 

Mr. pePaut. I do not know. I do not believe so. 

Mr. Harpy. Would you be surprised to be pretty well convincel | 
that they had ? 

Mr. Reppan. Didn’t you know the Electric Welding Co. wantei 
to bid on that contract, Mr. De Paul ? 

Mr. pePAvL. I don’t recall any such knowledge. 

Mr. Harpy. Didn’t you know that a decision had already been made 
in Laos to concentrate on one particular supplier and make that 
award to him ? 

Mr. pePaut. No, sir. I believe that the determination to awarl 
the contract was based upon the examination of the bids. 

Mr. Harpy. Are you testifying now that a decision as to who would 
get the contract was strictly on an analysis of the bids? 

Mr. pePavuu. That is my recollection—with this qualification, sir. | 
That I believe as I recall, it had been agreed, or had been urged—ani 
I am not too definite on how this came about—I do recall a ver 
strong contention on the part of the Mission in Laos that this kind | 
of supply, supply under a small contract—relative to other types of | 
contracts—a few hundred-thousands—calling for a high componett | 
of personal service, we recognized that this job would have to be don 
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by the contractor’s personnel on the site in large part, 1, for transporta- 
tion of knockdown ferries to the site; 2, for assembly and putting them 
into operation ; and 3, for supervision of operation and training and 
maintenance. This calls for a high degree, a high component of 
personal service. ; 

Mr. Harpy. On that basis you decided that you would have to have 
a contractor who was over there, so as a consequence you would not 
relax your contention that there was an emergency ; is that what you 
are telling the committee ? 

Mr. pePavt. I believe the two go together, that the nature of the 
rocurement, as recommended to me, indicated that it was feasible and 
ractical and advisable to concentrate the call for bids among area 
rms, not local, but area: Japan, Hong Kong, Saigon, Malaya, Singa- 


OMe. Harpy. Would it be more accurate to say that this was a device 
by which the Mission circumvented the instructions which had been 
sent out from Washington ? 

Mr. pePavt. No, sir. 

Mr. Harpy. Wasn’t it a device which permitted you to ignore the 
30-day requirement with respect to bids and ask for it on the basis of 

ays? 
oe pePavuu. Certainly it was not my intention to ignore 

Mr. Harpy. Wasn’t it a device by which you sought to make an 
award in excess of $25,000, or to permit it so that Washington would 
beover a barrel and would have to go along with you? 

Mr. pePavut. My recollection at the time of the signing of that 
contract, was that it was approved by Washington. 

Mr. Harpy. All of the records indicate that your mission, while 
you were Mission Director, had committed this Government tosuch an 
extent that it would have been extremely embarrassing if there had 
been a denial of the right to make that contract. Now, are you famil- 
iar with that ? 

Mr. Reppan. Mr. dePaul, did I understand you to say that you 
were not aware that any American company wanted to bid on this 
contract ? 

Mr. pePavt. I don’t recall being aware. I may have been. 

Mr. Reppan. Did you hear the —— 

Mr. pePaun. I am aware now. 

Mr. Harpy. I don’t see how you can sit here and pretend to have 
been so ignorant while you were over there. 

Mr. Reppan. This memorandum of October 26, 1956, which Colonel 
Syran read into the record, refers to the fact that on May 23, 1956, 
the American Electric Welding Co. wrote to Herbert Hoover, Jr., 
then in the Department of State, requesting information as to 
aaa or not procurement had ever come about under the original 





The memorandum says that— 


The Lao desk forwarded the correspondence on this subject to USOM/LAOS 
with a request for comment. The mission replied, stating that they were unable 
to locate any record of the letters from the American Electric Welding Co. 


Mr. ppPavur. They would have been in Saigon, I believe. 
9 Mr. _— They would have been? Did you try to find them in 
aigon 











a 


508 UNITED STATES AID OPERATIONS IN LAOS 


Mr. pePavt. If they refer to the original files. I am assum} 
this, because this project was originally launched by Saigon. "8 
Mr. Harpy. But you were in Saigon at the time, too, weren’t you) 
Mr. pePaut. Yes, sir, but not concerned with these matters, ~ 
Mr. Reppan. Whether they were in Saigon or Vientiane, this mem. 
orandum quotes the Mission as saying that they couldn’t find th 
letters of the Electric Welding Co., but they stated that— 


* * * when new procurement plans were completed and calls for bidg gp. 
nounced, full consideration would be given to the American Electric Welding Co, 


Did you advise the ICA/Washington to that effect ? 


Mr. pePaut. I don’t recall. I do recall this, that my instructions | 
and my discussion with respect to this matter had to do with stressing | 


the urgency of getting this ferry system in operation. 

Mr. Reppan. Mr. dePaul, what I want to know is whether your 
position is now, that you never knew, or that you didn’t know, or 
that you have no recollection that any American company was inter. 
ested in bidding on this project. 

Mr. pePaut. I don’t recall having such information. I may haye 
had. We discussed the subject of procurement of these ferries and 
the subject of procurement of other items at great length in many 
meetings. I donot recall 

Mr. Reppan. Who were these discussions held with ? 





Mr. pePaut. Normally they would be held with my responsible | 


division chiefs—— 

Mr. Harpy. Who are they? You have talked about it so many 
times, it was so urgent and so important, tell the committee what 
members of your staff you really took into your confidence on this 
particular subject. 

Mr. pePavt. On this particular procurement I discussed it pri- 
marily with Mr. McNamara, my Public Works and Industry Officer, 
Mr. W. E. Kirby, who was in Bangkok as Area Transportation Off- 
cer; with respect to procurement 1 would have discussed the matter 
with my procurement officer 

Mr. Harpy. You say you would have. I would just like to know 
if you did? 

Mr. pePavut. I am sure I did, sir. And also with my Controller 
and with my program officer. 

About five people, plus any Washington officers who would visit us 
from time to time. 

Mr. Harpy. Do you recall ever discussing it with Mr. Kirby? 

Mr. pePaut. Yes. 

Mr. Harpy. Do you recall ever discussing it with Mr. McNamara! 

Mr. pEPaut. Yes. 

Mr. Reppan. Did youever discuss it with Mr. Vaughan ? 

Mr. pePavt. I signed the contract with Mr. Vaughan. 

Mr. Reppan. Whois Mr. Vaughan? 

Mr. pePaut. Mr. Vaughan was the representative of the Hong 
Kong Transportation Co. He came to Laos to sign the contract after 
the award had been made. 

Mr. Reppan. When did you first meet Mr. Vaughan? 

Mr. pePaut. I think I met him sometime before this. 

Mr. Reppan. How long before that ? 

Mr. pePauvt. I don’t recall. 
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Mr. Reppan. Who introduced you to him? 

Mr. ppPavt. I think he attended a cocktail party at my home. 

Mr. Reppan. Did youinvite him? Or did he “crash”? 

Mr. pePavut. I believe he might have come with Mr. McNamara, 
Mr. Kirby, or S ; ; 4 

Mr. Harpy. You think that is the first place you met him ? 

Mr. pePavt. I don’t recall, sir. I may have met him before. 

Mr. Harpy. How often did you see him? 

Mr. pePaut. I saw Mr. Vaughan only—do you mean before the 
contract was issued ? int 

Mr. Harpy. Yes; I am thinking before the contract was issued. 

Mr, ppPaut. I would say once or twice. I knew that he had been in 
Laos and Bangkok. As a matter of fact I recall that Mr. Vaughan 
was seriously injured in an automobile accident in Bangkok. I think 
shortly after I met him in Laos he went to Bangkok, was injured very 
badly in a crash and spent a long time recovering the use of one arm. 

Mr. Harpy. Do you know anything about the frequency of contacts 
between Mr. Vaughan and Mr. Kirby # 

Mr. peEPaut. No, sir; I don’t. I know that they knew each other, 
that they were interested in the same general field. 

Mr. Reppan. Did you know whether or not Mr. Kirby had been 
associated in any way with the Hong Kong Transportation Co. prior 
tocoming with ICA ¢ 

Mr. pePaut. I did not. 

I knew that he had been associated with a private company that sold 
dredges. 

Mr. Reppan. What was the name of that ? 

Mr. pePavt. I don’t recall. 

Mr. Reppan. Pacific Island Shipbuilding Co., Hong Kong? 

Mr.pePavw. I don’t recall. 

Mr. Reppan. Have you ever heard of the Pacific Island Shipbuild- 
ing Co. ? 

Mr.pePaut. Only within the last few days. 

Mr, Reppan. To what extent was this decision to award the con- 
tract to Hong Kong Transportation Co. your decision, Mr. de Paul? 
And how much were you relying upon advice of others? 

Mr. pePavt. I will break it in two parts. I certainly participated 
in the decision to seek to procure these boats from an area firm, be- 
cause I thought that made sense. Timewise and moneywise, I was 
convinced that were we—— 

Mr. Reppan. Excuse me. How did you know moneywise it was 
advisable? You didn’t get bids from anybody else, did you? 

Mr. pePavt. No, not in terms of analyzing the bids, but in terms of 
a general plan of operation it seemed quite clear to me, from my own 
analysis, that a contract of several hundred thousand dollars that re- 
quires the presence in Laos of relatively high priced American techni- 
clans, would cost more than if they came from a nearby country. 

Mr. Harpy. So, actually, that contributed to the emergency more 
than the 15 days’ extension of time? 

Mr. pePaut. No, sir. We were petitioning Washington—I recall 
this distinctly--for authority to procure from area sources, because on 
my part I felt this made sense and met the situation. 
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Mr. Harpy. And they denied you the authority. They told you i 
had to be a worldwide participation; is that correct ? | 

Mr. pePaut. I believe that is what the record shows. 

Mr. Harpy. That is what it shows. And you were able to cireyp, | 
vent that requirement by putting a 15-day time limit in there on th 
submission of bids? 

Mr. pePauu. I don’t recall those circumstances, sir. 

Mr. Harpy. I wouldn’t suggest that you respond to that, but I think 
the record is clear on it. I can’t draw any other conclusion. 

Mr. pePaut. May I say this, sir. My intention at the time was no 
to circumvent any regulations, but to seek to procure these boats at the 
least cost to the U.S. Government within the shortest possible time, jy | 
order to solve another problem that was extremely serious. ‘ 

Mr. Harpy. That is a laudable objective. 

Mr. Reppan. At any time, Mr. dePaul, did you go to Hong Kong 
in connection with this matter ? 

Mr. pePaut. Yes; I went to Hong Kong with the Minister of Pyb. | 
lic Works of Laos, while the boats were under construction; and we 
visited the shipyard, we took moving pictures—— 

Mr. Reppan. Who else went with you? 

Mr. ppePaut. Mr. McNamara. 

Mr. Reppan. Anyone else? 

Mr. pePaut. I don’t recall. | 

Mr. Reppan. What was the purpose of the trip, sir? 

Mr. pePaut. My purpose on the trip was to inspect the progres | 
and to accompany the Minister. 

Mr. Harpy. That was after the contract had been awarded? 

Mr. pePaut. After the keels were laid and the boats were in the 
process of construction. This was in effect a good-will tour. It | 
served many purposes. First of all to show the Minister the actual 
construction of the boats. 

Mr. Harpy. Were you entertained by the Hong Kong Transporta. | 
tion Co. ? | 

Mr. pePaut. The Minister was, and I was with him. We wer | 
entertained at, I believe, dinner. We were taken out on a boat by | 
the Hong Kong Transportation Co. 

Mr. Reppan. A sampan ? 

Mr. pePaut. No; something like a large 36-foot boat. I am not 
sure what you call it. 

Mr. Reppan. Where did you stay when you were at Hong Kong! 

Mr. pePaut. I stayed at the Peninsula Hotel. 

Mr. Reppan. How long were you there, sir? 

Mr. pePaut. I believe I was there 3 days. Three or four days. 

Mr. Reppan. Do you know what the cost of the hotel was? 

Mr. pePaut. Yes. I paid the bill there of approximately, I think, 
around $8 or $10 a day. 

Mr. Reppan. Were you reimbursed for that bill ? 

Mr. pePavuw. Yes. I was reimbursed by the U.S. Government, 

Mr. Reppan. Did the Hong Kong Transportation Co. contribute 
anything to the cost of your trip there? 

Mr. ppPavuu. Not to my trip, except in the form of entertainment | 
for the Minister, at which we were present. 

Mr. Harpy. Was Mr. Kirby with you on that trip, or was he work- | 
ing for the Hong Kong Transportation Co. ? 
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Mr. ppPaut. He was not working for the Hong Kong Transporta- 
tion Co. at that time, and not until a considerable time after I left 


Mt do not recall Mr. Kirby was present at that time in Hong Kong. 
He may have been, but I don’t recall. — 

Mr. Harpy. Do you have any questions? 

Mr. Monacan. No, sir. 

Mr. Harpy. Do you have any ? 

Mr. Meaver. No, sir. 

Mr. Harpy. That will be all for now. Thank you, Mr. dePaul. 

Mr. McNamara, will you come up? 

You have been previously sworn, I believe. 

Mr.McNamara. Yes, sir. 


TESTIMONY OF EDWARD T. McNAMARA, FORMER CHIEF, PUBLIC 
WORKS AND INDUSTRY OFFICE, U.S. OPERATIONS MISSION, LAOS; 
ACCOMPANIED BY WILLIAM F. BECKER, ATTORNEY 


Mr. Harpy. Do you have an attorney with you today ? 

Mr. McNamara. Yes, sir. 

Mr. Becker. I am William F. Becker. 

Mr. Harpy. We are glad to have you, Mr. Becker. I don’t know 
whether you are familiar with the procedures of the committee, but 
feel free to advise your client at any time you see fit. You will not 
be permitted to offer any testimony, of course, but you may advise 
Mr. McNamara as seems desirable. 

Mr. Becker. Yes, sir. 

May I say, sir, that my appearance today is really a sort of acci- 
dental thing, because I was here on another matter when they advised 
us this morning that the committee would like to talk with Mr. 
McNamara about this particular matter. Then we conferred with 
your staff at that time. It was sort of a shot-in-the dark affair as 
far as we are concerned. 

Mr. Harpy. Go ahead. 

Mr. Reppan. Mr. McNamara, have you been present in the room 
during all the testimony this afternoon ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. You could hear what was testified to concerning 
Operation Mekong, the barges and so forth ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Do you know Mr. Vaughan, of the Hong Kong Trans- 
portation Co. ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Under what circumstances did you meet him? 

Mr. McNamara. I first met him in —e Kong in July of 1956. 

Mr. Reppan. Who introduced you to him? 

Mr. McNamara. Mr. Kirby. 

Mr. Reppan. And that is the Mr. Kirby who was the Area Trans- 
portation Officer in Bangkok ? 

Mr. McNamara. Yes, sir. 


Mr. Reppan. Transportation officer for ICA 2 
Mr. McNamara. Yes. 
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Mr. Reppan. Could you tell the committee the circumstances o Mr. | 
that meeting ? Mr. ! 


Mr. McNamara. The project to establish a river crossing had be, | 8% fal 


organized, and my best recollection is that Kirby and I went to Hon Mr. 
Kong to see what shipbuilding facilities there might be there, why Mr. : 
might be interested in- bidding on the ferries that were to be che. | that he 
structed. , some ni 
Mr. Reppan. You went up to Hong Kong with Kirby? | were th 
Mr. McNamara. Yes. | ao 

r. 


_Mr. Reppan. Was anything said to you by Kirby about the Hong Vaugh: 
Kong Transportation Co. on your way up, or at any time prior ty aug 


meeting Vaughan? Mr. | 
Mr. McNamara. I don’t believe it was prior to our meeting Mr. } 
Vaughan. >} Mr.J 
Mr. Reppan. Did Kirby know Vaughan? » Mr 
Mr. McNamara, Yes. Mr. J 
Mr. Reppan. Do you know how he happened to know him? et 
Mr. McNamara. No, sir; I don’t. i 
Mr. Reppan. Do you know whether Kirby was previously employed | =; 
by the Hong Kong Transportation Co. ? pI Mr 
Mr. McNamara. Not to my knowledge. BD i 
, a Kirby ¢ 


Mr. Reppan. He never discussed that with you? Md 
Mr. McNamara. No, sir. s 


Mr. Reppan. How did he introduce you to Vaughan? Where dij ' 4 
you meet Vaughan ? : " : 
Mr. McNamara. I believe we met in the lobby of the Peninsuk 1 
Hotel ° Mr. I 
Mr. Reppan. Was there a meeting set up to meet Vaughan there? Did s 
Mr. McNamara. Not that I know of. I mean I was not aware that Mr. i 
there was any specific meeting. | ae 
Mr. Reppan. What ! am trying to get at, Mr. McNamara, you and Mr I 
Kirby both went up to Hong Kong. You saw Vaughan in the Peni Mr] 
sula Hotel. You didn’t know Vaughan, did you 4 Mr. 1 
Mr. McNamara. No, sir. ; 8tod ds 
Mr. Reppan. But Kirby knew him? Mr. I 
Mr. McNamara, Yes, sir. | as 
Mr. Reppan. Did you ever ask him how he knew him ? Mr. 
Mr. McNamara. No. Mr} 
Mr. Reppan. What did he do; did he say, “Mr. Vaughan, come her Mr. F 
I would like you to meet somebody”? Tell us what happened. Mr} 
Mr. McNamara. Actually I don’t recall the incident. Mr. I 
I don’t recall that there was any specific appointment or meeting Mr. 3 
arranged. I think we just met there in the lobby while we were st- Mr. T 
ting there having a drink. ' Mr. } 
Mr. Reppan. Under those circumstances I think it would be fair to Mr. F 
assume that either he knew Mr. Vaughan before that time or a meeting Mr. } 
had been arranged, either one of the two. I think that is fair, dont) believe, 
you? ; ' Public | 
Mr. McNamara. I won’t quarrel with that. My impression Wis Mr. I 
that Mr. Kirby knew Mr. Vaughan, and had known him. | Works; 
Mr. Reppan. Did Kirby recommend the Hong Kong Transport: Mr. 3 
tion to you as a possible supplier of tugs and barges ? | Mr. I 


Mr. McNamara. Yes, sir. Mr. } 
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Mr. Reppan. Do you know what investigation he had made of them ? 

Mr. McNamara. No; other than Kirby was in the ship business and 
was familiar with their yard and facilities. 

Mr. Reppan. How do you know that, sir? 

Mr. McNamara. We went to the yard. Well, first Kirby told me 
that he had been a ship’s master and had been in the ship business for 
some number of years, and we went to the Hong Kong yard while we 
were there and saw the facilities. 

Mr. Reppan. Who selected the Hong Kong yard for examination ? 

Mr. McNamara. I believe we went out there after having met 
Vaughan. He invited us to look at his facilities. 

Mr. Reppan. Did you investigate any other shipbuilding companies ? 

Mr. McNamara. No, sir. 

Mr. Reppan. How long were you there, sir? 

Mr. McNamara. I believe 3 or 4 days. 

Mr. Reppan. Did you make any other trips to Hong Kong in con- 
nection with this matter ? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. About how many trips did you make, sir? 

Mr. McNamara. Probably four to six. 

Mr. Reppan. Did you take a trip there in December of 1956 with 
Kirby and Charles Miller and Alex Moore? 

Mr. McNamara. Yes,sir. 

Mr. Reppan. And the purpose of that was what ? 

Mr. McNamara. The purpose of that was to negotiate and sign a 
contract with Hong Kong Transportation to construct the ferries. 

Mr. Monacan. When was that? 

Mr. Reppan. December 1956. 

Did you go again in March of 1956, with Kirby ? 

Mr. McNamara. Yes, sir, I believe so. 

Mr. Reppan. 1957, I mean. 

Mr. McNamara. That is right. 

Mr. Reppan. And how long were you there that time? 

Mr. McNamara. I believe about the same length of time. Usually 
3tod days. 

Mr. Reppan. Where did you stay, sir? 

Mr. McNamara. At the Peninsula Hotel. 

Mr. Reppan. Did you pay your expenses on that trip ? 

Mr. McNamara. You mean the hotel bill ? 

Mr. Reppan. Yes, sir. 

Mr. McNamara. I did not. 

Mr. Reppan. Who paid that hotel bill ? 

Mr. McNamara. It was charged to Hong Kong Transportation. 

Mr. Reppan. And how about Kirby’s hotel bill? 

Mr. McNamara. I don’t know, sir. 

Mr. Reppan. Did you take a fourth trip up there? 

Mr. McNamara. Yes, sir. I went in March and then there was, I 
believe, the next trip, the trip with Mr. dePaul and the Minister of 
Public Works. 

Mr. Reppan. That was with Mr. dePaul and the Minister of Public 
Works; when was that, approximately ? 

Mr. McNamara. I believe around May or June of 1957. 

Mr. Reppan. And again you stayed there approximately how long ? 

Mr. McNamara. About the same length of time. 
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a. Reppan. And did you pay your own hotel expenses on thy 
trip ? 

Mr. McNamara. Well, I didn’t pay my hotel bill. I paid my oth 
incidental expenses, the cash expenses, but I did not pay the bil] 

Mr. Reppan. Who paid the bill? : 

Mr. McNamara. Hong Kong Transportation. 

Mr. Reppan. Do you know whether or not Hong Kong Transports. 
tion picked up any of the other bills? 

Mr. McNamara. No, sir; I do not. | 

Mr. Reppan. Did you all stay at the same hotel? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. Did you know in advance that Hong Kong Transpor. : 
tation was going to pick up the bill? 

Mr. McNamara. No, sir; I didn’t. 

Mr. Reppan. How did that come about? Can you tell us? 

Mr. McNamara. Vaughan just told me not to pay the bill when] 
left; they were going to take care of it. 

Mr. Reppan. Was anyone else present at that time? 

Mr. McNamara. No, sir. 

Mr. Reppan. Did you have a room by yourself? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. You took another trip up there about 8 weeks later 
with Kirby to check on the progress of the construction ? 

Mr. McNamara. Yes. I am quite sure there was a trip after that, 
the one with Mr. dePaul and the Minister. 

Mr. Reppan. How long were you there on that trip, sir? 

Mr. McNamara. I think about the same length of time. 

Mr. Reppan. And who paid your hotel expenses on that trip! 

Mr. McNamara. The Hong Kong Transportation. 

Mr. Reppan. Do you know whether or not they paid the expenses | 
of anyone else? 

Mr. McNamara. No, sir; I do not. 

Mr. Reppan. Approximately what was the amount of this? 

Mr. McNamara. I would say $40 to $50. 

Mr. Reppan. That would be about the approximate amount on | 
each of the times you testified about? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. On your way home in 1957, did you stop off at Hong 
Kong again? 

Mr. McNamara. Yes, sir. 

Mr. Reppan. And were you a guest of Mr. Vaughan at that time! 

Mr. McNamara. Yes, sir. 

Mr. Reppan. In his home or at a hotel? 

Mr. McNamara. At the Peninsula Hotel. 

Mr. Reppan. How long were you there at that time? 

Mr. McNamara. I think it was 3 days. 

Mr. Reppan. These negotiations with the Hong Kong Transporta- | 
tion Co. took place during what period of time ? 

Mr. McNamara. Actually I guess you would say from the sub- 
mission of the bid in September until sometime in, I believe, Febru: | 
ary the contract was signed. 

Mr. Reppan. I believe the first time you met Vaughan was in July | 
of 1956, was it not, when you went up to locate a shipyard to build 
these barges ? 
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Mr. McNamara. That’s right. 

Mr. Reppan. At that time did you receive any specifications from 
Hong Kong Transportation Co. ? 

Mr. McNamara. I don’t really recall. I think we received some 

neral kind of information, but the specifications that were finally 
used were er cae specifications, to the best of my recollec- 
tion, and they were essentially prepared by Sverdrup & Parcel. 

Mr, Reppan. Do you know whether or not those specifications were 
given to Hong Kong Transportation Co. in advance? _ 

Mr. McNamara. Not to my knowledge, sir. We discussed with 
Vaughan what it was we wanted, generally, and what kind of per- 
formance would be required. 

Mr. Reppan. In June of 1956 did Mr. Kirby give Vaughan all of 
the specifications that were available at that time? 

Mr. McNamara. I don’t really know. 

Mr. Reppan. Were you with him at all times when he was with 
Vaughan? Do you know? 

Mr. McNamara. No, sir. 

Mr. Reppan. Do you know whether or not Mr. Kirby was engaged 
in business in any way with Hong Kong Transportation Co. ? 

Mr. McNamara. Do you mean at the time we are talking about ? 

Mr. Reppan. Yes, sir. 

Mr. McNamara. Not to my knowledge. 

Mr. Reppan. Do you know of any reason why Mr. Kirby should 
have been given a check by the Hong Kong Transportation Co. ? 

Mr. McNamara. No, sir. I have no knowledge of that. 

Mr. Reppan. Mr. Chairman, I have here a certified copy of a de- 
posit slip which has been received from the Bank of America, Na- 
tional Trust & Savings Association, Market New Montgomery office, 
in San Francisco. This deposit slip shows a deposit to the account of 
W. F. Kirby on August 20, 1956, in the amount of $500. It is drawn 
on the account of the Hong Kong Transportation Co., Ltd., bank No. 
1-262. The banking records show that bank No. 1-262 is the Hong 
Kong & Shanghai Banking Corp. agency of Victoria, Hong Kong. 

I also have a certified copy of the bank record, the statement of ac- 
count for William E. Kirby, care of USOM, American Embassy, 
Bangkok, Thailand, which shows a deposit of $500 on August 20, 
1956. 

Mr. Meaper. Mr. Chairman, might I ask, is Mr. Kirby here? 

Mr. Harpy. Mr. Kirby is apparently in Hong Kong. 

Mr. Reppan. Can you tell us anything, Mr. McNamara, about the 
emergency referred to by Mr. dePaul which prevented the extension 
of time for bidding by American firms on this contract? 

Mr. McNamara. Do you mean as to a specific reason as to why there 
could not be an additional 15 days? 

Mr. Reppan. Yes, sir. 

Mr. McNamara. I don’t know of any specific reason, sir, except that 
I believe at the time we had urgent need of initiating the procure- 
ment on the particular craft to take care of our transportation problem 
of crossing the river. 

Mr. Harpy. Fifteen days wouldn’t necessarily have been critical, 
would it, Mr. McNamara? 

_ Mr. McNamara. Well, in direct answer to that question, sir, if that 
is all it got to be, “No.” 
41067—59 34 
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Mr. Harpy. Wouldn’t it have been conceivable that if by grant; 
a 15-day extension you could get some U.S. bidders that they mightie 
able to perform more quickly than a foreign bidder and that you yj ht 
actually save time ? g 

Mr. McNamara. That would be possible. TI believe my own think 
ing at that particular time was that if the Mission lost control of thy 
procurement it would get into the ICA/Washington procuremen; 
system and take considerably longer than 15 days, or maybe evep 
months. 

Mr. Harpy. Notwithstanding the fact that there was a requiremen 
that procurement in excess of $25,000 had to be approved py 
Washington ? ‘ 

Mr. McNamara. That is right, sir. 

Mr. Harpy. Actually, there was a commitment on this one before 
ICA/Washington had approved it; wasn’t there? 


t 


ee 


5 i 


Mr. McNamara. I am not absolutely certain on that. The call fo, | 


bids and the opening of bids and the handling of the procuremey; 
procedures were not under my Jurisdiction. I thought at the time yw 
‘alled for bids that the Mission had the right to immediately establish 
a contract. 

Mr. Harpy. Do you mean that when you were authorized to ¢qlj 
for proposals from suppliers you considered that authority to nego 
tiate a contract? 

Mr. McNamara. I thought that the Mission at the time we wen 
through the bid-invitation procedures had full authority to go con. 
pletely through the whole operation and establish a contract. 

Mr. Harpy. These were not fixed-price bids; were they ? 

Mr. McNamara. Yes, sir; they were. 

Mr. Harpy. Weren’t they proposals for negotiation ? 

Mr. McNamara. No; they were fixed-price bids. 

Mr. Harpy. Your bid announcement was in October—— 

Mr. McNamara. I think it was early in August. 

Mr. Harpy. Your bid announcement was August 3, and you had 
a return date of September 1. I don’t quite understand. Did you 
have a firm bid received on a fixed-price basis as of September 1? © 

Mr. McNamara. Yes; I believe we did. 

Mr. Harpy. Then what were you negotiating for in December? 

Mr. McNamara. We were not negotiating price. There were some 


questions as to the actual contractual arrangement between our pro- | 


curement adviser and Hong Kong Transportation Co. 

Mr. Harpy. When wasthe award made ? 

Mr. McNamara. The advice of an award, if you will, was made 
early in September, almost as soon as Hong Kong Transportation (Co. 
had been selected. 

Mr. Harpy. Who made that? Did you do it or did Mr. Kirby do 
it, or did Mr. dePaul do it? 
~ Mr. McNamara. I believe that—I am not clear on that, sir, but! 
believe a letter went out either over Mr. dePaul’s signature or over Mr. 
Miller’s signature to advise Hong Kong Transportation that they 
were the low bidder. 

Mr. Harpy. Do you have any questions? 


Mr. Monacan. The actual contract signing was in December 196, | 


was it not? 
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Mr. McNamara. No. I believe it was not until January or Febru- 
ary of 1957. . 

Mr. Harpy. Do you have any questions, Mr. Meader? 

Mr. Meaver. No, sir. 

Mr. Harpy. Thank you, Mr. McNamara. 

Mr. McNamara. Thank you. 

Mr. Harpy. Mr. Carl Robbins, will you come up, Mr. Robbins, 

lease ! 

Will you be sworn, please? 

(Thereupon, Carl Burton Robbins was duly sworn as a witness by 


the chairman. ) 


TESTIMONY OF CARL BURTON ROBBINS, FORMER DIRECTOR, U.S. 
OPERATIONS MISSION, LAOS 


Mr. Reppan. Mr. Robbins, I had not planned to call you today. A 
matter has come up and I think you can assist the committee on it. 
As long as you are here, I asked the chairman for the liberty of calling 

ou. : : ‘ 

Mr. Rossins. That is all right, sir. 

Mr. Reppan. The acoustics in this room are very, very bad, so would 
you keep your voice up, sir, so that the reporter and the members can 
hear you? 

Mr. Rozsrns. I shall try. 

Mr. Reppan. Please give the reporter your full name and address, 
sir. 

Mr. Rosetns. My name is Carl Burton Robbins. The address is 
Cleveland House, City. 

Mr. Reppan. And you were formerly the Director of USOM in 
Laos? 

Mr. Rozsrns. That is correct. 

Mr. Reppan. Could you give the committee the benefit of a brief 
biographical statement as to education, business experience, and so 
forth? 

Mr. Rossrns. My training was that of a professional economist. 

Mr. Reppan. What schools did you attend, sir ? 

Mr. Rozerns. Stanford and Harvard. 

Mr. Reppan. And your degreees ? 

Mr. Roserns. Bachelor of arts in economics; master of arts in eco- 
nomics; I passed the CPA in California; I went to Europe to get 
fluent in French and German. 

Mr. Reppan. Could you give us atime check on that? 

Mr. Rosgrns. I entered Stanford in 1921, class of 1925. I got 
through, however, and got the B.A. in 3 years. In the first 4 years 
I got the M.A., too. I had passed the California examinations for 
accountancy, and I was a member of the faculty during the first 4 
years. 

Mr. Reppan. What companies were you associated with immediately 
prior to coming with ICA ? 

Mr. Roesrns. I had been associated with several because I have 
done both consulting and what might be called emergency active man- 
agement of several near-bankrupt corporations which I only carried 
on long enough—having always been called in by the banks—to help 
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nurse the corporations back into the black to a point where the banks 
could be paid off. There were a whole series. 

Mr. Reppan. Were you ever employed by any company other thay 
in an advisory capacity ? 

Mr. Rossins. Yes. 

Mr. Reppan. Were you connected with a candy company ? 

Mr. Rossrns. Yes; I was consultant for a candy company, too, 

Mr. Reppan. What company was that and during what period? 

Mr. Rossins. That was the second largest in the country. 

Mr. Reppan. What company was that, sir? 

Mr. Rogetns. Chase Bunte Bros. Candy Co. 


Mr. Reppan. Where were you employed immediately prior to going 


to work with ICA? 

Mr. Rossins. At that point it was Chase, before I came with ICA. 

Mr. Reppan. Under what circumstances did yo go with ICA? 
How did you happen to become associated with ICA ? 

Mr. Rossins. Well, I had been doing this sort of rather hectic work, 
taking over the near-bankrupt operations, for a long time. I had 


good luck, I guess; was always pleased with it or they couldn’t hay | 


come out like they did and the banks got paid. But I was a littl | 


tired of it and I had been interested for years in Sarr problems, 
As a matter of fact, after I got the M.A. degree from Harvard | 
returned for the doctorate and took it at Stanford and became a mem. 


ber of the faculty again. I tanga the first course they gave in con. | 


temporary economic problems. 
depression in the thirties. 

Mr. Reppan. How did you become—— 

Mr. Rogsins. I got into Government service then and I enjoyed it, 
I was chief economist, U.S. Department of Agriculture, for 6 year, 
during the depression. I just decided that I would enjoy a little more 
Government service. I talked it over with the family and they wer 
agreeable to it. They are good people; they didn’t mind the vidi 
in income. 

Mr. Reppan. How did you happen to get in touch with ICA? 

Mr. Ropsins. As a matter of fact, just after I had been discussing 
the possibility with the family, the feeling of the threat of communism 
was the greatest problem in the world today, and I thought I would 
have a look at it, to do anything I could. 

The Louisville Courier Journal, which is the only morning paper in 
Louisville, where I had my permanent home, had a little news article 
on the first page about 2 days after I discussed this with the family 
saying that there was a man arriving the next day from Washington— 
he was from the Department of Commerce—who was soliciting services 
of several categories, including economists, for foreign-service work. 
I dropped in to see him to see what it was. I found that actually he 
was trying to get men for both the Department of Commerce and was 
acting on a joint effort to get them for the Department of State, too. 

Mr. Reppan. And as a result of that you became Mission Director! 

Mr. Rogsprns. That is right. 

Mr. Reppan. There are some other parts of that I would like to 
develop a little more, perhaps tomorrow, Mr. Robbins. 

Mr. Meaner. What time was that? What year? 

Mr. Harpy. When did you become employed by ICA? What was 
the date of it? 
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Mr. Ropers. I was appointed, as I recall, on June 6, 1957, and then 
gent to the orientation. 
Mr, ReppaNn. About 6 weeks of orientation? beg 
Mr. Rogsrns. Just about. I arrived in Laos on July 18, I think it 


ur ReppaNn. Have you been here all afternoon, Mr. Robbins? 

Mr. Ropprns. I have been here since just before 2 o’clock. 

Mr. Reppan. Have you heard all of the testimony which preceded 
you with respect to Kirby ? , 

“Mr. Rossins. I have heard more than half of it. It wasn’t too 
audible where I was sitting at that table. ‘ 

Mr. Reppan. I have here a photostatic copy of a letter dated Novem- 
ber 5, 1957, addressed to you by Mr. Kirby. I would like you to look at 
it, sir, and tell me whether you have ever seen that letter [handing 
letter to the witness]. 

Mr. Rosprns. Yes; I recall the letter, and I answered it. 

Mr. Reppan. What is that letter about, sir ? 

Mr. Rossrns. He is requesting—— 

Mr, Reppan. It is from Kirby to you? ee 

Mr. Rosstns. Yes. Kirby was the head, Transportation Division, 
when I arrived in Laos. He was at this time offered these two posi- 
tions he states—one of which was in Hong Kong—and asked if there 
was any objection on the part. of the Mission. 

Mr, Reppan. What was the name of that company, sir? 

Mr. Rossrns. I think he was employed by the Hong Kong Trans- 

ortation Co. But this letter refers to a Henderson Trippe, Ltd., of 
Hong Kong. : E ; 

Mr. Reppan. I believe there is a firm name given just before that? 

Mr. Ronsrns. Yes. The other firm that he refers to is the Pacific 
Island Shipbuilding Co., Hong Kong, a division of the Hong Kong 
Transportation Co. 

Mr. Reppan. The date of that is what? 

Mr. Rogprns. November 5, 1957. 

Mr. Reppan. And the purpose of the letter is to ask you whether 
or not there would be any conflict of interest if he goes with the Hong 
Kong Transportation Co. ? 

Mr. Rossins. That is correct. 

Mr. Reppan. And what did you do with that letter? 

Mr. Rosprns. I answered it. I am sure a copy of my reply is in 
the files. AsI recall I wished him well. 
ott oot Do you know whether or not you referred this to 

8. & 1? 

Mr. Rosstns. Are you asking, do you mean to have him checked for 
security risk ? 

Mr. Reppan. No; to determine whether or not there would be any 
violation of ICA procedures if he accepted an appointment with the 
Hong Kong Transportation Co. 

Mr. Rosstns. No; I don’t recall having taken the trouble to make 
the contact with the P.S. & I. agent who served the region of which 
Laos is a part, because—his name, William Kelly was the agent, was 
stationed in Bangkok. 

Mr. Reppan. Do you know whether or not Kirby subsequently 

me employed by the Hong Kong Transportation Co.? 
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Mr. Rossrns. I was told that he had before I left Laos. 
Mr. Reppan. In this letter to you from Kirby with a copy of a lettey 
to Colonel Syran, he requests that you advise in writing whether you 


tion to that, sir? 

Mr. Rossrns. No. 

Mr. Reppan. Do you know what the ICA regulation is concerpiy 
employment of ICA personnel by outside firms? : 

Mr. Roserns. No, I really don’t. 

Mr. Harpy. Do you have any questions? 

Mr. Meaver. Mr. Robbins, you said that you were advised befor 
you left Laos that Mr. Kirby had been employed by the Hong Kong 
Transportation Co.? 

Mr. Rossrns. Yes. 

Mr. Meaper. When did you leave Laos? : 

Mr. Rossrns. I left Laos January 19, as I recall, 1958. 

Mr. Mraper. So you were only in Laos about 6 months? 

Mr. Rosgerns. That is correct, 6 months and 1 day that I recall, | 
however, about a full month to visit Washington. I left Laos to. 
ward the end of September 1957 and got back there the end of 
October. 

Mr. Meaver. So with the exception of the month of October you 
were there continually from July 1957 to January 1958. Were yoy 
aware of negotiations underway for the purchase of ferries from the 
Hong Kong Transportation Co. ? 

Mr. Rossrns. Those purchases had been made 

Mr. Meaper. They had been consummated. 

| 


have any objection to his joining the firm. Did you have any objec. | 





Mr. Rosrtns. And the ferry equipment, the pushers, and barges, 
had been delivered when I arrived. 

Mr. Mraper. Were you aware of any part that Mr. Kirby had 
played in that transaction ? 

Mr. Rossrns. No. I wasn’t aware that he had played any part, 

Mr. Reppan. Mr. Chairman, with your permission I would like 
to read the letter of November 5, 1957, which was sent to Mr. Robbins 
by Mr. Kirby. 

Mr. Harpy. Go ahead. 

Mr. Reppan (reading) : 


DEAR Mr. Rossins: I have given further thought to your considerate advice 
concerning my employment prospects and have decided that in view of my 
rather static earnings it will be best for me to give consideration to private ' 
employment. 

In the belief that I can employ my knowledge of this area to best advantage 
by associating myself with a firm established in the supply of floating equipment 
I have decided to open negotiations with two firms whom I knew before I joined 
MSA in 1952. The names of these two firms are: (1) Pacific Island Shipbuild 
ing Co., Hong Kong (a division of Hong Kong Transportation Co.) ; (2) Het 
derson Trippe, Ltd., Hong Kong. 

I will appreciate it if you will advise me in writing with a copy to Colond 
Arthur G. Syran, Director of Transportation, ICA/W, of your objections, if any, } 
to my joining either of these firms should I choose to do so. 

I am sending a copy of this letter to Colonel Syran. 

With best regards, 

W. E. Krrsy, 
Area Transportation Adviser. 


Did you ever inquire of Mr. Kirby as to how he knew these two | 


firms or in what connection he knew these two firms prior to coming 
with MSA in 1952? 
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Mr. Rossrns. No; I didn’t inquire. I didn’t have any reason to, 
that I can recall. eae set 
Mr. Harvy. Mr. Robbins, did you recommend two individuals as 
our deputy while you were Mission Director ? 

Mr. Roserns. Yes, sir. ; eee 
Mr. Harpy. Can you tell the committee who those individuals were ? 
Mr. Rossrns. Yes; the background was that we needed someone 
rather urgently and had a meeting with two of our men who were well 
acquainted with the staff, having been there for 2 years. They went 
over the possibilities of some of them and we came up with two names. 
Mr. McNamara as the head of the division, the largest operation in 
the mission, that is public works, was thought to be energetic, a 
friendly, average-type man who got things done, and who was get- 
ting along well with everybody, including the Minister of Public 
Works, Mr. Tiao Souk. 

The second choice was Mr. Kirby, on the basis of the fact that I was 
told that he had had longer service in southeast Asia for ICA than 
any other employee, and probably knew more about its problems, 
especially because he had been working on the original cooperative 
transportation plans for four countries interested. 

Mr. Harpy. Neither of them was selected ? 

Mr. Rossrns. No. In my ignorance—I was called back to Wash- 
ington, I had prepared a monetary-reform program for the country 
of Laos, which I proposed as a solution to a lot. of very serious head- 
aches that I found there, and when I was asked to discuss personnel 
I told them that I thought we should have someone that could get 
right into action because we were so short handed then; there were 
so many crises coming up from week to week in the operations. 

And so I had talked it over with Mr. Monroe Burk, who was 
head of the economic division, and with Mr. Roland Cote, who in 
desperation for help I had appointed as an official assistant to myself. 
When I proposed the two names here in Washington I might char- 
acterize it as having felt as though I had tossed two hats into the 
ring which bounced right back out because they told me, of which I 
had not been informed before, that ICA had a general policy of 
refraining from promoting in any USOM a department head to 
become a deputy director or director for what seemed to me like the 
good reason that it might create jealousy and resentment. It is like 
getting lack of cooperation subsequently from other disappointed 
heads who would feel that they had been overlooked. 

Mr. Harpy. Did you get a deputy at all? Did they give you a 
deputy ? 

Mr. Rogers. No, sir; I am sorry to say. 

Mr. Harpy. Thank you, Mr. Robbins, very much. 

Mr. Keating, Mr. Reddan seems to think that maybe we can clear 
up one or two items that we want to get you to testify on. You have 
been previously sworn ? 

Mr. Kreative. Yes, sir. 


y 
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TESTIMONY OF CHARLES N. KEATING, DIRECTOR, OFFicg 07 
PERSONNEL SECURITY AND INTEGRITY, INTERNATIONAL, qy, 


OPERATION ADMINISTRATION 


Mr. Reppan. Mr. Keating, I have here a copy of a letter data 
November 18, 1957, from Kirby to you. I ask you if you will tak 
a look at it and tell me whether or not you are familiar with thy 
letter ? 

Mr. Keatrne. Yes. 

Mr. Reppan. That is a letter from Kirby to you requesting What, 
sir, in general ? 

Mr. Kearine. He is asking that we take up with the General | 
Counsel the question as to whether or not he would violate any agency | 
regulations in the event that he would negotiate for a job with eith 
of two companies. 

Mr. Reppan. And did you take that up with him? 

Mr. Kerattna. Yes. 

Mr. Reppan. What decision was reached ? 

Mr. Keatine. The decision reached was that on the basis of the | 
representations made by Mr. Kirby he would not be in violation o | 
any ICA regulations if he should so negotiate with either of thos | 
companies. 

Mr. Reppan. Were any of Mr. Kirby’s representations checked 43 
to their truthfulness or accuracy ? 

Mr. Keatine. Yes; there were checks made with the people who 
were available and who knew most about his activities in the area, 

Mr. Reppan. I call your attention to the second paragraph m 
page 2 and ask you if you will read that, sir? 

Mr. Krarttne (reading) : 

In the main, the work which I have done has been directly concerned with 
the planning and conduct of transportation operations rather than the planning | 
of facilities and procurement thereof. For this reason I have not had direc | 
responsibility for projects other than study projects in the field of my activity, 

Mr. Reppan. As I understand that paragraph, he is representi 
to you that he had nothing to do with procurement of the ferries an 
the barges; is that correct? 

Mr. Keattna. I don’t think any thing is said about ferries or barges 
here, but 

Mr. Reppan. He is talking about his employment with Hong Kong | 
Transportation, or possible employment, is he not ? 

Mr. Keatina. Yes. 

Mr. Reppan. And the only dealings he had with them was in con- 
nection with the purchase of eee and tugs, was it not? 

Mr. Keattne. Well, from the testimony today, yes. At the time! 
received this I was unaware of any negotiations that he had with them. | 

Mr. Harpy. That is just the point, Mr. Keating. So far as that 
section is concerned, we want to establish whether or not your office did | 
anything to determine the accuracy of the statements in the letter. | 
That one area is the key point, I believe, as to the os of his ae- 
cepting or seeking employment with Hong Kong Transportation Co, | 
isn’t it ? 

Mr. Knatrne. Yes; the fact that he was a transportation man, i 





area transportation man. 
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Mr. Harpy. Didn’t the fact that he was a transportation man, and 
this was a transportation company that he was preparing to seek em- 

loyment with, indicate to you that you should inquire as to whether 
or not he might have been the key negotiator on that contract? 

Mr. Kzatrne. I believe that Colonel Syran was talked to by one of 
my men, and I think Carter dePaul was also talked to as to the exact 
nature of Mr. Kirby’s duties as regional transportation man at 

ok. 
eins. Do you know whether or not he was the principal nego- 
tiator on that particular contract ? 

Mr. Keattne. All I have heard is that he was not. I understood 
Mr. Carter de Paul stated that he was the principal negotiator. 

Mr. Harpy. I didn’t get that impression. 

Mr. Keattnc. The principal force back of it, let me put it that way. 

Mr. Harpy. In the Government the fellow who has the title seems 
tobe the principal force. However, I didn’t get the impression from 
Mr. de Paul’s testimony a while ago that he did any negotiating on 
his. 

Mr. Keatrne. In answer to your question, I do not know that Kirby 
was the principal negotiator on that contract. I did not know it then, 
nor do I know it now. 

Mr. Harpy. Do you know who was? 

Mr. Keattna. No, other than what testimony I have heard here 


ay. 

Mr Reppan. If Kirby had been the negotiator on that contract, 
would that have influenced the decision with respect to the possible 
conflict of interest ? 

Mr. Keatrne. No; it would not. In other words, had he negotiated 
a contract with the Hong Kong Transportation Co., it would not in 
itself preclude him from obtaining employment with them at a later 
date. There would be certain restrictions that would be placed upon 
him in the making of claims or representations on suenathion that he 
did while employed with ICA. But per se, I would not say that that 
would make a conflict of interest. 

Mr. Reppan. It apparently bothered him, because he went to the 
trouble of telling you he didn’t have anything to do with procure- 
ment, when, as a matter of fact, I think it has been shown rather 
clearly here today that he did. It bothered him, but you say it 
wouldn’t bother you had he told you that he had been involved in 
procurement with Hong Kong Transportation. 

Mr. Krattne. Had he told me, then we would have checked to see 
what dealings he had with them. 

Mr. Harpy. You didn’t consider that you had any responsibility to 
make any determination other than to accept his word there and to 
make a superficial check ? 

Mr. Keatinc. And discuss it with our General Counsel’s office for 
their views. 

Mr, Harpy. Maybe that is right. I don’t know about the legality 
of s I know it raises some very strong questions of ethics in my 
mind. 

Mr. Reppan. Have any changes taken place in the ICA manual 
since the date of that letter which at the present time would preclude 
him from taking the position ? 
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Mr. Keatina. I believe not. 

Do you know of anything, Mr. Grant, any changes in our manual! 

Mr. Grant. I don’t know of any along this line. 

Mr. Harpy. An employee in the field could negotiate a Contract 
and then immediately thereafter seek employment with the firm With 
whom he had just negotiated a contract, without Violating ay 
procedures ? ’ 

Mr. Kearine. Yes; he would be violating if there was a pendi 
contract with Hong Kong Transportation at that time, but we en 
told there was none pending nor none contemplated. 

Mr. Harpy. Suppose it had just been completed ? 

Mr. Keatine. If it had just been completed ? 

Mr. Harpy. Yes. 

Mr. Keating. Nothing pending before the agency. 

Mr. Harpy. That is right. 


Mr, Keatinc. I would say on that set of facts alone it would not | 


be a conflict of interest. 

Mr. Meaper. I was about to ask, Mr, Keating, whether there ap 
any regulations referred to in your reply to Mr. Kirby that relate tp 
this question ? 

Mr. Keatrrne. Yes. In reply to the letter it said: 

Your attention is particularly directed to section II-1 of ICA Manual Orde 
460.3 which is set out as follows: 

“No ICA employee, for 2 years after termination of his employment with ICA, 
shall represent any nongovernmental interest in any manner whatsoever inyoly. 
ing any subject matter directly connected with which he was so employed o 
performed duty, in which the United States is interested, directly or indirectly, 
whether as a party, as an enforcement agent, or otherwise. No ICA employee 
Shall transact business with a former ICA employee whom he knows to be 
violating this rule.” 


Mr, Harpy. I certainly am not. going to get into & question as to 
whether the regulations are wrong, but I think all of us can see the 


possibility in this kind of a situation if a man is given a pretty free | 


hand in negotiating a contract. He is in a position to have a little 
side consideration of employment if he so desires. 

Mr. Meaper. Mr. Keating, has this type of request made to youby 
Mr. Kirby on November 18, 1957, been made by other employees con- 
templating retiring from ICA? 

Mr. Keartine. Yes. 

Mr. Meaper. Is it quite a common practice to write into your office 
to find out if their contemplated employment is OK with ICA? 

Mr. Kearinc. I think we probably get 8 or 10 a year. Some we 
find the conflict does exist and they are so advised. Others have 
written in, I think out of an abundance of caution, and they wanteda 
legal ruling on it, and I think some of the employers wrote letters at 
the insistence of their prospective employees, to see if there would be 
any problems. 

Mr. Meaper. Let me ask you about those cases where an employe 
is contemplating accepting employment in an area where he has served 
as a Government agent with a firm which has done business with the 
agency with which he was connected, and there might be some possi- 


— 


bility that his employment was because of some consideration that | 


he had given to the dealings of that company with the agency while he 
was so employed. 
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Mr. Keattne. I think that your poe officer, for instance— 
they normally do the buying—nearly everyone of them may have had 
dealings with General Motors for instance, or some company of equal 
ji. To suspect that there is something wrong in every case where 
ye later learn that an employee went with a General Motors subsid- 
jary, or its headquarters, would take a lot of ee Mr. Meader. 

Mr. Meaver. I was thinking more in terms of Mr. Kirby’s case. 
You weren’t aware at the time you got this letter that Hong Kong 
Transportation Co. had been doing business with ICA ? 

Mr. Keatine. No. 

Mr. Meaper. You didn’t know that? 

Mr. Keatine. No. 

Mr. Meapver. And there is nothing in his letter that revealed it? 

Mr. Keatrnc. No. I think he mentioned in an enclosure which 
we got, apparently from Colonel Syran, that he had known both of 
those companies before he went to work for MSA, I believe he said, 
in 1952. j i ated ‘ 

Mr. Meaper. And your inquiry within the agency here in Wash- 
ington didn’t disclose that Hong Kong Transportation Co., his pros- 
pective employer, had recently done business with ICA? 

Mr. Keatinc. Let me look at a memo here and I will see. 

While I see that Mr. Syran and Mr. dePaul were interviewed, no 
mention is made in the course of their interviews apparently about 
this previous contract. 

Mr. Meaper. You mean your investigator interviewed both Mr. 
dePaul, the former Director of the Mission, and Mr. Syran, and failed 
to discover that one of the companies mentioned in Mr. Kirby’s letter 
had recently done business with ICA ? 

Mr. Kzatine. If they mentioned it, it is not recorded in this memo, 
and I gather it was not mentioned in the course of those interviews 
that ICA had a contract. 

Mr. Meaper. It would be natural for your investigator to show the 
letter from Kirby, wouldn’t it? Didn’t that reveal that he was con- 
templating going with one of these companies ? 

Mr. Krattnc. You mean the letter would have been shown to Mr. 
dePaul ? 

Mr. Mraper. Yes. 

Mr. Keattne. Oh, yes; I am sure that these letters were discussed 
with Mr, dePaul and Colonel Syran. 

Mr. Harpy. Maybe it isn’t in point, but it does seem to me that 
Kirby’s connection with this contract would have been pretty easily 
ascertainable if you had just taken a glance at the files. A moment 
ago you said you didn’t know that Kirby had a responsibility for 
or was a Major participant in the negotiations of the contract. 

I think if you had referred to the file you would have learned that 
this was an area transportation matter, Mr. Kirby was the area trans- 
portation officer, and I think you would have determined that Mr. 
Kirby did have a responsibility and a major responsibility in connec- 
tion with this negotiation, rather than the Mission Director. 

Mr. Keattne. No file that I was aware of, Mr. Chairman. 

Mr. Harpy. Were you aware of any files in existence that would 
have given you any information about the matter? The whole thing 
seems to me to indicate a rather loose sort of operation. Maybe that 
isthe best you can do; I don’t know. 
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Mr. Meaper. Who in your office made this inquiry, this inyeg: 
gation ? . 

Mr. Keatine. Mr. J. Maxwell Dickey. 

Mr. Mraper. Is Mr. Dickey still with you? 

Mr. Keating. Yes, sir. 

Mr. Meaper. And that is his memorandum ? 

Mr. Keatine. That is correct. 

Mr. Monaean. If you had been aware of the fact that there Was 
some misrepresentation as to the previous activities there, it certain] 
would have changed your attitude on this question, would it not?’ | 

Mr. Keatina. It would have changed it sufficiently for us to ge | 
pe facts on the activity and present them to the General Counsel | 
office, yes. 

Mr. Harpy. Do you have anything further? 

Mr. Reppan. Just one other oe 

Mr. Keating, do you know w 
hibits contract employees of ICA from taking employment with » 
company with whom they have done business on behalf of ICA? Jy 
other words, does the MO provision you just read apply to contrac | 
personnel as well as ICA personnel # 

Mr. Keatina. No; this states “no ICA employee.” | 

Mr. Reppan. And you know of no other regulation which would | 
cover the situation I have just described ? 

Mr. Keatine. No regulation, but I think that the contracts noy 
have certain provisions in them as to what contract employees can do, 
I think it was what Mr. Grant was going to submit to the committee, 

Mr. Harpy. Thank you, Mr. Keating. 

Mr. dePaul, let me ask you a couple of questions. 


FURTHER TESTIMONY OF NICHOLAS CARTER dePAUL, Jr., DEPUTY 
ASSISTANT TO THE DIRECTOR FOR LIAISON, INTERNATIONAL 

COOPERATION ADMINISTRATION (FORMERLY DIRECTOR, US 
OPERATIONS MISSION, LAOS) 


. Mr.pePaut. Yes, sir. 

Mr. Harpy. This was an area transportation matter rather than 
strictly mission transportation matter, I take it? 

Mr. pEPavuL. Not in terms of responsibility, sir. 

Mr. Harpy. As Mission Director you had the responsibility? 

Mr. pePaut. For the procurement, for contracts. The planning 
of a system was an area matter. But the execution of seal opera 
tions, procurement, installations, was to the best of my knowledge, at 
least in this case, a matter of separate Mission responsibility. 

Mr. Harpy. Do you have personal knowledge of the extent to which 
Mr. Kirby participated in the negotiations? 

Mr. pePaut. No, sir, I don’t. I can say this, that the responsible | 
officer, as far as the Mission’s technical division is concerned, my 
project manager for any public works project was Mr. McNamara 
In executing his responsibility with respect to the specialized pro- 
curement operation, he would work with the procurement officer. 
With respect to area transportation matters he would call upon the 
area transportation officer. But he was the responsible officer. 

Mr. Harpy. This is a little broader proposition than the rank and 
file of projects that would fall under his cognizance, isn’t that correct! 
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Mr. pePauw. I wouldn’t say broader. This is a fairly small project. 
Mr. Harpy. I am not talking about the size in terms of dollars or 
This was a ferry that connected two different countries ? 

Mr.ppPaut. Yes, sir. It came under our regional plan. 

Mr. Harpy. It connected Thailand with Laos? 

Mr, pePauL. Yes, sir. 

Mr, Harpy. And Thailand had an interest in this the same as Laos 

id? 
pePau. Yes, sir. 

Mr. Harpy. It was financed under your Lao program ? 

Mr. pePauu. Yes, sir. The ramp on the Thai side however was 
financed under the Thai program. : oe 

Mr. Harpy. It could not be very well handled as a single Mission 
proposition in its entirety because you did have facilities on the Thai 
side and you had a connection by barge and tug from one country to 
nother country which made it necessary to bring the other country 
into account ¢ 

Mr. pePaut. Yes,and we did that. But that is in terms of planning 
and negotiation. When it comes to executing the project, the Mission 
Director in Laos signs the documents, signs the contract, and it was 
ourresponsibility to execute the procurement. 

Mr. Harpy. Do you want this committee to understand that at 
no time was Mr. Kirby called upon by the Mission to perform oper- 
ating functions ? } 

Mfr. pePauu. I would call his functions advisory. Since he had a 
special knowledge of floating equipment I think he was called upon to 
avery great extent. He would be the logical man in the area to advise 
onmatters of this kind in terms of experience. 

Mr. Harpy. As a matter of fact he could have overriden Mr. Mc- 
Namara in the selection of a contractor, couldn’t he? 

Mr.pePavut. This could have happened. 

Mr. Harpy. Of course it could. 

Mr. pePaut. I heard of no conflict. I believe they were working 
very closely together with Sverdrup & Parcel in terms of design, speci- 
fications, what kind of ferries. We had quite a few complex problems. 

Mr. Harpy. You just heard the testimony from McNamara that the 
specifications were performance-type specifications ? 

Mr.pePaut. Yes, sir; I am aware of that. 

Mr. Harpy. Presumably it wouldn’t have been too hard for some- 
body to have written those to apply to the original program agreement 
which was canceled ? 

~* pePaut. They were written by Sverdrup & Parcel, as I under- 
stand it. 

Mr. Harpy. That is what I understand, too. But it wouldn’t have 
made any difference. It is a relatively simple matter, as contrasted to 
detailed plans and specitications, isn’t it, to come up with a perform- 
ance-type specification? That is a little different ? 

_ Mr. pePaut. I would say, sir, that the specifications for these units 
in Taos in that Mekong River at this time did not constitute a simple 
natter., [thought it was very complicated. 

Mr. Harpy. We are not going to get into the question of whether 
or not it was simple. I think that you know the point that I was 
making, and I believe that you have been associated with this kind of 
work long enough to know that there is a vast distinction between 
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performance type specifications and the customary detailed specific, 
tions which are sometimes employed in governmental contracts, 

I think there is a very wide difference, and I hope you don’t Want 
to leave the impression that the committee wouldn’t be able to unde. 
stand the difference between them. 

Mr. pePaut. No, sir. I would like to leave the impression that | 
as Mission Director, and as a layman in these matters, relied to ‘ 
extent upon the specifications drawn by Sverdrup & Parcel, 

Mr. Harpy. That isn’t at issue at all. 

Mr. pePaut. Thank you, sir. 


a large 





Mr. Meaper. Mr. dePaul, is it true that you relied also on My | 


Kirby’s specialized knowledge of transportation in this area? 
Mr. pePavut. Yes, sir. I encouraged Mr. McNamara to consqit 


with, to draw upon Mr. Kirby’s knowledge and _ position to help him, | 
Mr. Meaper. You were aware when the deal was made with thy 


Hong Kong Transportation Co. that Mr. Kirby had participated ye 
actively in the planning and the arrangements which resulted in thejp 
making the sale to the Mission ? 

Mr. pePavut. I was certainly aware that Mr. Kirby was yer 
definitely participating. I was not aware in specific detail of the m. 
ture of his participation. 

Mr. Meaper. When Mr. J. Maxwell Dickey called on you on ke. 
half of Mr. Keating’s office, did you mention to Mr. Dickey that Mr, 
Kirby had had some participation in this negotiation leading up to 


a 
| 


| 


the transaction between Hong Kong Transportation Co. and the | 


Mission ? 

Mr. pePavt. Sir, Mr. Dickey never called upon me to interview me 
in this connection, nor did he show me the letter. I do recall that in 
Mr. Keating’s outer office—it was then I believe Mr. Naughten’s of. 
fice, the P.S. & I. headquarters—I met Mr. Dickey casually in the ante- 
room. He asked me a few questions about Mr. Kirby and about Laos. 
We had perhaps a 5-minute conversation. To the best of my recolle- 
tion—I think this is plausible—I certainly seemed to recall mention- 
ing to Mr. Dickey that Mr. Kirby had been connected with, partici- 
pated in, the purchase of ferries and barges from the Hong Ko 
Transportation Co.; if that is the name he gave. If he had mention 
Pacific Isle I would not have known of the connection. But I—I an 
trying to recall this—if he had mentioned Hong Kong Transporta- 
tionI would certainly have been in a position to advise him that Mr. 
Kirby was one of several people who negotiated or participated in 
the procurement of these ferries. I believe I did so. I am not sure, 

Mr. Meraper. You leave the impression with me that you and 
Dickey were just having a sort of casual conversation ; that he didn't 
officially take up with you this request of Mr. Kirby’s for clearance 
to go to work for the Hong Kong 

Mr. pePaut. That is my recollection, sir. He did not call me 
and ask for an interview and show me documents. He saw—he 
knew who I was, and said, “May I ask you a few questions about 
Mr. Kirby?” I said, “Certainly.” We had the conversation. It 








may have been sufficient for his purpose. He may have intended to 


callme. This may have taken care of it. 

Mr. Mraper. But you have no specific recollection that the pros 
pective employment of Mr. Kirby with the Hong Kong Transports 
tion Co. was mentioned ? 
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Mr. pePAUL. To the best of my recollection it was. I am not 
bsolutely sure. I would think that if the subject came up we cer- 
isinly would have discussed that aspect. 

Mr. Meaver. I am trying to separate your speculations of what 
night have been and what would naturally have happened from your 
specific recollection of an occurrence, if we can do that. ; 

Mr. pePaut. My impression, sir, is that we did discuss this. I 
amnot absolutely certain. 

Mr. Maver. You discussed it and you told Mr. Dickey that Mr. 
Kirby had participated in some way in the negotiations of a trans- 
action between the Hong Kong Transportation Co. and the USOM? 

Mr. pePaut. My only hesitancy is in terms of whether Mr. Dickey 
brought in the name of Hong Kong Transportation. If he had, I 
would have certainly been in a position to tell him of the connection, 
and I would have done so. oe 

Mr. Mzaper. But you just completed testifying—I know you said 
‘impression’ rather than “recollection”—that that name was men- 
tioned in your conversation. 

Mr. pePaut. That is the best recollection I have, sir. 

Mr. Meaper. Then you say you would have told Mr. Dickey of this 
connection that Mr. Kirby had with the Hong Kong deal, the Hong 
Kong Transportation Co. deal ; is that right ? 

Mr. pePavut. If he had mentioned this name, I certainly would 

ve. 

Mh Meaper. And you testified you had the impression that he 
did mention the name ? 

Mr. pePavu.. That is my impression. 

Mr. Meaper. But you won’t testify that you did do what you said 
you would have done and told Mr. Dickey the connection between 
Kirby and Hong Kong? 

Mr. pePau. Sir, may I plead this was a 5-minute conversation 
entered into about a year ago, and I am not certain that I recall 
exactly what we said. ‘To the best of my recollection Dickey men- 
tioned the name Kirby, he mentioned Laos, he said “Do you know 
Kirby in Laos?” I said, naturally, “I do know Mr. Kirby.” If 
he said “What was his capacity?” I would have said—I probably 
did say, “Area transportation officer working out of Bangkok, visit- 
ing in Laos.” And I was certainly in a position to volunteer the in- 
formation. I had the information that Mr. Kirby was involved in 
this transaction. 

Mr. Meaper. Did you know why Mr. Dickey was asking you these 
questions ? 

Mr. pePaut. Yes, he told me, I recall this, he did tell me that 
Mr. Kirby was seeking private employment. 

Mr. Mraper. Did he, in that connection, mention the Hong Kong 
Transportation Co. ? 

Mr.pePaut. My impression is that he did. 

Mr. Meaper. We are back to that impression again. 

Mr. Harpy. Let the subcommittee stand adjourned, to reconvene 
at 2 o'clock tomorrow afternoon. 

(Thereupon at 4:58 p-m., the subcommittee was adjourned, to 
reconvene at 2 p.m.,on April 14, 1959.) 
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UNITED STATES AID OPERATIONS IN LAOS 


TUESDAY, APRIL 14, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 
The subcommittee met at 2 p.m., at the George Washington Inn, 
Hon. Porter Hardy, Jr. (chairman of the subcommittee) presiding. 
Members present : Porter Hardy, Jr., John S. Monagan, and George 
eader. 
cae present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr. counsel; Miles Q. Romney, counsel; Walton Woods, staff investi- 
gator; and Phyllis M. Seymour, clerk. 
Mr. Harpy. Let the subcommittee come to order. 
Let the record show the presence of Mr. Monagan and myself, con- 
stituting a quorum under committee rules. 

Yesterday we had some discussions concerning the investigation 
which was conducted, I believe by Mr. Dickey of the P.S. & I. Section. 
Mr. Dickey, will you come forward, please. Will you be sworn? 

(Sworn by Mr. Hardy.) 


TESTIMONY OF J. MAXWELL DICKEY, INSPECTOR, INSPECTIONS 
DIVISION, OFFICE OF PERSONNEL SECURITY AND INTEGRITY, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Reppan. Mr. Dickey, did you conduct any investigation as to 
a possible conflict of interest in connection with the employment of a 
William E. Kirby by the Hong Kong Transportation Co. # 

Mr. Dickey. I did. 

Mr. Reppan. And who assigned that matter to you? 

— me, first for the record, would you give your full name and 
ress, 

Mr. Dickey. J. Maxwell Dickey—D-i-c-k-e-y—3508 Astoria Court, 
Kensington, Md. 

Mr. Reppan. What is your present employment, sir. 

Mr. Dickey. Inspector in the Inspections Division of the Office of 
Personnel, Security, and Integrity, ICA. 

Mr. Reppan. How long have you been so employed ? 

Mr. Dickey. Since June of 1953. 

Mr. Reppan. Had you had any investigative experience or training 
prior to going with ICA ? 

Mr. Dickey. I had. 

Mr. Reppan. In what connection? 
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Mr. Dickey. I became a member of the bar in 1936. From 1938 ; 
1941 I did private investigative work for the Copper & Bragg Mil 
Products Research Association, handling the investigation of a numb 
of Government contracts for that firm. ; 

In 1948 I was on the staff of the Senate Investigations Committee ys 
an investigator. 

From 1948, lapping over into 1949, on the staff of the Senate Small 
Business Committee as a consultant investigator. 

I went with the Office of Special Investigations of the Air For 


ce fr 
1949 to 1951. e 


I was in charge of a division of enforcement in the Office of Prig | 


Stabilization from 1951 to 1953, and thence over to the Internationy 
Cooperation Administration. 

Mr. Harpy. Thank you. 

Mr. Reppan. You worked under Mr. Keating? 

Mr. Dickey. That is right, sir. 


Mr. Reppan. You say this matter, the investigation I previously pe. | 


ferred to, was assigned to you? 

Mr. Dickey. That is correct. 

Mr. Reppan. Who assigned it to you, and what did you do? 

Mr. Dickey. It was assigned to me from Mr. Keating through Mr 
Guinane, the Director of the Inspections Division, to me. Upon re. 
ceiving this assignment I ascertained that the Mission Director, the 
former Mission Director, Mr. Carter dePaul, was in Washington, and 
that most of Mr. Kirby’s tenure had been under Mr. de Paul. 

I interviewed Mr. dePaul concerning his knowledge of Mr. Kirby 
duties in connection with being a transportation adviser in that partic. 
ular area. 

Mr. Reppan. When and where did this interview with Mr, dePay) 
take place? 

Mr. Dickey. On December 4, 1957, in my office. That is, in the 
office of the Inspections Division. 

Mr. Reppan. Had you asked him to come in? 

Mr. Dickry. No. It was by accident, Mr. Reddan. Mr. dePail 
was up in the office of P.S. & I. in connection with another matter, th 


nature of which I don’t happen to know. I saw him in the outer office, | 


That was the first time I had met Mr. dePaul and I introduced mysel 
to him. He said he had time to discuss the matter. He came into my 
office and at that point we discussed this problem. 

Mr. Reppan. Did you tell Mr. dePaul that the Hong Kong Trans. 
portation Co. was involved in this? 

Mr. Dickey. I didn’t tell Mr. dePaul that the Hong Kong Trans. 
portation Co. was involved, per se. In the correspondence, which had 
been forwarded to me in connection with this matter—let me clarify 
the record here. 

Mr. Kirby had mentioned prospective aeons in a letter to Mr. 
Keating; and in letters to others, to Mr. Rob 
successor as the Mission Director, copies of which were forwarded to 


ins, Who was Mr, dePaul’ | 


Washington, and in a letter to Colonel Syran, who was the head of the | 


Office of Transportation at ICA, Washington. In those letters he 
mentioned two prospective employers, Henderson Trippe, Ltd. ani 
Pacific Island Shipbuilding Co., which he pointed out was a division 
of Hong Kong Transportation Co. 
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The correspondence involved in this matter was shown to Mr. 
dePaul. 

Mr.Monacan. By whom? 

Mr. Dickey. By me, during the course of my discussion with Mr. 
dePaul. 

Mr. Reppan. Did you ask him whether or not any of those companies 
had ever done business with the Mission in Laos? 

Mr. Dickey. No, sir, I did not. 

Mr. Reppan. Did Mr. dePaul indicate that he recognized any of 
those names 

Mr. Dicxey. No, sir. 

Mr. Reppan. Did he see the letter which referred to, or which car- 
ried the statement that the Pacific—what is the name of that company ? 

Mr. Dicxey. Pacific Island Shipbuilding. 

Mr. Reppan. That Pacific Island Shipbuilding was a subsidiary of 
Hong Kong Transportation Co. ¢ 

Mr. Dickey. My recollection, Mr. Reddan, is that he did. 

Mr. Harpy. He made no mention of any contract on which Mr. 
Kirby had participated in the negotiation with Hong Kong Transpor- 
tation Co. ? 

Mr. Dickey. No, sir. Our discussion, Mr. Chairman, was in the 
main, as I recall, without looking at my own memorandum, concerned 
with present or prospective projects in Laos, in which Mr. Kirby may 
have had a part, which might give rise to a conflict of interest. 

Mr. Harpy. Mr. Dickey, as an investigator, you made no inquiry 
as to whether the Mission had had a contract with either of those 
firms? 

Mr. Dickey. Mr. Hardy, I don’t know precisely whether I asked that 
specific question. The companies involved, namely Henderson Trippe, 
Pacific Island Shipbuilding, and the Hong Kong Transportation Co., 
being noted that Pacific was a division of that, were brought out in 
my discussion with Mr. dePaul. 

Mr. Harpy. Do you see any significance in the fact that an employee 
of an agency might have negotiated a contract out of which he had an 
opportunity for personal profit, and then sought employment with 
that corporation ? 

Mr. Dickey. Oh, yes, sir, definitely I see that. 

Mr. Harpy. If you had known that Mr. Kirby had actively partici- 
pated in the negotiation of a contract which had just been completed 
with the Hong Kong Transportation Co., what would you have done? 

Mr. Dickey. We would have conducted a complete and thorough 
investigation on the scene over there, know all the ramifications of 
that contract, any material that we would have had here in Washing- 
ton on it, as we!'l as at the Mission. 

Mr, Harpy. But you didn’t think the fact that Mr. Kirby had indi- 
cated that he was considering seeking employment with these two 
firms an indication of the desirability of determining what had been 
Mr. Kirby’s official relationship with those firms? 

Mr. Droxey. In that connection, Mr. Chairman, I discussed this 
with Mr. dePaul, who was the head of that Mission during this period 
of time, and later on with the head of the Office of Transportation. 

Mr. Harpy. And he didn’t tell you anything about it? 

Mr. Dickey. No, sir. 
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I might say this in answer to your question, Mr. Hardy. I did no 
ask specifically whether any one of these three companies named had 
a past contract with ICA or one of the ICA Missions. I did not ask 
that question. 

Mr. Harpy. Does it have any significance when an individual] ep. 
ployee who is proposing to seek employment with a specified fj 
names that firm? Isn’t there a reason that would have to be the basis 
for his spelling out the companies with which he was planning to seek 
employment ? 

Mr. Dickey. In this connection I might say that when this matter 
was assigned to me I looked up Mr. Kirby’s background, his entiy, 
background. It had been one in the transportation and shipbuildi 
business. Frankly, no, it didnot. He em no former connection with 
these companies. It did not strike me as unusual, because that was the 
man’s field of activity, in the transportation field. 


en 


Mr. Harpy. But it would also be the field in which he might be do. | 


ing business with as an employee of the agency, might it not? 

Mr. Dickey. Yes, sir. 

Mr. Harpy. That was his business, that was his job with the agency, 
too? 

Mr. Dickey. I might say that in connection—in his request, in the 
letter that he wrote, the date which I don’t recall, to Mr. Keating, he 
indicated that his duties did not encompass procurement. 

Mr. Harpy. Did not encompass procurement ? 

Mr. Dickey. Yes, sir. That didn’t mean, Mr. Chairman, that I, or 
P.S. & I., in this case myself, took his word for it alone. We went— 

Mr. Harpy. Did you determine whether or not he actually did per- 
form any procurement functions? 

Mr. Dickey. I went to those people who had, we will say, the juris- 
diction or control over him, vet they did not contradict the informa. 
tion he provided in his letter. 

Mr. Harpy. You didn’t specifically raise the question, but they 
didn’t refute what was in the letter? 

Mr. Dickey. That is right. 

Mr. Reppan; Did you raise that question with Mr. dePaul? 

Mr. Dickey. The correspondence was made available to him, Mr. 
Reddan. 

Mr. Reppan. Did he read the correspondence in your presence! 

Mr. Dickry. My recollection is that he did. 

Mr. Reppan. And he made no comment relative to the activities of 
Kirby in connection with procurement ? 

Mr. Dickey. No, sir, not in connection with procurement. 

May I look at my notes? 

Mr. Harpy. Surely. 

Neither in connection with procurement, nor in connection with the 
Hong Kong Transportation Co. ? 

Mr. Dickey. Mr. dePaul’s comments to me, my notes refresh my 
recollection, were more in the nature that there were no current or 
proposed projects in Laos that would in any way tie in Mr. Kirby with 
possible infraction of conflict of interest regulations of the agency. 

Mr. Harpy. He made no reference to any past contracts? 

Mr. Dickey. No, sir. 
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Mr. Reppan. Did you check the files to find out whether or not the 
Hong Kong Transportation Co., or any of the other companies men- 
tioned in that letter were under contract to ICA at that time? 

Mr. Dickey. No, sir; I did not. 

Mr. Reppan. Had you checked them, do you know what you would 
have found ? 

Mr. Dickey. I know, yes, sir. 

Mr. Reppan. What would that have been ? 

Mr. Dicxey. Well I might say this, Mr. Reddan. 

[have not had an opportunity of actually examining all the docu- 
ments in the file, only one or two of the documents. I would have 
found that a year or so previous to Mr. Kirby’s request, a contract was 
entered into between ICA and the Hong Kong Transportation Co. for 
the procurement of three tug boats and three barges, to be used on the 
Mekong River for ferrying purposes. 

Mr. Reppan. Do you know whether they were still being paid under 
those contracts at the time Kirby requested this 

Mr. Dickey. No, sir I do not. 

Mr. Bray. You used the phrase “current or proposed.” It is your 
phrasing, because it is your report. Was that your thought, or Mr. 
dePaul’s thought ? 

After all, you have three elements of time: Past, present, and 
future. You have deliberately, by your language, left out the question 
of past contracts with those firms. 

Mr. Dickxry. It is my language, as you pointed out. I think I was 
reflecting in substance the thought or language of Mr. de Paul. I 
prefer Mr. dePaul to—— 

Mr. Bray. Is it correct you weren’t concerned with past contracts? 

Mr. Dickey. I was not given an alert concerning past contracts in 
which Mr. Kirby may have had a direct or indirect interest or activity 
init. 

Mr. Bray. Normally you wouldn’t inquire into the subject of past 
contracts in a case of this sort, unless you had some alert, as you put it? 

Mr. Dickxry. Yes, if I hadn’t had it—if we hadn’t had at our com- 
mand the people who were there—let’s assume for the moment that 
the former Mission Director was not available—yes, I would have 
made inquiry concerning any possible contracts that existed. 

Mr. Harpy. One question in connection with your conversation with 
Colonel Syran. Did you also show him the letter which you had 
received ? 

Mr. Dickey. Yes, sir. 

Mr. Harpy. Colonel Syran didn’t mention the fact that there had 
been a contract with Hong Kong Transportation ? 

Mr. Dickey. No, sir. Colonel Syran, I might say this, Mr. Chair- 
man, Colonel Syran pointed out to me the possibility of future action 
on the part of Mr. Kirby that could possibly result in a conflict of 
interest. He saw nothing from his knowledge of the present situa- 
tion—that gets back to your point, past, present, and future—he saw 
nothing in the present situation that would give rise to a conflict of 
interest, but if Mr. Kirby had done something in future activities, con- 
trary to what he said, there could have been a conflict, and he suggested 
that a word of caution be pointed out. 
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Mr. Harpy. Mr. Dickey, actually I don’t know whether there jg ay, Mr. I 
conflict of interest involved here if you are relating it to the section gf and ask 
the statute which has reference to an employee’s activities for 2 yea | Mr I 
subsequent to hisemployment. That is in the future rather than jp the | Mr! 
past. But this is a diffent situation. The employee actually advise dated I 
the Mission Director and ICA/Washington of his intention to arg t investig 
a position with a private firm. He named the firms who had mag Mr. I 
him offers. He specifically asked if there would be objections to hig Mr. J 
acceptance of the offers. And yet, P.S. & I. did not deign to purgy record. 
the matter with sufficient diligence to learn that the employee had only Mr. B 
recently participated in negotiating a contract with his prospectiy 
employer. Certainly there was ample reason for P.S. & I. to seruti, yr. Want 
nize the matter carefully to determine if there was a possible confli¢ care of U 
of interest. If there is one single specific observation that I woulg  2aushoh 
make about the performance of ICA in this whole business, it is th, | D&4®} 
fact that they have been awfully lax in trying to correct their own — 
deficiencies. Goodness knows there certainly was sufficient knowledge ‘It has 


of deficiencies in this Laos program for some corrective action to haye __ Island SI 
been taken. If any has been taken since we called the matter to the be A 
° 2 ; - cae s = ee os : : a viols 
attention of the agency last spring, we have not found any evidenceof terest, 1 
it. as concur 


Here is another case where a little diligence on the part of P.S,&], st Laas. 


it seems to me, should have brought out the evidence of wrongdoing aun 
and permitted the agency to correct some of its own deficiencies, “No IC, 
Mr. Dicxry. I would like to say one thing, if I may. shall repr 
Mr. Harpy. I would like to have any comment you care to make, ing any 8 
Mr. Dickey. I don’t want to agree with your conclusions in the — 


. 7 ; / whether 4 
main. I would like to correct the impression of casualness. Actually shall traz 


it was my case and I looked into the matter. I don’t want to leayg violating ' 


the impression that I was casual] about the thing. I went to the two ‘=- 
top people involved, thereafter went to the General Counsel. It ae 
wasn’t a casual, light, once-over at all. approval. 

Mr. Harpy. Which leads me to this observation: You talked to Mr, | formation 
dePaul and you said it was not a casual inquiry. If Mr. dePaul had  ‘templa 
been the least bit frank and had looked at that letter at all, it seems sealer 
to me that that would have raised a point as a basis for corrective Sin 


action. 

I don’t want to direct all of my criticism at your office or your per- 
formance, because actually, in this particular situation, I think Mr. 
dePaul certainly had information at his disposal. And if your testi- 
mony is accurate that he saw the letter, then it certainly seems to me ak 
that he should have been more responsive to your question about Mr. — gubject: 1 
Kirby when Mr. Kirby was seeking employment with the Hong Kong |  n pece 


Transportation Co. of Transp 
I didn’t mean to cut you off. | individual 

odie 10 = | Ltd, of He 

Mr. Dickey. That was my only comment. for not apy 


Mr. Monacan. Were Mr. dePaul and Colonel Syran the only me being away 
people with knowledge of the situation that you talked to? violation 0 
Mr. Dickey. Yes. The remainder of my discussion was on a legal } Point out t 
basis with the General Counsel. ao 
Mr. Reppan. Did you subsequently prepare a letter to Kirby fot | that are 
Mr. Keating’s signature? ' On Dece 
Mr. Dickey. Yes, I did. former mis 
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Mr. Reppan. I show you a copy of a letter dated December 12, 1957, 
and ask you if that is the letter that you prepared ? 

Mr. Dickey. Yes, sir. 

Mr. Reppan. And this memorandum from you to Mr. Guinane, 
—_ oral 12, 1957, is your official report to the agency on the 
investigation’ = —— 

Mr. Dickey. Yes, sir. | 

Mr. Reppan. May we have these two documents included in the 


ord. are , : 
“ire Harpy. Without objection they will be included. 


DECEMBER 12, 1957. 
Mr. Wu1aM E. Krresy, ; 
care of USOM/ Thailand, American Embassy, 
Bangkok, Thailand. 


Deak Mr. Kirsy: This is a followup to a cablegram sent to Mr. Thomas E. 
Naughten, Director, USOM/Thailand, and is in reply to your letter to me dated 
November 18, 1957. 

It has been decided that your proposed employment with either the Pacific 
island Shipbuilding Co., Hong Kong, (a division of Hong Kong Transportation 
Uo., and/or Henderson Trippe, Ltd., of Hong Kong, per se, would not constitute 
a violation of ICA Manual Order 460.3 pertaining to possible conflicts of in- 
terest. This decision is based on information provided me in your letter, as well 
as concurrence by Colonel Syran and Mr. Carter dePaul, former mission director 


Laos. 

“ue attention is particularly directed to section II-I of ICA Manual Order 
460.3 which is set out as follows: 

“No ICA employee, for 2 years after termination of his employment with ICA, 
shall represent any nongovernmental interest in any matter whatsoever involy- 
ing any subject matter directly connected with which he was so employed or 
performed duty, in which the United States is interested, directly or indirectly, 
whether as a party, as an enforcement agent, or otherwise. No ICA employee 
shall transact business with a former ICA employee whom he knows to be 
violating this rule.” 

It is suggested that if within the 2 year period after your resignation from 
ICA any question may arise in your mind as to the propriety of a contemplated 
activity on your part, you should make appropriate inquiry to ICA/W for 
approval. The decision in this matter has been predicated upon available in- 
formation from Colonel Syran and Mr. dePaul indicating that thee are no 
contemplated projects in the geographic area in which you have served which 
may require direct or indirect contractual relationship with either of the com- 
panies with which you propose to become affiliated. 

Sincerely yours, 
CHARLES N. KEATING, 
Director, Personnel Security and Integrity. 


DECEMBER 12, 1959. 
To: Mr. E. P. Guinane. 


From : J. Maxwell Dickey. 
Subject: Thailand—William E. Kirby, possible conflict of interest. 


On December 4, 1957, I conferred with Col. Arthur G. Syran, Director, Office 
of Transportation, ICA/W, regarding the proposed employment of captioned 
individual with the Hong Kong Transportation Co., and Henderson Trippe, 
Ltd., of Hong Kong. Colonel Syran advised that he saw no prima facie reason 
for not approving Mr. Kirby’s proposed employment. Colonel Syran stated that 
being aware of Mr. Kirby’s duties with ICA, he saw no present indication of a 
violation of the conflict of interest manual order. However, Colonel Syran did 
point out that Kirby’s future activities with either or both of these companies 
night conceivably be construed as being in contravention with both the letter 
and the spirit of the conflict of interest MO. Colonel Syran was of the opinion 
that such a situation would have to be dealt with at the time it might arise. 

On December 4, 1957, I discussed the instant matter with Mr. Carter dePaul, 
former mission director, Laos. Mr. dePaul stated that he did not feel the pro- 
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posed employment of Kirby would in any wise be in violation of MO 460.3 
stated that there were no current projects or proposed projects in Laos w He 
in any way would “tie in” with either of the companies with which Kirby ing 
cated he would become employed. Mr. dePaul felt that encouragement — 
be given to Kirby to accept private employment for his own personal bet a“ 
and that he might become a more valuable asset to ICA not being an in 
part of it. He explained that by this he meant Mr. Kirby might not be ¢9 
sidered a well oriented member of the U.S. Government “team.” He stateq thet 
Mr. Kirby was an individualist who had difficulty in acquiescing to Governmen 
procedures and “redtape.” Mr. dePaul made it clear that he did not mean . 
the above comments to be critical of Mr. Kirby’s abilities and that, in fact . 
(dePaul) felt that Kirby had provided valuable contribution to the I¢4 on. 
gram in southeast Asia. 

On December 11, 1957, I conferred with Miss Edna Boorady, Office o¢ the 
General Counsel, and made available to her all of the information Contained 
herein. In addition, I briefed Miss Boorady as to the pertinent background in. 
formation pertaining to Mr. Kirby. Miss Boorady was of the opinion that the 
proposed employment did not raise a question of conflict of interest. Therefore 
she was of the opinion that MO 460.3 was not applicable and thus no waiver 
would be necessary. She did feel, however, that in advising both Mr. Naughten 
and Mr. Kirby that Kirby should be cautioned of the provisions of section [1-1 
of MO 460.3, relative to possible subsequent activities concerned with Kirby's 
employment with the two companies mentioned above. Accordingiy, I prepared 
a cablegram to Mr. Naughten and a letter for Mr. Keating’s signature to Mr 
Kirby with an indicated copy for Mr. Naughten’s information. 


Mr. Harpy. In connection with the statement in your memorandum 
which was just included in the record, and about which Mr. Bray in. 


quired a while ago, you used the language “current or proposed” con. | 


tracts with these companies. 


Did you testify that that was your language, or that it was sug- 


gested by Mr. dePaul? Did you-ask Mr. dePaul if they had any con. 
tracts under proposal ? 


Mr. Dickey. I believe I did, to the best of my recollection. I think 


that is correct. 
Mr. Harpy. You made no inquiries about any past contracts? 
_ Mr. Dickey. Not being alerted to any past contracts, that is right, 
sir. 
Mr. Harpy. And he didn’t volunteer any information. 
Thank you, sir. 
Mr. Robbins, will you come back up please ? 
Mr. Robbins, you have been previously sworn. 
Mr. Rossgrns. Yes, sir. 


FURTHER TESTIMONY OF CARL BURTON ROBBINS, FORMER 
DIRECTOR, U.S. OPERATIONS MISSION, LAOS 


Mr. Reppan. Mr. Robbins, as I recall your testimony yesterday, you 
stated that you saw an item in the paper that someone would be near 
your hometown to interview persons interested in working with the 
Government overseas, or something to that effect ? 

Mr. Rossrns. That is correct. 

Mr. Reppan. And that in following up that ad, you did have con- 
versations with someone? 

Mr. Rogsins. That is correct. 

Mr. Reppan. Was he from the Department of Commerce? 

Mr. Rossrns. Right. 

Mr. Reppan. Where did these conversations take place? 

Mr. Rozerns. Brown Hotel. Hehadaroom. 
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Mr. Reppan. At the Brown Hotel? 

Mr. Rossrns. Where he had a room. 

Mr. Reppan. That is in Louisville ? 

Mr. Rosprns. Yes. _ ; 

Mr. Reppan. And did he at that point tell you what sort of positions 
were available ? 

Mr. Rossins. Yes, he mentioned some. 

Mr. Reppan. InICA and State? Both? 

Mr. Rossrns. No. He mentioned some work in the Department of 
Commerce. But after he had found that I had had some experience 
while I was in Washington with the Department of Agriculture and 
in the Philippines, he told me that he was on the joint effort to find 
employees for State, as well as for Commerce. 

Mr. Reppan. He was out recruiting in the field, as it were ? 

Mr. Rossrns. That is right ; for both Departments. 

Mr. Reppan. Did he ask you to submit a form 57, or equivalent ? 

Mr. Rosstns. Yes; he gave me one of those to fill out. 

Mr. Reppan. And thereafter you heard from whom ? 

Mr. Rosstns. I had to go to call at the office of Assistant Secre- 
tary, Department of Commerce. 

Mr. Reppan. Who was that, sir? 

Mr. Rossrns. I don’t recall the name. 

Mr. Reppan. And you reported there ? 

Mr. Ropsrns. Yes. 

Mr. Reppan. What happened then ? 

Mr. Rossrns. Well, he interviewed me briefly and called a group 
of his people who interviewed me further. I told him that I was 
interested in the conflict that the Communists were forcing on the 
free world, and that I would be interested in any of the economic 
problems that had to do with that, than anything else. I was asked 
to go—an appointment was made for me to go, in fact—to see a 
director of personnel in the Department of State. His name was 
Persons. 

Mr. Reppan. Persons ? 

Mr. Ropsrns. Yes. 

Mr. Reppan. And you kept that appointment ? 

Mr. Rosstns. Yes. He thought that ICA had some opportunities 
that were exactly what I was looking for. So he made an appoint- 
ment for me to see a personnel officer in ICA. 

Mr. Reppan. Do you know who that was? 

Mr. Rossrns. No; I don’t recall. The first one that I was sent to, 
however, whatever his name, he referred me to Mr. Yarger, who was 
in charge of employing executive personnel. 

Mr. Reppan. You had a conversation with Mr. Yarger? 

Mr. Rossrns. Yes. Several. 

Mr. Reppan. Anyone else ? 

Mr. Roseins. Yes. I met several members of the staff. 

Mr. Reppan. How soon after you went to see Mr. Yarger were you 
accepted for employment ? 

Mr. Roxprns. I don’t remember. It was some time. I don’t recall 
the dates. 

Mr. Reppan. A week ; 2 weeks? 

Mr. Rossrns. No; it was longer than that. 
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Mr. Reppan. Did you go back home after your conference? 

Mr. Rossrns. Yes; I went back after the interview. 

Mr. Reppan. Then the notification you got from ICA, did it desi 
nate any position you were to fill ? : Sig 

Mr. Ropprns. | was asked what kind of a country I would pref 
tobe in. They were considering me as a Director for a Mission re i 
them that I would be more interested in the most difficult cdaae 
situation that they had, in perhaps not some of the so-called blush 
areas. 

I was asked, you don’t mean to say that you would agree 
Laos, do you. I said, “Yes, if that has the worst problems, 
it did have 600 miles of Communist border 
tions that were rather difficult. 

Mr. Reppan. Do you mean living conditions? 

Mr. Rogzeins. No; conditions of their aid program. 

Mr. Reppan. Did you have any discussions with ICA as to the 
condition of their aid program ? 

Mr. Rogers. Yes. ; 

Mr. Reppan. Would you please tell the committee the substang 
of those conversations ? | 

Mr. Ropsrns. Well, I was told that they had very serious economi: 
problems in Laos, and that the country had a multiple-rate currency 
that is, the kip, the monetary unit, had an official value of 35 per 


* to go to 
because 
and I had heard of cong). 


dollar, but it was available on the open-money market of the area— | 


—— is, for example Bangkok and Hong Kong—at about 85 to the 
ollar. 

Mr. Reppan. Did you have any discussions with them as to any 
particular problems which you would encounter in the administn- 
tion of the aid program ? Fin thinking now of Mission problems 

Mr. Rogsrns. I certainly did, but I don’t think at that point. After 
I was appointed and was being oriented for that specific position, 
then I was taken into considerable detail into the problems, 

Mr. Reppan. Let’s go ahead then to the time you were appointed. 
Approximately what date were you appointed ? 

Mr. Rogsrns. As I recall] it was June 6, 1957. 

Mr. Reppan. June 6, 1957. And then you were put through an 
indoctrination course, you say ? 

Mr. Rogstns. That is correct, sir. 

Mr. Reppan. How long did this indoctrination take ? 

Mr. Rosprns. It went a month or 6 weeks. 

Mr. Reppan. During that time did you have discussions with 
ICA Washington personnel as to things which you were expected to 
accomplish and problems which in the administration of the aid pro- 
gram would confront you when you got there ? 

Mr. Ropprns. Yes, sir. 

Mr. Reppan. Did they specify what your particular problems would 
be with respect to the operations of the Mission and the administr- 
tion of the aid program from that standpoint ? 

Mr. Rosprns. Yes, it was pointed out that one of their greatest sets 
of problems was in the financial monetary field and that some of the 
people in Laos had learned how to take advantage of the import con- 
trol system in such a manner as to make illicit personal gains out of 
dollars that we had paid them with which to purchase for aid projects, 
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by selling us kip at the official rate of only 35 to the dollar, or approxi- 
mately 3 cents, when we could have purchased them on the open 
market for about 1 cent or a little over. = is 

Mr. Reppayn. Did you feel that 6 weeks indoctrination was adequate 
to prepare you for the job ahead of you there? : 

Mr. Rosstns. Well, I thought under the circumstances that it was 
probably reasonable, because they felt hard pressed to stop this mis- 
a propriation of American dollars, for personal purposes, and that 
they wanted action on that problem. And furthermore, they certainly 
worked hard during the whole period, that is, I was there all day and 
many evenings, even the Fourth of July and Sundays. So they really 
worked. . ; : ; 

Mr. Reppan. You say they were pressed for some immediate action 

? 
te Rossins. They felt pressed, because of the fact that money was 
being, in effect, misappropriated. 

Mr. Reppan. Were you given any additional authority than that 
already held by the Mission Director who was then in Laos? 

Mr. Rogsrns. No. 

Mr. Reppan. Did you feel that the authority that you had was suffi- 
cient to cope with these problems that they were pointing up? 

Mr. Rozstns. That question didn’t occur to me and there was no 
discussion about such a thing. But I never found that I lacked any 
authority that I felt a Director should have. 

Mr. Reppan. Was there anything that you could have done to cor- 
rect these problems that Mr. dePaul could not have done under his 
authority ¢ 

Mr. Rogstns. No. As far as I know our authorities were identical. 
General authorities of a Director of Mission. 

Mr. Reppan. Mr. Robbins, what was bringing about this feeling of 
urgency in getting you over there to solve these problems, if they 
already had a Director there with as much authority as you would 
have? Wasthere any discussion on that point ? 

Mr. Rosstns. Perhaps it would clarify the situation if I should tell 
you that about 35 million American dollars that we had paid the Lao 
Government had been deposited in a bank in New York, a subsidiary, 
I think, of the Indochina bank, the French-American bank in New 
York. That fund was being used to honor requests for import permits 
to make payment for goods that were to be shipped into the country. 
Those payments had to be this, what the monetary field called, “hard 
money,” that is, one of the currencies which is regularly exchanged in 
the world, such as American dollars, English pounds, Swiss francs, 
and soon. That fund was being dissipated by taking advantage of 
the opportunity that the multiple-rate of currency made possible. 

Mr. Harpy. I think, Mr. Robbins, that the thing that Mr. Reddan 
is trying to get you to comment on is, what made it possible for you 
to bring about corrections if the previous or the then Director couldn’t 
accomplish the corrections ? 

Mr. Rogsrns. Well, I can’t answer that. I assume that they had a 
group of very difficult situations with something in trouble. Since I 
had specialized in that sort of thing my whole life—— 

Mr. Harpy. So far as you knew, it was a matter of changing indi- 
viduals to get a Mission Director who had a wider experience in a par- 
ticular problem. Is that the point? 
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Mr. Rossrns. Yes, in the problem of trying to clean up a bad sity. 
ation, whatever it might be, in the economic field. _ 

Mr. Reppan. Did they have any discussions with you on problens 
you might find concerning the morale of personnel in the Mission} 

Mr. Rossrns. Yes, I was told that that was very low, and upon gy. 
rival I found out that it was. 

Mr. Reppan. Did they tell you why it was low? 

Mr. Rossrns. Yes, they gave certain explanations. 

Another problem which I was asked to try to give first attention to 


| 


was the housing of the employees. I was fully briefed that the climat, _ 


was disagreeable to a lot of people, and that their housing was ingyff. 
cient and inadequate and that our program wouldn’t progress satis. 
factorily. So when I left here I had + aaa in my mind an ad. 
monition to concentrate first on getting the monetary situation cleaned 
up, and second on getting our people well housed. 

Mr. Reppan. You left for Laos sometime in the middle of July 
1957? 

Mr. Rossrns. That is right. 

Mr. Reppan. And you went to Bangkok? 

Mr. Rossrns. Yes. 

Mr. Reppan. Were you met at Bangkok? 

Mr. Rossrns. Yes, sir. I was met there. 

Mr. Reppan. By whom, sir? 

Mr. Rossins. Mr. dePaul and some of the members of the ICA staf 
in Bangkok. 

Mr. Reppan. And what did you do upon your arrival? 

Mr. Rossrns. Well 

Mr. Reppan. Was there anyone at the airport to meet you beside 
ICA personnel ? 

Mr. Rosstns. Not that I recall. 

Mr. Harpy. Do you recall specifically what personnel from Vien- 
tiane were there? 

Mr. Rossrns: I don’t recall that there was anyone there in addition 
to Mr. dePaul, from Vientiane. There may have been. 





ase 


Mr. Harpy. So others who met you there were personnel of the | 


Thailand Mission ? 

Mr. Rosstns. Yes. The other—I didn’t understand you. 

Mr. Harpy. I understood you to say a moment ago that you wer 
met by Mr. dePaul and some other staff personnel ? 

a Rossins. Yes. They were of the Bangkok staff and not the Lao 
staff. 

Mr. Reppan. Did you meet anyone connected with Universal Con- 
struction Co. ? 

Mr. Rossrns. Do you mean in Bangkok? 

Mr. Reppan. Yes. 

Mr. Rossrns. Yes, sir. 

Mr. Reppan. How soon after you arrived did you meet anyone con- 
nected with that company ? 

Mr. Rossrns. Mr. dePaul had a little schedule worked out for me, 
and it included meals and meetings for the next 2 days that I was 
to spend in Bangkok to be oriented in the regional programs for the 
area. That is, those in which cooperative projects by two or more of 
the countries were operated together. 
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Mr. Reppan. You arrived in Laos around noontime? 

Mr. Rossrns. Do you mean Laos or Bangkok ? 

Mr. Reppan. Excuse me, Bangkok? 

Mr. Rossrns. I don’t remember what the hour was. But it was in 
the middle of the day sometime. 

Mr. Reppan. Did you go to luncheon ? 

Mr. Rossrns. I don’t recall whether luncheon was the first thing on 


ram or not. 
po a el Give us a little sketch of what the program was. You 
said Mr. dePaul had a schedule worked up for you. What did it 
consist of on this first day that you were there ? 

Mr. Rossins. Let’s put it for the first 2 days. 

Mr. Harpy. All right. 

Mr. Rossrns. I was taken to a luncheon by a man that had been 
carrying on negotiations with Mr. dePaul to repair and complete a 
building project, and then I 

Mr. Reppan. Do you recall his name, sir? 

Mr. Rosarns. No. I think he was a West European, perhaps a 
Dane. I don’t know. 

Mr. Harpy. Do you know what company he was with? 

Mr. Rossrns. I don’t remember any company name that he was op- 
erating with. 

Mr. Harpy. Who else was with you? 

Mr. Rossrns. Just Mr. dePaul. 

Mr. Reppan. Is that the man’s name, sir [handing document] ? 

Mr. Rossrns. It could be. I never saw the name. 

Mr. Reppan. And this was a negotiation he had been in with Mr. 
dePaul for the construction of housing in Vientiane? 

Mr. Rossins. No; not the construction of housing. I would say it 
was more of a repair and completion project. 

Mr. Reppan. Repair and completion of housing? 

Mr. Reppan. Yes. 

Mr. Reppan. Were these the 25 houses which were begun by Thai 
Technical Services ? 

Mr. Rossrns. Yes; that is the group. 

. Mr. ‘ee And this was a contract for the completion of those 
ouses 

Mr. Rossins. Well, it was a contract—yes—for the completion of 
the houses and for their use by American personnel for a given num- 
ber of years. 
= ean. A contract, a building contract plus a rental contract, 
is that it? 

Mr. Rozsrns. It may be described that way, because that was what 
was to be done; that is, the houses were to be repaired and completed 
and then they were to be rented to the American personnel. 

Mr. Samoan. Do you recall the approximate dollar value of that 
contract ? 

Mr. Rossrns. I don’t recall the dollar value exactly, but it was ap- 
proximately somewhat over $300,000, as I recall. 
joe Reppan. Did Mr. dePaul have a copy of that contract with 
im? 

Mr. Rosstns. We had lunch with a gentleman who was seeking the 
contract, and then we retired to his office where Mr. dePaul had a 
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discussion with the gentleman about the price at which he was willy, 
to perform these services and make the buildings available. And \y 
dePaul had been authorized by Washington, by cable he told me. 4, 
enter into a contract for some $300,000-odd for this purpose. , 

Mr. Reppan. Go ahead, sir. 

Mr. Rossins. Well, it was discussed and Mr. dePaul asked mg jt 
I would care, since I had been appointed Director, perhaps the ¢op, 
tract of that nature would require under the rules the Director’s gig. 
ture, whether I cared to sign the contract. : 

Mr. Reppan. Did he ask you to sign it there at that time? 

Mr. Roprins. Yes. 

Mr. Reppan. What did you tell him? 

Mr. Rozsrys. Well, you will have to understand I didn’t mean 
be difficult in any way, but I had just arrived and it was somethj 
that hadn’t been mentioned in the orientation. It was an entirely ney 
subject. The sum was important in size. So I deferred in the kindeg 
manner I could think of, but hoped that both the gentlemen under. 
stood that it was not to be expected that I could sign a contract of 
any important sum of money for preparing and completing a proj. 
ect, without even having seen the project. 

Mr. Reppan. What did Mr. dePaul reply to that? 

Mr. Rosstins. He acquiesced in that. 

Mr. Reppan. He didn’t urge you to sign it? 


Mr. Rossrns. No, he didn’t put any extreme pressure on me. 


Mr. Harpy. What do you mean by “extreme pressure’’? 

Mr. Rossrns. Well, he didn’t pound the desk and demand that I do, 

Mr. Harpy. What did happen? Let’s try to understand it. 

Mr. Rossrns. He wanted me to sign the contract. 

Mr. Harpy. And he wanted you to sign it right then, is that the | 
idea ? 

Mr. Rossins. That was the idea. Or agree to sign it. 

Mr. Harpy. Did he give you any reason for the urgency? 

Mr. Rossrns. I think that technically, Mr. Chairman, what was 
wanted from me was my agreement to the arrangement. I assume that 
the amount would have to be filled in because they were still debating 
about the amount and the form and so on. 

Mr. Harpy. Mr. dePaul was the Director until you got there; was 
he not ? 

Mr. Rozsrns. Well, that is what I just explained. I don’t know 
technically, under the personnel rules of ICA, whether they can have 
simultaneously two directors or not. 

Mr. Harpy. I wouldn’t think they could have simultaneously two 
directors. But you weren’t a director until you got on the job, wer 

ou? 

Mr. Rosprns. Yes, I was sworn in and made Director here in Wash 
ington. And that may have been the reason that my signature on the 
discussed contract was necessary. I never understood that. 

Mr. Harpy. There were times when you were not in Vientiane ani 
when things had to be attended to by the Director, in the name of the 
Director? 

Mr. Rossins. There were no times when I was out of Laos when tt | 
was necessary to execute an important contract. 

Mr. Harpy. You made somebody Acting Director when you wet 
away, didn’t you? 
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Mr, Rossrns. Yes, in the absence of the Director the Deputy Direc- 
tor has authority to act for him. 

Mr. Harpy. You don’t know what Mr. dePaul’s status was in the 
interim between the time you were sworn in and the time that you 
arrived on the job? 

Mr. Rossrns. No. 

Mr. Reppan. I would like to skip over the rest of your schedule for 
themoment. We will come back to it again. 

When you got up to Vientiane did you go to see these houses ? 

Mr. Rossrns. Yes. 

Mr. Harpy. Excuse me. I am not sure that we fully cleared up this 
question of pressure that was applied by Mr. dePaul. He did urge 
you, is that right ? ‘ 

You said he didn’t pound on the desk. 

Mr. Rossrns. He recommended that I agree to the proposal which 
he had been authorized to offer; and that the work be carried out, 
because he felt, as Washington did, that it was urgent that these people 

t well housed as early as possible. 

Mr. Reppan. When you when up to Vientiane, did you go to see 
these houses ? 

Mr. Rosstns. Yes, sir. 

Mr. Reppan. I show you a picture dated April 1957, and ask you 
if those were a part of the housing development that was involved ? 

Mr. Rossins. This picture looks as though they could have been. 

Mr. Reppan. What condition did you find those houses in? 

Mr. Rosstns. They were in a bad condition. 

Mr. Reppan. Would you tell the committee what you mean by that, 
sir! 

Mr. Rosprns. Yes. They were in different stages of completion. 
They had been abandoned in effect by the contractor at that point. 
Rains had come through the unroofed houses and had warped the 
flooring, which of course was all peaked up and ruined. The funda- 
mental engineering of the project of 25 houses was unsound, because 
in the combination of the humid area and a termite belt it is neces- 
sary to use either of two forms of construction. Either the construc- 
tion has to be termite proof, which means masonry, such as a concrete 
slab with brick or cement block or stone walls, or if the building be 
made of wood, it must be suspended in the air on piers, the accepted 
distance, in order to avoid invasion by termites and in order to provide 
an area for the circulation of air under the floor beams which will 
otherwise rot. 

I might explain the way that protects from invasion by termites 
is that they are repulsed by light and life in the dark, and they build 
little tunnels to get where they are going. If they build a tunnel 
about 2 feet and haven’t come to wood yet on which they feed, then 
they get discouraged and don’t go on up. 

Mr. Harpy. What was the condition of these houses? Had they 
already been termite infested ? 

Mr. Rogstns. Yes, sir. I made a personal inspection on the spot as 
soon as possible after I reached Vientiane, and I pulled up a few of 
these warped floor boards and I took a small bladed penknife and 
tried a joist and found that it was already rotting. Then I looked 
further and I found that it was termite infested. So I returned to 
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the office and immediately appointed three engineers to form a 00 
mittee of themselves and go out forthwith and inspect the houses ~ 
write a technical report to me on them. and 

I might explain that the houses were on low little foundations and 
the beams were, where I was examining this beam, not more than ¢ 
7 inches off the ground. There was no adequate provision for 
culation even for that area, because of the walls on which the silk 
were placed. 

Mr. Harpy. Was the site subject to flooding? 

Mr. Rossrns. That I don’t know. It wasn’t necessary, Mr. Chai. 
man, for me to check any further, because the engineers, as requeste 
rendered the report promptly and I sent a cable to Washington—yoy 
may have a copy—simply stating that the whole project was unsound 
and so designed that even though it were repaired you would hays 
to make the repairs again every year and they woul be prohibitive 
the changing of beams and things of that sort, and include the data 
from engineers’ report, which was to the effect that 100 percent of 
the cesspools were hopelessly inadequate, and 75 or 80 percent of this 
that and the other, such as beams and studding and frames for mos. 
quito netting and things of that sort were already infested and would 
have to be replaced. 

Mr. Harpy. So you didn’t have to go into such a project to rehabili- 
tate those houses which had been started ? 

Mr. Rossins. It would have been an economic nightmare to have 
done that. 

Mr. Reppan. I would like to go back to the day of your arrival at 
Bangkok. You went tolunch. What was your schedule after that! 
You went up to the office and discussed this contract. 

Mr. Ropsins. Yes. I was oriented by the Bangkok staff in the re. 
gional programs for a full day. 

Mr. Reppan. Did there come a time when you met Mr. Peabody! 

Mr. Rogsrins. Yes, I met Mr. Peabody in Bangkok upon my arrival 
in his own home. Mr. dePaul took me there to dinner. There were 
quite a few guests. Mr. Peabody introduced himself to me, I recall. 

Mr. Harpy. At his home? 

Mr. Rogsrns. Yes, in the group. 

Mr. Reppan. Whoelse was present, do you remember ? 

Mr. Rossrns. Mr. Bird and his wife were present. 

Mr. Reppan. Mr. Willis Bird ? 

Mr. Rosstns. Yes. Mr. Peabody’s partner. And I think two of 
Mr. Peabody’s daughters were there. 

Mr. Reppan. This was your first day in Bangkok? 

Mr. Rogstns. Yes. It may have been my second. I don’t know. 

Mr. Harpy. Were there some of the Bangkok Mission personnel also 
present ? 

Mr. Rozsrns. I don’t recall that. Yes, I think there was one, but 
I don’t recall his name. 

Mr. Harpy. Do you recall whether Mr. Kirby was present? 


Mr. Rozsrns. No, I don’t recall that he was there. He may have 


been, though. 

Mr. Harpy. Fundamentally it was a dinner for you and Mr. dePail! 
Ts that the way you understood it ? 

Mr. Rossrns. No, I had no understanding about it, really. 
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Mr, Harpy. You just went over there to dinner? 

Mr, Rossrys. Sir? , 

Mr. Harpy. You just went to Mr. Peabody’s house for dinner with 
Mr. dePaul, an old friend, presumably ? ee 

Mr. Rosstns. It was on the schedule of the little itinerary that Mr. 
dePaul had kindly fixed up for me to follow, and so I went to the 
places I was supposed to go to. 

Mr. Harpy. That clarifies it. 

You don’t by any chance have a copy of that schedule, do you? 

Mr. Rossrns. No, but just last evening I was looking over some Lao 
memoirs, having been subpenaed by you gentlemen, and if you would 
like to see What you are supposed to do, I would be glad to read you 
what you do for 1 week only in formal appointments. 

Mr. Harvy. I would like to see that, particularly for those 2 days 
acon. I don’t have it, but I have it, but I have it for a week: 
beginning December 25, Christmas Day, I had to be host for a dinner 

arty of course; on Friday I had to go to an anniversary party, on 
Saturday at 1:30 I had to go to the Ambassador’s for a party; on 
Saturday at 4 o’clock I had to go toa cocktail buffet party ; on Satur- 
day at 6 o’clock I had to go to Mr. Erickson’s home. 

Saturday, later, I had to go to Mr. Rothwell Brown’s. He was 
head of the Programs Evaluation Office of the USOM. On Sunday 
[had to attend USOM mess patio party. On Monday I had to have 
a black tie dinner with Ambassador and Mrs. Parsons and the Prime 
Minister of the country. 

On Tuesday at 6:30 I had to go to the opening of a new home of 
a prominent va On Tuesday later I was host to a New Year’s Eve 
party for all the Americans employed, with their families, in Laos. 
On Thursday I was host for a departure party for the Messegees. 

On Friday of that week I gave a special dinner party for Mr. 
Yarger, who was visiting Laos. ; 

Mr. Reppan. Mr. Robbins, after this 2 days’ indoctrination or what- 
ever you might call it in Bangkok, you went up to Vientiane ? 

Mr. Rossins. That is correct. 

Mr. Reppan. How soon after you arrived there did you have an 
opportunity to look into the question of the housing for the personnel ? 
You said that that was one of the principal matters that you had to 
look into. 

Mr. Rossrns. I had attended to that right away, the first few days 
I was there. 

Mr. Reppan. Did you examine the housing in the compound ? 

Mr. Rosgrns. Oh, yes. 

_Mr. Reppan. Could you describe briefly for the committee condi- 
tions that you found there and the topography of the land? 

_ Mr. Rossrns. In addition to topography, well, the site for the build- 
ings in the ICA compound in Vientiane was what might be described 
as a natural sort of millpond area that had created problems, and 12 
houses had been constructed, including three office buildings which 
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were similar to the houses. But there had been no drainage 
drainage of the area, and one difficulty had been that in the we 
the accumulation of water in this area got pretty serious, 
it got a few feet deep. 

Mr. Harpy. Did you use boots? 

Mr. Rogsrns. The personnel had to use boots and boats. The Wife 
of one man told me she had to stand on a box in order to get out Of the 
water in the floor of her kitchen, even to prepare a meal. That is the 
topography of the thing. 


> NO natu] 


t Seago 
In fact 


An effort had been made to remedy the situation by digging out, 


section and making a hole in the middle of the millpond. 

Mr. Reppan. Under whose administration were these houses buj, 
do you know? 

Mr. Roserns. If you want answers to personal things I would lik 
to disqualify myself. 

Mr. Reppan. I want to know who was responsible for the housing! 

Mr. Rossins. Well, I don’t know. I know that the houses wep 
very costly and their maintenance was exorbitant. The houses cog 
I believe, well over $30,000 each. ; 

Mr. Monacan. How many were there? 

Mr. Rossrns. There were 12 in this group. They were not adequat, 
living, according to American standards at all. The maintenance 
them was prohibitive. I asked Mr. Harry Harting, who I see is her 
to give me the figures on maintenance. The Government most qn. 
fortunately doesn’t keep any cost accounting accounts. They neve 
take depreciation or anything like that into account. You don’t knoy 
what the assets are when you look at a Government statement. 

However, he figured up the things that would be considered jus 
strictly maintenance, which are regular repairs of all kinds, including 
one that was going on when I arrived. The houses were being freshly 
painted, and there it was, right in the middle of the wet season. That 
upset me, because you can’t get paint to hold on wet wood. It ws 
wasteful. But the cost for these 12 houses, in the statement that Mr, 


Harting gave me, believe it or not, had been, as I recall, a little over | 


$300 per month per house for 2 years. 
Mr. Harpy. For maintenance? 


Mr. Rossrns. For maintenance only. That is not for fuel or electric, | 


Mr. Monacan. Water wasn’t included in that. 


Mr. Harpy. Were you ever successful in getting the water to drain 


off there ? 

Mr. Rogsrns. That had been done before I arrived, Mr. Chairman. 
After the little lake within the pond had been cut out, then I guess the 
next season they put in a drain ditch. 

Mr. Monacan. How many rooms were there in these houses? 

Mr. Rossrns. That did finally drain the area. 

Mr. Monacan. How many rooms were in these houses? 

Mr. Rossrns. How many rooms in the houses? I guess you would 


say four rooms. But each house had another building attached to it, | 


a small one, much as we would construct an unattached garage. 

Mr. Monaaan. A utility room ? 

Mr. Rosstns. No; that was a room or a building for the servants 
where they lived and where the laundry and all preparations of meals 
was done outside the house; except for little snacks that could be pre- 
pared inside. 
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The houses had a living room and two bedrooms. Those are the 
only rooms. There was a little space for baths, which are divided up 
in a rather clever French way of having each fixture in a separate 
little compartment so that when one person is using one fixture, the 
whole bathroom isn’t tied up. 

Mr, Harpy. The pond was not suitable for bathing, I take it? 

Mr. Rozstns. I don’t know. 

Mr. Harpy. We will have to take a recess to answer a quorum call. 
We will take a recess of 15 or 20 minutes. 

(A recess was taken. ) 

Mr. Harpy. Let the subcommittee come to order. 

Mr. Robbins, will you come back, please ? 

Mr. Reppan. Mr. Robbins, we were talking about the condition of 
the houses in the compound and the cost of repairs and maintenance; 
is there anything in the method of construction of those houses 
which would cause this high maintenance rate ? 

Mr. Rozsstns. Of course whenever you have excessive maintenance 
you have inadequate construction. That is the cause of it. 

In this instance the construction of those houses, which I might 
say Mr. dePaul reminded me during the recess was done by a pred- 
ecessor—— 

Mr. Reppan. Done by whom? 

Mr. Rozsrns. A predecessor. 

Mr. Harpy. Actually the committee is not concerned with personali- 
ties. If we can be concerned with time periods and dates and con- 
tract numbers, I think we can develop whatever information is neces- 
sary. 
Mr. Rossrns. I just wanted not to be unfair if there were an in- 
ference to Mr. dePaul. 

These houses were constructed with beams at the corners and in- 
termediate points which were filled in with panels that had been made 
with a little core of straw in the middle and some concrete on each 
side, They were sizeable panels. The individual piers for the founda- 
tions for these wall beams that were vertical had not been put on any- 
thing like a continuous reinforced concrete base—foundation, which 
of course good construction requires. And the result was, as the sea- 
sons changed from wet to dry, the various piers had sunk in the wet 
period oe then risen in the drying-out period at different rates, and 
this movement of the beams in the house had simply cracked up these 
very light panels that were so weak anyhow that you could have 
taken your foot and kicked a hole in any of them. 

Mr. Harpy. And that was your $30,000 house. 

Mr. Rozsrns. Yes. The common comment about one’s inefficiency in 
buying that kind of construction was that the contractor, a local 
Lao who had constructed them for the Government, was able to re- 
tire on the profit from that project. 

Mr. Reppan. Did you, during your tenure as Mission Director, do 
anything to improve the housing conditions, sir ? 

Mr. Rossins. Yes. Not only the 12-house project but the 25-house 
project were economic wastes in that they were needlessly expensive 
for what you got. The reason was that we hadn’t employed, as I 
think the Government ought in all major construction projects, pro- 
fessional people. If that had been done and we had employed profes- 











990 


UNITED STATES AID OPERATIONS IN LAOS 


sional architects and an architectural and engineering firm to 


detailed plans, the construction would have been sound and thee 


cessive maintenance would never have been required. Moreover th 
buildings would have been much more adequate as well as perman 

Mr. Reppan. What did you do, sir, to improve the housing ¢ 7" 

Mr. Rossins. Washington agreed to the recommendation that | 
made that the 25-house project be abandoned, which perhaps should 
be supplemented by this observation: I really felt so sick when J 
looked at it that I felt we should get out of it because it was such 
terrible error that it would stand as a bad sign about our personnel 
and abilities. That is, it would hardly be a recommendation that th 
American delegation was able to advise the group on how to ae 
country well when they were demonstrating by going on to someth; 
like that that they didn’t even know how to house their own selves 

So all I did was what you or anybody else would do, I assume, was 
to go on a search for the best architectural and engineering firm avail. 
able in the area and I found that the largest one and the most gue. 
cessful, with an enviable reputation, was named Christany & Nielson 
operated around the world. It was a Danish firm and their Bangkok 
branch was well manned with well trained engineers and architects 

‘So they made a plan for a group of homes which would have been 
as ey 
required only a possible negligible amount of maintenance. That j 
they were masonry, they were concrete slabs with concrete block walls 
and the rooms were permanent and fireproof, namely, cement-asbestos 
large sheets of tile. Buildings of that kind do not rot and there is no 
wood there for the termites to eat, so there would have been practically 
no maintenance. 

Mr. Reppan. Was there any construction during your period of 
incumbency ? 

Mr. Rossins. No,sir. Isent the plans on to Washington. I heard 
later, after I got back here, that th 
costly, although the cost was $10,000 a house less than the original 
compound houses had cost, and the maintenance would have al 
negligible. 

Mr. Monacan. What happened to the 12 houses ? 


fireproof as is practical, and termite proof, and would haye | 


ey were criticized for being too | 


Mr. Ropsins. I understand that they are still there, being mam- | 


tained and repaired and used. 

Mr. Harpy. Did you live in one of those ? 

Mr. Rossins. No, sir. I lived in the residence that had been leased 
by the Government and altered. It had no plumbing in it when the 
Government had leased it for Mr. dePaul’s occupancy. 

Mr. Reppan. How did the buildings in the compound compare with 
comparable buildings in Vientiane ? 

Mr. Rossrns. They are not comparable because the common build- 
ings are just temporary shacks, you might call them, common in the 
sense that means the most numerous, which aren’t expected to last 


against termite invasions for more than a very brief period. The | 


city, however, contained a number of houses that had been built by 
the French for their own occupancy, which were well designed and 
well constructed masonry homes. 

Mr. Reppan. How long did Mr. dePaul stay at the Mission after 
you arrived ? 
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Mr, Rossrns. I had been anxious that he stay a sufficient amount of 
time to orient me about all the problems before he left, and I believe 
that he was asked and actually did stay a full two weeks after I 
tiie. Did he cover with you the major problems with which 

ou would havetodeal? 

Mr. Rossrns. Yes. I think that I asked about all of them and I am 
sure that he told me all that he knew about them. 

Mr. Reppan. Did you have any discussions with him relative to 
the Universal Construction Co. ? , ole 

Mr. Rossrns. Yes. That is, I was given a description of their opera- 
tions and taken by Mr. dePaul and shown some of the roads that they 
had constructed, and they had also built a little project of very small 
homes, of 14 homes on the designated site for the hoped-for future 
university of the country of Laos. 

Mr. Reppan. Did you have any discussions with Mr. dePaul con- 
cerning the condition of the road equipment and machinery which was 
being used by the Universal Construction Co. ? 

. Ropprns. Yes. I remember this that is in point: Mr. dePaul 
told me that a sizeable amount of equipment had been required for Lao 
operations and that when it was delivered that it had been purchased 
not in an economical way at all but the purchases had been spread 
over, I believe he said, 20-odd makes of roadbuilding equipment, which 
was most unfortunate because the motors would not be interchangeable 
and the wheels and all of the accessory parts, and it would be neces- 
sary to keep on hand almost prohibitive quantities of repair parts be- 
cause in that part of the world it takes an astonishingly long time to 
obtain replacement parts. 

Mr. Reppan. Did he have any discussions with you relative to the 
condition of the machinery ? 

Mr. Rossrns. He probably did, but I don’t recall it. 

Mr. Reppan. Did he have any discussions with you relative to the 
personnel and their possible association with any of the Universal 
Construction Co. group ? 

Mr. Rossrns. If you mean was he suspicious of any of them, there 
was no discussion. I don’t think that he was suspicious. I know 
that I wasn’t. What has come out here has been amazing to me. 

Mr. Reppan. During the time that you were there, wasn’t the road 
ss a subject of gossip and suspicion ? 

r. Roppins. Yes, and that was inevitable under the circumstances; 
that is, here you had an unregulated monopoly which would always 
be resented by the public. We regulate monopolies here in the United 
States to prevent abuse. But when any organization has a monopoly 
of any function for a country, it is bound to be suspected of taking 
advantage of the monopolist power to get excessive profits for itself. 

Mr. Monacan. What organization are you referring to? 

Mr. Rosstns. The Universal Construction Co. 

It was a bad situation and it met with general disapproval of the 
American colony. 

Mr. Harpy. The Universal Construction Co. met with general dis- 
approval of the American colony ? 

r. Rossrns. Not the company itself, but the fact that they had an 
unregulated monopoly ; with an uncontrolled opportunity to exert 
the powers of monopoly to get excessive gains. 
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Mr. Harpy. Didn’t they have to be approved by the Mission jy 
order to get the contract ? 

Mr. Rossrns. No, sir; 1 don’t think so. I don’t agree with the poli 

1: 7 7 d . : cy 
which we operated under, that brings about that situation. That ‘ 
what we had done was to agree to provide certain funds to the e 
Government, with which, among other things, they were going ty 
build roads. I think it is a fundamental mistake to take our dollars 
and hand them over to somebody else who we then can’t control, _ 

Mr. Harpy. Didn’t we reserve the right to approve a contractor? 

Mr. Rossins. I don’t know that we had any rights. We gave the 
the dollars, Mr. Chairman, and we gave them the equipment that y: 
bought for them to use. We were left with control of nothing, 

Mr. Harpy. Do you mean we made a contract that gave us y) 
rights at all to assure that the money we were putting up bough 
what it was supposed to buy? ee 

Mr. Rossins. That is what it comes to, and that is the reagop | 
think that is fundamentally a bad policy for the Government to fj). 
low. For instance, we were so far out of the situation that one] 
wanted to see what these contracts did provide and I tried to get they 
and I found that the Mission didn’t even have a copy of the contra¢ 
They were contracts between the Lao Government and the Univers! 
Construction Co. | 

Mr. Harpy. Weren’t they third-party contracts calling for us tp 
pay the bill? 

Mr. Rossrns. We were paying the bills, but we certainly couldnt 
have been a signatory in any way to the contracts, or we would hay 
at least had copies of them, English copies. I had to, in order tox 
one, go out to the headquarters, called Pam Pam Building, a building 
on the outskirts of Vientiane, of the Universal Construction (Co, ti 
get a contract, and when I got it it was in French only. They hadm 
English translation of it. And it was a contract strictly between th 
Royal Lao Government and the Universal Construction Co, 

Mr. Reppan. Were there any specifications in that contract? 

Mr. Rosstns. No. It was not acontract for certain roads. 

Mr. Reppan. Did it require them to complete any roads or do any-| 
thing specific ? 

Mr. Rosstns. No. It was not a construction contract, which ap 
parently is what you are thinking about. It was a contract to provi 
professional engineering services for the making of plans and carrying| 
out of the operations of road building. That is, they were to provide 
a number of engineers which were specified in the contract. 

Mr. Harpy. Wasn’t there any requirement that any Mission person: 
nel certify as to performance ? 

Mr. Rossrns. Yes. The payments made by the American Goven: 
ment to the Lao Government, Mr. Chairman, had to go through certain 
formalities, and one of them was a requirement that the Division 0 
Public Works fill out a form having to do with the performance ¢| 
work under this contract, of which we had no copy in the Lao offi, 
and the Division of Public Works did execute such forms. 

Mr. Harpy. Didn’t that give us a measure of control? Wasn't tht! 
the basis on which payment was made? 

Mr. Rossrns. Not enough control in my book, Mr. Chairman. 
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Mr. Harpy. I think you are probably right, but I am trying to un- 
derstand how much control we did have and whether or not we used it. 

Mr. Rozsins. | think such control as we had was purely gratuitous 
control from the Lao Government, because actually, under that con- 
tract, we had no control. All we could do under that contract, as I see 
i, would be to—or affecting the contract, we couldn’t do anything 
under it. We weren’t a party to it. We could shut off the funds un- 
less they behaved in a certain manner, was our last resort. 

Mr, Harpy. We could shut off the funds if the work wasn’t per- 
formed properly, couldn’t we ¢ 

Mr. Rossrns. I should say we could shut off the funds just because 
our cash was running low, if we wanted to, for any reason, yes, sir. 

Mr. Harpy. I am not thinking about that aspect, I am thinking of 
the responsibility of the Mission. The Mission had a responsibility, 
did it not, to determine whether or not the work was performed satis- 
factorily in filling out the form which provided the basis for payment? 
Or was the money just handed over to the Lao Government for them 
to handle it? 

Mr. Rosetns. As I told you, these forms, as I understand the op- 
eration, were required as a condition for the accounting department 
tomake payments on the budget that we had agreed to support for the 
Government. 

Mr. Harpy. Were those forms in essence a certification that certain 
work had been performed ? 

Mr, Rossrns. Yes. 

Mr. Harpy. And you are telling me that the Mission did have the 
authority and the responsibility for determining whether work had 
been performed and in accordance with the contract, if there was one, 
and that that provided a basis for payment ? 

Mr. Rosstns. Let me answer by saying that I thought that the ar- 
rangement was so unsound that I recommended a complete change of 
the operation in which we would use regular American forms with 
complete specifications of materials to be used and work to be accom- 
plished and standards to be met, and under which the contracts would 
be awarded only with the economic benefit of competitive bidding. 

This was probably the loosest operation so far as handling funds 
was concerned that I had ever encountered. I found it necessary 
to propose a budgetary system to protect our kip, because I found that 
we were paying out kip and then learning later that the kip couldn’t 
be accounted for, that there had been confusion in their accounting 
and soon. It was wide open from the accountancy standpoint of the 
control of funds to complete abuse. 

Mr. Harpy. We can readily understand that there were many ave- 
nues for abuse. But the contract with Universal was made by the Lao 
Government; is that correct ? 

Mr. Rogers. That is correct. 

Mr. Harpy. Do you know whether anybody representing the U.S. 
Government participated in the evolution of that contract between 
the Lao Government and Universal? That was done before you 


‘got there, I believe ? 


Mr. Rossrns. Exactly. 


Mr. Harpy. So you have no personal knowledge of it? 
Mr. Rossrns. None. 











554 UNITED STATES AID OPERATIONS IN LAOS 


Mr. Reppan. Mr. Robbins, you referred to this monopoly which 
Universal had on the roadbuilding program in Laos. In that eq. 
nection, I would like to ask you whether you ever observed any op. 
duct or any relationship between USOM personnel and Unive 
personnel which you felt was either improper or not in the best jp. | 
terests of the United States? 

Mr. Rossrns. I am not a suspicious person and I never suspeoiai 
what is now very clear, because while my foresight is terribly fauly 
my hindsight is very clear. 

at I was struck with was the complete absence of our contn] 
over operations which we were paying for, except in the remote sens, 
that we could become so dissatisfied with how they were using th 
money that we could cut it off. But that is a very difficult protectiy, 
device to have to resort to, because it is offensive and it suspends op. | 
erations. 

Mr. Reppan. I am referring primarily, Mr. Robbins, to personal p. | 
lationships between USOM personnel and Universal personnel, Dj | 
any of the USOM personnel live at the Pam Pam House? 

Mr. Rossins. Yes. I had that problem come up. It turned out thy 
one man who was in the Public Works Division 

Mr. Reppan. Was he Mr. McNamara’s successor? 

Mr. Rossrns: I don’t know whether he is still there or what position. 
he is in. His name is Putnam and he was an assistant, in Mr. Mo. 
Namara’s division, to Mr. McNamara. He was staying there. I fel 
that that was improper. The Executive Officer, Mr. Daniel Harkin 
had been disturbed about it and had tried to persuade the man to leay, 
In fact, after one or two oral efforts, he had even written the mans 
letter directing him to leave. But when it came to me those thing 
had been unsuccessful, he said, and he needed some help, so I talkej 
to Mr. Putnam and directed him to leave. 

And he had what was a plausible excuse for holding back, and thi 
was that it was almost impossible to find a place to live in Laos ani 
he couldn’t find any place to move. That was met by Mr. Harkin' 
activities, as I recall, who took the trouble to find him a place. An 
then he was told to move again. 

The thing was improper in this sense. 

I understood that a room and board was provided for the enginees | 
employed by Universal, sleeping and eating at the Pam Pam com| 
pound, at an abnormally low rate, much like the fees for room ani| 
board that a college student in an endowed institution might pay today 
in the United States. 

So it was undoubtedly a form of additional income to him in th 
sense that by being there he got his room and board for less than he 
could have elsewhere. 

So I felt that he was taking advantage of imposing on Universi 
because he could get away with it for the reason that in turn he wa 
an officer of the Public Works Division. 

Mr. Reppan. Did you ever discuss this matter with the Ambassador! 

Mr. Rosstns. No. Everything of any importance was reported t 
the Ambassador, of course, because he 1s in charge of all operation, 
any American operations in any country. But that was such a mino 
thing that I doubt that I even wasted the few minutes it would har 
taken to inform the Ambassador about it. 
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Mr. Reppan. Did you ever have occasion to discuss with the Am- 
bassador any matters which you consider improper or prejudicial to 
the best interests of the United States as a result of activities on the 

art of the Mission personnel ? 

Mr. Rossins. That is a very sweeping question. Do you want to 
confine it for the moment to Universal ? 

Mr. Reppan. Yes, sir, I would like to confine it to Universal, or 
personnel of Universal. _ 

Mr. Rossins What I did about that operation, when I could get 
time—I was immersed in getting this misappropriation of American 
dollars stopped first, in getting housing plans underway, but I got 
around to this, and I told the Ambassador what my recommendations 
were and cabled them to Washington. 

Mr. Reppan. Your recommendations for what, sir? Are you talk- 
ing about money ? 

r. Roppins. Well, just to clean up the whole mess, that is, of con- 
struction, by having competitive bidding on contracts that really had 
specifications and standards throughout, and 

Mr. Reppan. I would like to get to that in a moment, Mr. Robbins. 
For the present if you will just confine yourself to the other problem 
that you were faced with, namely, the relationship between USOM 
personnel and Universal. I would ask you whether or not you ever 
had occasion to discuss with the Ambassabor anything of that nature. 

Mr. Rossins. Yes. I had the requirements of the office to report to 
the Ambassador and to Washington anything that was disturbing and 
I did have to report a transaction that occurred there of Mr. dePaul’s 
that came up and was, I might say, frowned on by the American 
community. 

Mr. Harpy. Will you explain just exactly what that was, sir? 

Mr. Rossrns. When Mr. dePaul left he sold his automobile to the 
Universal Construction Co., and after he had gone there was a lot of 
feeling on the part of the American personnel that that was improper 
and that it was taking advantage of position to get more than might 
otherwise be obtained for something. 

Mr. Reppan. What sort of car was it? 

Mr. Rozsrns. So I did two things about it. 

Mr. Reppan. What sort of car was it, sir? 

Mr. Rozsrns. It was an old Cadillac automobile. 

Mr. Reppan. How old; do you know? 

Mr. Rosstns. I don’t know, but the common knowledge of the 
American community was that it was 10 years old. 

Mr. Reppan. Do you know what condition it was in, sir? 

Mr. Rosstns. Well, Mr. dePaul told me that he had had it in the 
garage for a long time and had tried to get some parts that he had 
had to wait for. AsTI recall he couldn’t get it; it was minus a window 
or two, and the brakes didn’t work too well, and there was some 
transmission trouble. He couldn’t get the thing to shift gears. It 
was one of the original hydromatic gearshifts. That is, in order to 
get it into second gear, as I recall, you had to race the motor and get 
up to a medium speed of nearly 30 miles an hour or something. It 
was, in other words, broken for normal operating purposes? 

Mr. Harpy. And it hadn’t been used for some time ? 
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Mr. Rossins. No, it had been in the garage waiting for some part 
which I guess may never have come. Anyhow, it was never in what 
anybody would consider running order. " 

Mr. Reppan. You reported it to the Ambassador ? 

Mr. Harpy. You said you did two things. Let’s take them one at 
a time, 

Mr. Rossrns. Yes. The feeling was that he had been paid g Price 
for the car which was high, under the circumstances. I told the Am. 
bassador that people generally felt that way. And I also notified 
ICA of the same feeling through Mr. Orville Yarger. I told him 
about the bad feeling in the community over the transaction, The 
other things I did about it were, Mr. Peabody as I recall was absent 
from that part of the country on a visit to his native State of Wash. 
ington, I believe, and Mr. Bird, who ordinarily didn’t come to Laos 
did come up in Mr. Peabody’s absence. I told Mr. Bird that I thought 
that it was a thing like the monopoly itself that would create sys. 
picion, and told him that I didn’t want the American colony to be 
brought under suspicion by any action that he might take or inaction 
that. would allow his personnel to make purchases of the cars of de. 
parting Americans. I didn’t want it to happen again. 

Moreover, I do recall that when one American was leaving and 
going to sell his car, I admonished him against selling it to a con- 
tractor who was using American funds. 

Mr. Harpy. Let’s go back a minute. First of all, who was that 
employee you referred to? The last one. 

Mr. Roretns. McNamara was going to sell his car, which I didnt 
know until I read about it, for the second time out there. With this 
in mind I said “Be certain not to sell it to anybody that we do busi- 
ness with, because we don’t want any more of the discussions such 
as arose over Mr. dePaul’s selling his car to Universal.” 

Mr. Harpy. Let’s go back to Mr. dePaul. 

Mr. Reppan. May I have one question? Do you know who Mr. 
McNarama sold his car to, sir? 

Mr. Roserns. I read the testimony, and it didn’t give the name. It 
said that his car had been sold to, I believe it was a Chinese merchant. 

Mr. Reppan. Mr. Chee? 

Mr. Ropstins. No. Not to Mr. Chee. As I recall the testimony, it 
was that he, Mr. Chee, had arranged to help Mr. McNamara sell this 
car to the Chinese merchant. 

Mr. Reppan. Do you know who Mr. Chee was? 

Mr. Rogsrns. No, I never knew his function. 

Mr. Reppan. Do you know with whom he was associated ? 

Mr. Rossrtns. Yes. He was associated—I don’t know, you see him 
around at various restaurant operations. I have seen him at Pam 
Pam, for example. 

Mr. Reppan. Wasn’t he the major-domo at the Pam Pam House? 

Mr. Rogsrns. He may have been. He may have been. I don’t know 
that a strict fact. 

Mr. Harpy. Do you have any personal knowledge of the individual 
who bought Mr. McNamara’s car? 

Mr. Roszerns. I have no idea. 

Mr. Harpy. You were there at that time, were you not? 

Mr. Rossrns. Yes, and he told me that he was selling it and he 
would not sell it to any employee of Universal. 
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Mr. Harpy. And you have no information of your own knowledge 
as to who did buy it ? a sap 

Mr. Rossins. No. The only knowledge I have of it is from reading 
Mr. McNama ra’s testimony in which he said that Mr. Chee arranged 
to have this Chinese buy it. 

Mr. Harpy. Let’s turn to Mr. dePaul’s car. His car hadn’t been 
run for several months. Can you tell the committee how much was 
paid for it # ; 

Mr. Rosstns. I don’t know what the amount—I don’t know of my 
personal knowledge, Mr. Chairman, what the amount was. All I 
know was the rumor that it was an amount that seemed substantial 
for what was purchased, and the rumor had it that it was the sale of 
two things in one transaction. 

Mr. Harpy. Mr. Robbins, just remain seated. I want to get Mr. 
Erickson up here on this question of the price that was paid. 

Did you say it was the sale of two things in one transaction ? 

Mr. Ronsrns. That is what I was told. It was the sale of his record 
turntable and a cone loudspeaker for the hi-fi-type reproduction of 
music, 

Mr. Harpy. I believe Mr. Erickson has that. 

Mr. Rossrns. And the car. I understood they were sold together. 

Mr. Harpy. Mr. Erickson, will you come up, please? Will you be 
sworn, please ? 

(The witness was sworn by the chairman.) 


TESTIMONY OF ELDEN ERICKSON, ECONOMIC OFFICER, BUREAU OF 
SOUTHEAST ASIAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Harpy. Have a seat next to Mr. Robbins, if you will. 

Mr. Reppan. Please give the reporter your full name. 

Mr. Ertcxson. Elden Erickson. 

Mr. Reppan. Where are you employed ? 

Mr. Ertcxson. Department of State, Bureau of Southeast Asian 
Affairs. 

Mr. Reppan. In what capacity ? 

Mr. Ertckson. Economic officer. 

Mr. Reppan. Will you give your address? 

Mr. Ertcxson. Here in Washington ? 

Mr. Reppan. Yes. 

Mr. Erickson. 432 36th Street Northwest. 

Mr. Reppan. Did you bring with you today a cable from the Em- 
bassy in Vientiane ? 

r. Ertckson. Yes. 

Mr. Harpy. Is it in code? 

Mr. Ertcxson. It is, but I have a paraphrase here. 

Mr. Reppan. Would you read the paraphase, please ? 

Mr. Erickson. (reading) : 


Before his departure from—— 


Mr. Reppan. And the date? 
Mr, Ertcxson. April 12. 
Mr. Harpy. 19 what? 

Mr. Ertcxson: 1959. 

Mr. Harpy. Go ahead. 
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Mr. Errckson (reading) : 


Before his departure from Vientiane Mr. Carter dePaul sold on the } 
market a Cadillac automobile for 100,000 kip and a high fidelity 
for 20,000 kip. A total of 106,330 kip, equal to $3,038 from the 
converted in accordance with Embassy procedure. 

Mr. Reppan. Who is Holt ? 

Mr. Erickson. He is the Deputy Chief of Mission in Vientiane, 

Mr. Harpy. Thank you, Mr. Erickson. 


FURTHER STATEMENT OF CARL BURTON ROBBINS, FORMER 
DIRECTOR, U.S. OPERATIONS MISSION, LAOS 


Mr. Reppan. Do you know what happened to that car? 
Mr. Rossrns. No. These things that happened, I don’t know of 
All I know is that the understanding was | 

abroad that Mr. Peabody, who had the car standing out near the Pap, | 
Pam Building on this compound, had stripped it of a part or two, or 
something—I don’t know what. It had been stripped of something 
and cut up with an acetylene torch and dropped in the bottom of ap 
abandoned country well. That was the story. 

Mr. Harpy. You don’t know what happened to the record tum. 


personal knowledge. 


Mr. Rogsrins. No, sir. I saw the record player in the Pam Pap 


Mr. Harpy. Was it operating? 
Mr. Rossrns. It wasn’t the set that Mr. dePaul had when I arrived, 
Mr. Harpy. Did you ever see the car sitting out in front of the Pam 


Mr. Rogers. Yes. 
when I arrived. 


I saw it out in front of the Director’s hous 
It had been gotten out of the garage and was, | 
guess, just then being transferred to Mr. Peabody’s company, 

Mr. Harpy. Did you ask Mr. Peabody to get it out of sight becaus 
it shouldn’t be seen sitting around? 

Mr. Rogsrns. I told him that I thought it was a bad thing to have 
done. As long as it was there, it was going to keep this bad feeling | 


Mr. Harpy. And he responded to your request by cutting it up! 

Mr. Rogprns. Well, I don’t know whether he did it at my request, 
because I didn’t ask him to cut it up. I was amazed when I heard its 
disposal had been that. 

Mr. Monacan. You spoke, Mr. Robbins, about going to Pam Pam to 
get a look at this contract between the Government and the construe: 
tion company. 

Mr. Rogsins. Yes, sir. 

Mr. Monagan. Is that the same club that you are talking about, 
or compound ¢ 

Mr. Rosstns. What it was was a building owned, I believe, by the 
Prime Minister that had been an old—just a frame building but used 
for a native nightclub. Mr. Peabody had leased it and made great 
improvements in it and used it to house the engineers which, under 
his contract with the Lao Government, he was required to provide. 

Mr. Monacan. The club was no longer there at the time that he was 
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Mr. RospiNs. Yes, the club was there when I arrived and when I 


«" Monacan. They were both there in the same building? 


Mr. Ropsrns. What are you referring to, “They were both there”? 
Who is “they *” ' 

Mr. Monacan. The engineers on this contract that you were talk- 
i t. 

Sins! Oh, yes. Peabody’s office—the office, I suppose, for- 
merly of Universal Construction Co.—was in the same building. 

Mr. Harpy. Was the club a part of the Peabody operation? = __ 

Mr. Rossins. No. There was nothing like a nightclub operation 
at all. It was a combination of a dormitory and a boardinghouse, 
you might say—to provide food and housing for his staff. 

Mr. Harpy. And some recreation for them, presumably ? 

Mr. Rossrns. No, I had been in the place on various occasions and I 
never saw any form of recreation around there. 

Mr. Harpy. You never saw any poker playing? 

Mr. Rossrns. That was something new to me. I have seen chess 
games, and I have seen gin rummy, but never saw any poker and 
never saw any money on the table. 

Mr. Reppan. Mr. Robbins, do you know of any USOM or Embassy 

rsonnel who ever became employed by Universal Construction Co. ? 

Mr. Rossins. USOM personnel, later employed by 

Mr. Reppan. Yes, sir, or Embassy personnel. 

Mr. Ropsins. Oh. Yes. I know of one instance. The medical serv- 
ices for the American colony had been provided by a woman doctor 
who was on the payroll of ICA from the time of the founding of the 
Mission, or soon thereafter, until finally the Embassy obtained a medi- 
cal officer who had been brought up from Pago Pago. At that time 
this medical officer that Mr. dePaul had contracted with to come to 
Laos to take care of the Americans was given another contract by the 
Universal Construction Co. as their medical officer. 

Mr. Reppan. Had they had a medical officer prior to that time? 
Had Universal had a medical officer? 

Mr. Rossrns. I don’t have any personal knowledge of that be- 
cause the situation I have described—it was this former ICA person, 
in answer to your question, was on the Universal payroll when I 
arrived. 

Mr. Harpy. Was she on both payrolls at the same time? 

Mr. Rossins. I am sure that that wasn’t true. The general knowl- 
edge of the community was that when her contract was terminated 
because of the arrival of a State Department employee medic, not a 
contractor, that her contract had been canceled by ICA and she had 
been given a new one by Universal. That was the-— 

Mr. Harpy. Do you know what circumstances entered into her 
securing a contract with Universal ? 

Mr. Rossins. What circumstances ? 

Mr. Harpy. How did she happen to get that job? 

_Mr. Rossrys. I don’t know. I can only tell you that the informa- 
tion of the American colony was that she had been recommended by 
USOM to Universal. 

Mr. Harpy. USOM recommended to Universal ? 

Mr. Rossins. That’s right. 
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Mr. Harpy. In any event, when you arrived she was not an Ic, 
employee? ° 

Mr. Rosstns. No. 

Mr. Harpy. She was still in Vientiane and employed by Univepsy; 

Mr. Rogsrys. That’s correct. 

Mr. Harpy. You say she was recommended by the Mission. Yo, | 
don’t mean that was an official Mission recommendation ? 

Mr. Roserns. Well, actually what I thought, from what T have 
been told had happened, was that Mr. dePaul had simply asked fy 
Peabody to hire her and he had done so. 

Mr. Harpy. Thank you. 

Mr. Reppan. Do you know what salary she was hired at by Uni. 
versal ? ; 

Mr. Rossrns. I understood it was the same salary she had been p. 
ceiving from ICA; namely, a thousand dollars a month. | 

Mr. Harpy. Thank you, Mr. Robbins. 

I think that is a good place to sign off for the evening. 

Let the subcommittee stand adjourned, to reconvene at 2 o'clock 
tomorrow. 

(Whereupon, at 4:37 p.m., the subcommittee was adjourned, ty | 
reconvene at 2 p.m., Wednesday, April 15, 1959.) 
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UNITED STATES AID OPERATIONS IN LAOS 


WEDNESDAY, APRIL 15, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monerary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:10 p.m., at 
the George Washington Inn, Hon. Porter Hardy, Jr. (chairman of 
thesubcommittee) presiding. 

Members present : Porter Hardy, Jr., John S. Monagan, and George 
Meader. ; 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr, counsel; Miles Q. Romney, counsel; Walton Woods, staff inves- 
tigator ; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan and myself, 
constituting a quorum under the committee rules. 

On yesterday afternoon we had some testimony involving the sale 
of an automobile by Mr. dePaul. There had also been some other 
references to Mr. dePaul in the course of the testimony. 

In order that there may not be too much of a break in that testi- 
mony I think perhaps it would be appropriate to give Mr. dePaul 
an opportunity now to comment on some of the things that were 
developed yesterday, if you care to do so, Mr. dePaul? 

Mr. pePavun. Yes, sir. 

Mr. Harpy. Come on up. 

We won’t be able to spend very much time on this this afternoon, 
but I did feel that it would be better to have the record more or less 
complete at least with respect to the automobile matter. 

As I said, we won’t be able to get very far now because we have 
some other things we have to cover this afternoon. If there is a 
need for further clarification by you, ample time will be given before 
we conclude these hearings. 

Mr. pe Pavt. I appreciate that. 

Mr. Harpy. You have been previously sworn ? 

Mr. pe Pauw. Yes, sir. 

Mr. Harpy. If you have any comments to make about the testimony 
adduced yesterday, proceed. 
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FURTHER TESTIMONY OF NICHOLAS CARTER dePAUL, JR., DEPYy 
ASSISTANT TO THE DIRECTOR FOR LIAISON, INTERNATIONg; 
COOPERATION ADMINISTRATION (FORMERLY DIRECTOR, yg 
OPERATIONS MISSION, LAOS) 


Mr. pEPaut. I would like to comment on quite a variety of points 
but in view of the time limitation I would defer extensive commenis 
on such matters as the Mekong procurement, the Denis Freres hous; 


contract, the general conditions of housing in Laos, the transfer of | 


duties of Mission Directors and such matters, and I think most impor. 
tantly, the control over counterpart funds exercised by USOM/Lag, 
Mr. Harpy. I don’t know how much detail we are going to wan; 


to get into in those various subjects later on in testimony from yoy, | 


The thing that I am concerned about at the moment is the testimon 
that has a direct personal relationship. With respect to the matter 
that are of a more official nature, we may want to pursue some of then 
later on. We will have to see how they tie in with other element 
in the hearing. 

Mr. pePauu. I might add, Mr. Chairman, these other matter 


could be covered by others as well as myself, and perhaps more ably, | 


| 


With respect to the automobile transaction, I appreciate the oppor. | 


tunity. I would like to simply acquaint the committee with the facts 
A Cadillac automobile was brought by me, under an official Gov. 
ernment transportation authorization, to Saigon in 1954. 
Mr. Reppan. Do you have the bill of sale for that, Mr. dePaul! 
" Mr. pePaut. I do not have it now. I think I turned it over to th 
uyer. 
Mr. Reppan. Do you know what you paid for that? 
Mr. pePaut. I established a value for the automobile officially with 
the Embassy at the time of sale. That is on the record. 
The vehicle was shipped to USOM/Saigon in 1954. It was usedby 
me for a very brief period and was then put into storage, used by 
one or two other people for a brief period, but was mainly in storag 


in Saigon because I was commuting between Saigon and Laos, and | 


ultimately took up residence in Laos in 1955 in January. 


The vehicle was not being used at that time, and my intention wa | 


to sell it in Saigon rather than bring it to Laos, which seemed phys: | content 


cally impossible at the time. 


However, during the early months of my stay in Laos it became | 


very a — that we were short of transportation of all kinds 
USO aos was equipped with one jeep; the Embassy was equippel 


with a jeep station wagon which the Ambassador used, and a fev 


other vehicles, and rolling stock was desperately needed. 

I suggested at that point that we might make some use of the 
Cadillac if it could be gotten to Laos. It was brought up to Law 
under Embassy auspices by air at no cost to the United States. Sine 
obviously the Mission Director should not drive a Cadillac when the 
Ambassador is provided only with a jeep station wagon as his official 
car (which, of course, was ordered and on the way but had not ye 
arrived) I lent this vehicle to the Ambassador for his official use, and 


in return we secured various other accommodation from the Embassy. | 


We were given the use of certain vehicles which we needed. Weil 
not need a Cadillac. We needed transportation. 
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It was used in this fashion for about 4 or 5 months, at the end of 

which time the Ambassador’s official car arrived and the Cadillac was 

to me. 

a not particularly want to use it. I turned it over to the Mis- 
sion motor pool as an official vehicle under a written arrangement 
which provided that no mileage would be charged by me but that the 
Mission would be responsible for maintenance and fuel. The car was 
ysed by me and by others under that arrangement for a period of 
several months and was maintained in excellent condition. 

[ might add, sir, this car when it was shipped was in absolutely 

rfect condition. It had been thoroughly overhauled and perfected 
pofore shipment. It was used very sparingly up to this point. 

Mr, Monacan. What year model was that? 

Mr. pePavt. 1947 Cadillac, seven passenger. 

Mr.Monacan. Sedan? | 

Mr. pePaux. Sedan. Original cost approximately $7,200, I think. 

Mr. Reppan. Had it been used as a taxicab? 

Mr. pePavu. I cannot say. It had not been used as a taxicab by 
anyone that I know. \ 

Mr. Reppan. Had it been used as a sightseeing automobile? 

Mr. pePavuu. Not tomy knowledge. 

Mr. Harpy. Where did you acquire it ? 

Mr. pePavt. I purchased it in 1953 or 1954. 

Mr. Reppan. From whom ? 

Mr. pePavut. By my father for me. 

Mr. Reppan. Do you know what he paid for it? 

Mr. pePaut. I think he paid approximately $1,200 cash. We then 
added a great deal of work and five new tires at a cost of $250, and I 
figured that the total value of the car at the time of shipment was 
approximately $1,800 or $1,900. | 

Mr. Harpy. At the time of shipment from where? 

Mr. pePaut. From New York to Saigon in 1954. 

That point is important because it is that value that you can estab- 
lish with the Embassy in terms of currency conversion. And I so 
established a value, approximately of that amount. 

Mr. Harpy. $1,800 ? 

Mr. ppPavt. $1,800 or $1,900, I believe. 

Mr. Harpy. How much was the dollar value of the kip which you 
converted 

Mr. pePau.. Sir, that is a complicated transaction. I converted 
with the Embassy, on all accounts, $3,038, including approximately 
$650 in cash which I was entitled to convert under the rule that you 
can convert kip to realize not more than one pay period of salary. 

Mr. Reppan. Where did you get that kip, Mr. dePaul ? 

Mr. pePavut. I obtained kip from numerous sources. I had many 
transactions. I obtained 120,000 kip from Mr. Peabody, as you know, 
and that of course is recorded in the Embassy. I obtained miscel- 
laneous kip from various transactions, payments in and out. I was 
settling all of my accounts. And I was able to convert on behalf of 
the established value of the car, namely $1,800 or $1,900 plus a few 


hundred dollars, $300 or $400, on behalf of the sound system, and the 
$600 that—— 
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Mr. Harpy. You of course realize that that is not quite consiste 
with the testimony which was given yesterday in connection vit 
what you received. I presume that the detail of that informa; 
should be available. ™ 

Mr. pePaut. Yes, sir; itis. 

Mr. Harpy. Do you have it? 

Mr. pePaut. I can reconstruct the accounts. 

Mr. Harpy. I think we will have to have it from official] sources 

Mr. pePaut. I do remember the approximate amounts. , 

Mr. Harpy. Of course I don’t know whose memory is likely to hy 
better. But if we are going to clear this matter up, it is going to be 
necessary that we get this information from the Embassy so that yw 
will know just exactly what did transpire. . 

Who represents the State Department here? 

Will you see that we get that information from the Embassy? 

Mr. Corcoran. I think you already have it. 

Mr. Harpy. The cable doesn’t give us a breakdown. As a matte 
of fact, the way I understand this information which Mr. dePaul hy 
given us now, it is not consistent with what the cablegram said. 

Mr. pePavt. I believe it is, sir. 

I converted 106,000 kip on all accounts and received a check fron 
the Embassy of $3,038 which I deposited in the Irving Trust Co, jp | 
New York. 

Mr. Reppan. What did you do with the rest of the kip you got fron | 
Peabody ? 

Mr. pePavt. I think there was only a balance of about 14,000, and 
that was absorbed in liquidating my accounts, presents to servants and 
various items. I don’t remember the detail. I was liquidating all my 
indebtedness and taking care of routine transactions. I recall that] 
came out about even. 

Mr. Harpy. You had an agreement with the Ambassador to let him 
use your private automobile in exchange for what ? 

Mr. pePavut. An informal agreement whereby we could draw upm 
Embassy resources. I think we were given from time to time the us 
of various vehicles because this 

Mr. Harpy. Mr. dePaul, this was a personal automobile? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. That was made available to the Embassy in exchange 
for certain considerations to the Mission. It isn’t too often that we! 
find personal items of this kind all mixed up with official items, And| 
I think it is going to be desirable, if possible, if there was any written 
agreement with the Embassy, to know just exactly what that arrange 
ment was. 

Mr. pePavt. I don’t believe there was a written agreement, sir. 

Mr. Harpy. Ambassador Parsons used your car? 

Mr. pePavt. No, sir. Ambassador Yost, who preceded him. This 
was in 1955. 

Mr. Harpy. Where is Ambassador Yost now ? 

Mr. peEPaut. Presently in Morocco. 

Mr. Harpy. A little too far to get him back here. 

Mr. pePaut. The transaction, however, was effected through th | 
Executive Officer of the Embassy. 

Mr. Harpy. Who was that? 
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Mr. pePavuv. Mr. Moriarty. 

Mr. Harpy. Where is he ? 

Mr. pePaut. I do not know. . 

Mr. Harpy. Do you know where Mr. Moriarty is, Mr. Corcoran ? 

Mr. Corcoran. Not at the moment; I can find out. 

Mr. Harpy. And the arrangements were made with Mr. Moriarty ? 

Mr. pEPauL. Yes, sir. 

Mr. Harpy. You spoke of an agreement that you had with the 
Mission after you got your car back from the Embassy. You say that 
was a written agreement ¢ a 

Mr. pePavw. It was recorded in writing, sir. 

Mr. Harpy. Recorded in writing; and where is that ? 

Mr. ppPavt. I do not have it, sir. It should be filed in the Mission. 

Mr. Reppan. What was the substance of the arrangement ? 

Mr. pePaut. Merely that the vehicle would be turned in to the offi- 
cial USOM motor vehicle park and would be operated under Govern- 
ment auspices. ‘This was because of the insurance factor. It is unde- 
sirable to drive an automobile that does not have an official status. 

Mr. Harpy. Here is a paragraph in a letter from Mr. William Kelly 
to Mr. Charles N. Keating, which has to do with this automobile. 
This paragraph reads: 

When the automobile was returned to Mr. dePaul, the USOM was extremely 
short of transportation. He then arranged that it would be used by the Mission 


as the Director’s automobile and general utility car in return for fuel and main- 
tenance costs. 


Mr. dePaul states that he has not claimed mileage and has received no reim- 
pursement for its use. 
That is consistent with what you just testified. 


The use of this automobile is reported to have been carefully documented by 
Mr. Ashcanase. 

Mr. pePau. Yes, sir; at my request. He was my acting Executive 
Officer at the time and it was his funetion—— 

Mr. Harpy. I don’t question that for a second. 

Mr. pePavut (continuing). To make the record. 

Mr. Harpy. Often Mr. Ashcanase comes into the picture. You say 
the car was transported from Saigon to Vientiane at no cost to the 
Government. Who transported the car? 

Mr. pePaut. The French Army. 

Mr. Harpy. Was that a reciprocity proposition ? 

Mr. pePaut. No, sir. ‘That was done, I believe, in relation to 
French Army transports, Bristol aircraft, which were making flights 
tothatarea. In other words, no cost to the French Army. 

Mr. Harpy. We didn’t incur any oblig " 


obligation to the particular people 
who flew the plane in order to get this done? 


Mr. peEPaut. I don’t believe so. I didn’t arrange this transaction. 

Mr. Harpy. It was done by air; was it not? 

Mr. pePaut. It was done by air, which was the only feasible 
method at that time, which, of course, is why I didn’t intend to bring 
it myself because I myself could not have arranged air transportation. 

Mr, Harpy. You said that you established the value of the car with 
the Embassy? How did you do that? 

Mr. pePaut. I filed a written statement stating what my estimate 
of the value of the car at the time of shipment was, and I gave some 
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figures, and I gave a breakdown of how I arrived at this. To th 


best of my recollection, sir, I established a figure of $1,800 or $1.9) | Mr. FE 
I am not certain of the amount. he wouldn’ 
Mr. Harpy. But you don’t know how you established that valyg to say al 
Mr. pePauu. I remember certain elements. I remember there are Mr. D 
two checks in my possession. I don’t have them at the momey | a small 
$1,200 and $250. transmi: 


Mr. Harpy. Would the Embassy record show specifically how much entire 





you were permitted to receive for that automobile in terms of dollars} repair f 
Mr. pePaut. Yes, sir, they would, and they would show exactly 6 0 
the amount which I established. San Fr: 
Mr. Harpy. Just so this will be clear, here is the way the Message approxi 
which was put in the record yesterday reads: stalled. 
Before his departure from Vientiane Mr. Carter dePaul sold on the local my 4 
market a Cadillac automobile for 100,000 kip, and a high fidelity record player | Mr. 
for 20,000 kip. Mr. pi 
Mr. pePavut. Correct, sir. Mr. 
Mr. Harpy (reading :) Mr. 0 
A total of 106,330 kip—equal to $3,038—from the proceeds was converte livered 1 
in accordance with Embassy procedure. Mr. I 
The way I read that it seems to indicate there was a little less than nished 1 
14,000 kip out of what you received from those two transactions which |; till 
you were not permitted to convert under that arrangement. it es 
Mr. pePavt. Sir, there is one Mission element here that I might installec 
add. It does not include a conversion privilege extended to all ier | 
Americans equal to the amount of one pay period of salary, so that | P bod 
I was permitted to convert a much smaller amount from these pro- i I 
ceeds, but also permitted to convert about $650 from whatever moneys Mr 
I had from whatever source. This was a standard practice. ai 
Mr. Harpy. About $650? ly. Ito 
Mr. pePaut. So that I was When 
Mr. Harpy. Suppose we took the $650 from this. You would still had cs 
have $2,400 approximately ? . dius 
Mr. pePavut. Approximately $2,350 or $2,500. And I believe that | rate 
checks, sir, if we take approximately $400 for the value of the record , a id . 
player and $1,900 or so for the value of the car. rs 
Mr. Harpy. How much for the record player ? a 
Mr. peEPaut. About $400 I would think. wake wi 
Mr. Reppan. How much did you pay for that? — © 
Mr. pePavut. I would estimate that the cost to me, new, of thos en an 


components and the records that I sold was approximately betwee Mav I 
$700 and $800. ay Ia 


Mr. Reppan. Did you give the Embassy a bill of sale on that? = : 
Mr. pePaut. I did not have a bill of sale. th t che 
Mr. Reppan. How did you establish the value of that? 1 h ‘d 
Mr. pePaut. I gave my estimate of the depreciated value at the time straight 


of shipment, which I estimated to be whatever the figure is, I dont body. h 
recall it. I would say approximately $400. ’ 


; limite 
Mr. Harpy. Do you have anything further? 1 Tet d 
: ear . 5 United 
Mr. peEPavt. Part of the components were new, part were used. All | had bee: 
were in excellent condition. | Mr. 
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Mr. Harpy. You neard the testimony that the car lacked parts and 
wouldn’t run and hadn’t run for some months. Do you have anything 
tosay about that? = ar, 

Mr. pePavw. Yes, sir; that is correct. The transmission developed 
a small defect. It was impossible to get repairs to a Cadillac 
transmission in Laos. It was necessary, therefore, to replace the 
entire transmission, although this would not have been necessary had 
repair facilities been available. 

e ordered a new transmission at a cost, I believe, of $185 from 
San Francisco. For some reason which I didn’t understand it took 
approximately 9 or 10 months for that piece to arrive and to be in- 
stalled. ‘This brings us up to the time approximately 1 week before 
my departure. i 

Mr. Harpy. Was it installed before you left? 

Mr. pePaut. Yes, sir; it was. 

Mr. Harpy. But it still wasn’t running? 

Mr. pePavuw. It was running, sir. I tested the car before I de- 
livered it to Mr. Peabody. 

Mr. Harpy And it is your testimony that the information fur- 
nished in the testimony yesterday was not accurate? 

Mr. pePaut. My testimony, sir, is that I tested this car. I drove 
it approximately 5 or 10 miles. I found that the transmission was 
installed. I believe that it needed some further adjustment. The car 
was in running condition. 

May I complete the story by saying that I had sold this car to Mr. 
Peabody without having inspected it myself. 

Mr. Harpy. And without his having inspected it either ? 

Mr. prPaut. He was familiar with it. He had seen it previous- 
ly. I told him that it was in good condition. 

When I found that there were certain remaining defects, namely, 
one cracked and one broken window, some rain damage that 
had occurred in the garage that I didn’t know about, and the necessity 
of adjusting the transmission, I said to Mr. Peabody, “I regret the 
car is not in top condition which I represented it to be. You have 
already paid me 100,000 kip. I would like to straighten out this 
matter.” And I wrote him a check for $100, which I have here, to 
compensate him for the shortfall in the quality of the car as compared 
with what I had represented it to be. I estimated this amount to 
represent the cost to him of these further repairs, and he accepted 
this check. This reduced, of course, the proceeds to me of the sale. 
May I add, sir. 

Mr. Harpy. When did you leave over there? 

Mr. pePaut. I left on approximately August 2, 1 or 2 days after 
that check, 

Thad very much in mind that this transaction should be kept on a 
straight business basis. I was reluctant to sell the car to Mr. Pea- 
body, he being an American contractor. I had, however, only a 
limited number of alternatives. I could have returned the car to the 
United States at Government expense, costing about $900 freight, if I 
had been able to get the car to Bangkok, which was very doubtful. 

Mr. Reppan. Weren't they bringing cars in from Bangkok ? 

Mr. pePaut. Bringing cars in, sir, but the cars that came in took 
quite a beating. There was no safe, insurable way of transmitting 
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this car to Bangkok. It was extremely hazardous. I was leaving, | 
didn’t want to be faced with some future claim. Further, I saw yp 
point in charging the U.S. Government $900 for the return shipmen 

Mr. Harpy. When did you first learn that the car was junked? | 

Mr. pePaut. I learned that yesterday, sir. 

Mr. MonaaaN. Is this record player merely a group of components} 

Mr. peEPaut. Yes, sir. 

Mr. Monacan. Nocabinet or anything? 

Mr. pePaut. Yes. There was a cabinet, a very expensive my. 
hogany cabinet, a 15-inch Altec speaker, a Connoisseur record player 
which I purchased in Hong Kong, an Altec 20-watt amplifier, and, 
collection of approximately 100 long-playing records, some in good 
condition, others somewhat used. I would estimate, sir, a marke 
value of about $700 to $800. 

Mr. Reppan. Market value in Laos? 

Mr. pePaut. When new, in the United States. 

Mr. Reppan. Did anyone else in Vientiane want that record player! 

Mr. pePaut. No, sir. I advertised it for sale. I received no offas 

Mr. Reppan. How much did you offer it for sale? 

Mr. pePaut. I don’t remember the amount. I don’t know whether 
I specified an amount. If I did it was the same amount. I possibly 
put a price of $400 on it. 

Mr. Reppan. Did you advertise it in the paper? 

Mr. pePaut. Yes. 

Mr. Reppan. The local paper? 

Mr. pePaut. Yes. The local paper, and also the automobile. — This 
was required by Embassy regulations. 

Mr. Harpy. And you got no offers, no responses to your advertise 
ment 4 

Mr. pEPaut. No, sir. 

Mr. Harpy. So then you approached Mr. Peabody and he took it 
off your hands? 

Mr. pePaut. No, sir. I think he approached me. He was of 
course familiar with the equipment. He said “I would like to buy 
it.” ; 

Mr. Harpy. But he didn’t respond to your ad? 


Mr. pePaut. I doubt if he saw the ad, sir. I doubt if he read th 


local paper. 

I also posted this on the bulletin board as required. 

Mr. Harpy. You posted it on the bulletin board at the Pam Pam 
House ? 

Mr. peEPaut. No, sir. 

Mr. Reppan. Mr. Peabody was the only person in Laos who wanted 
either your car or your record player ? 

Mr. pePaut. Yes, sir. 

Mr. Reppan. Who paid for the transmission that you say was pit 
in the car? 

Mr. pEPaut. The transmission was paid for by the Mission under 


the agreement that they would provide maintenance. It is the onl | 
maintenance which they provided, aside from routine greasing and | 


fuel. There was no other major work done on it. 
Mr. Harpy. Is there anything further that you want to refer t 
now of a personal nature, Mr. dePaul ? 
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Mr.pePavut. Just one further item, sir. 

Mr. Harpy. Still on the car? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. Go ahead. — 

Mr. pePaut. I would like to advise the committee that on June 
91, 1957, which was approximately 5 weeks before my departure, I 
cabled Washington outlining the information I have already given 
you, stating that for the past 9 months the car had been out of service 
due to lack of spare parts; stating that with Embassy permission I 

lanned to dispose of the car on the local market but would discuss 
this matter with Mr. Kelly, of P.S. & I.—Personnel] Security and 
Integrity—on June 26. I recall discussing this matter with him. I 
have not seen his report, but I believe that he and I discussed the 
matter and he approved my plans. 

May I add also—— 

Mr. Harpy. That was Mr. Parsons? 

Mr. pePaut. Mr. Kelly, of P.S. & I. But I also received Em- 
bassy permission which was required. . 

Mr. Reppan. Did you talk to Ambassador Parsons about this? 

Mr. pePavt. I do not recall, sir. I may have mentioned it to him. 
But I would normally talk with the Embassy Executive Officer. I had 
discussed it earlier with Mr. Charles Higdon, who was the Executive 
Officer at that time. He left about this time, and I believe the final 
transaction was performed under the aegis of his successor. 

Mr. Reppan. Did you inform the Embassy that you intended to sell 
thisto Peabody / 

Mr. pePaut. The Embassy was aware of this because it would be 
necessary to record the buyer and make sure that the buyer complied 
with regulations. There is a form that is required that I filled out. 

Mr. Reppan. Did you advise Kelly of that also? 

Mr. peEPaut. I advised Mr. Kelly of all elements of the transaction. 
Iam not sure exactly where we stood on June 26 when I talked to Mr. 
Kelly. I advised him of the problem. I discussed this problem 

Mr. Reppan. At that time did you know that you were going to sell 
itto Peabody ? 

Mr. pePavut. I do not recall. Iam not sure of the timing. I may 
have discussed it with him later. 

I know the June 26 date because it is mentioned in this cable. 

Mr. Harpy. You are familiar with the letter which Mr. Kelly wrote 
to Mr. Keating about this car transaction ? 

Mr. pePaut. I am not. I know there is such a letter. I have not 
seen it. 

Mr. Harpy. In order to try to complete the picture I will read a 
couple of paragraphs from it: 





Mr. dePaul has advised the Embassy of his desire to sell the automobile. He 
has complied with the Embassy’s regulations concerning the disposal of personal 
property. No one in the official American community is interested in the pur- 
chase but an offer to buy has been made by Jerry Peabody of the Universal Con- 
struction Co. This company is a contractor with USOM. The only alternative 
for selling would be to the Government of Laos. 


I think maybe I had better not read the next sentence. To continue: 


The Ambassador is cognizant of the proposed sale to Mr. Peabody. 
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Then the last paragraph of the letter: 


I am unable to evaluate the propriety of USOM’s purchase of the trangmjgs 
for this car and I am recommending that Mr. dePaul request an opinion tne 
the Controiler. 7 

Did you do that? 

Mr. pePaut. No, sir; I was not aware of this. 

Mr. Harpy. Then you are saying Mr. Kelly didn’t correctly adyig | 
Mr. Keating; he did not recommend that you request an opinion from 
the Controller? 

Mr. pePavut. I do not recall sir. It may have escaped my Memory 

Mr. Harpy. The letter states: 

If the opinion is adverse, Mr. dePaul states he will make reimbursement fy | 
the transmission. 

Mr. pePavut. That indicates that Mr. Kelly discussed this with mp 
It has slipped my memory. I am sure that if Mr. Kelly recommenda 
getting such an opinion I must have gotten it. I do not recall it, gi 

Mr. Harpy. The last phrase of the letter states: 


But he will undoubtedly then consider the submission of a claim for mj, 
age. 


So the question as to whether or not you were going to receive mik 
age was tied in with whether or not the Mission bought your tran 
mission ¢ 

Mr. pePavt. I recall the conversation now. I pointed out to M 
Kelly that the agreement had been that I would provide the vehick 
for official use subject only to maintenance. I believed that in sud 
circumstances I would have a claim for mileage. I intended to sub. 
mit none, and received maintenance in lieu of mileage. If I wen 
denied the small cost of maintenance—$185—I perhaps said face 
tiously that in that case I might consider putting in a claim for mil. 
age. I never seriously intended to do so because I kept no recor 

Mr. Reppan. Weren’t these records carefully documented by M, 
Ashcanase ? 

Mr. pePavt. I beg your pardon ? 

Mr. Reppan. Weren’t these records carefully documented by Mr 
Ashcanase? 

Mr. pePavt. I personally kept no record of mileage on the ca, 
The Mission may have kept it. I am not sure. But I did not ser-| 
ously intend to put in such a claim. 

Mr. Reppan. Just a minute, Mr. dePaul. According to Mr. Kell 
you advised him that you had not claimed mileage and received 1 
reimbursement for the use, but that the use of the automobile ist 
ported to have been carefully documented by Mr. Abe Ashcanas, 
then Executive Officer. When the chairman asked you about thi| 
awhile ago you said, “Yes, he kept meticulous records under my | 
direction.” 
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Mr. pePavt. No, sir; he documented the agreement under which 
the use was to be provided. He did not document the use. 

Mr. Reppan. It said “the use of the automobile.” 

Mr. pePavt. No, the arrangement of use. 

Mr. Reppan. It says here, “the use of the automobile.” That is 
what the chairman asked you about. I am very clear—— 

Mr. pePavt. I had in mind 

Mr. Reppan. If you want to correct your testimony so the record 
will correctly state what took place I wish you would do so. 

Mr. pePauut. The documentation to which I referred, sir, was a 
single document drawn up by Mr. Ashcanase for the record which 
stated the terms and conditions of the arrangement which I have 
outlined. That is all. 

Mr. Harvy. Mr. dePaul, maybe I misheard you, too, because I un- 
derstood you to say awhile ago that there was no written memoran- 
dum of this arrangement with the Mission. 

Mr. pePaut. Yes, sir; I did say there was. I am SOITy. 

Mr. Harpy. I believe you are correct. I think I misunderstood 
you. 

Mr. pePaut. But there was not a daily documentation of its use, 
which I thought was Mr. Reddan’s question. 

Mr. Harpy. As Mission Director, you did not require the keeping 
of any record of the use of your personal automobile by the Mission ? 

Mr. pePauw. No, sir; I did not, because the Mission was not well- 
staffed and we tried to lighten the record-keeping load as much as 
possible. — ; 

Mr. Harpy. As Mission Director you drew up the memorandum 
of agreement with yourself as owner of the car? 

Mr. pePavut. It was for the record, sir; yes, sir, between myself 
asan individual and the Mission. 

Mr. Harpy. And yourself as Mission Director? 

Mr.pePau.. Yes,sir. And the Mission generally. 

Mr. Harpy. I understand. You were the Mission Director and you 
were the only one who had authority to execute such agreement, 
weren’t you ¢ 

Mr. pePaut. My authority, sir, would be circumscribed by the 
authority of the Controller and regulations and so on. 

Mr. Harpy. Do you have anything further you want to comment 
on this particular transaction ? 

Mr. pePavut. I would like to offer this check for the record if you 
wish, sir. 

Mr. Harpy. It has been testified to. We will include it in the 
record. 
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(A copy of the check referred to follows:) 
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Mr. pePavt. I would like to add one summary statement. In this 
transaction or these two transactions, I believe that I was acting in 
ood faith, dealing at arm’s length, and with no thought of receiv- 
"i any income for persona] aggrandizement for other than value 
received. I was reluctant to sell this car to Mr. Peabody, but I 
thought it the best of the several alternatives. I did not wish to 
gll it to the Lao Government, I did not wish to sell it to certain Chi- 
nese traders who would have bought it. I believe that I could have 
obtained a considerably higher price from these sources. I thought 
it was in the best interests of the U.S. Government to sell this car to 
a fellow American rather than to others. And I took the only course 
oe Sanu. Mr, dePaul, just a few minutes ago in response to a 
question by the chairman and myself, I believe you stated that nobody 
in Laos wanted this car except Mr. Peabody, as far as you, knew. 
Now you say you could have gotten much more from some Chinese 
traders. Who were they? | 

Mr. pePavt. I am sorry, sir, I meant to state that no other Ameri- 
can in Laos wanted the car. 

Mr. Reppan. Did you have to sell it to an American ? ; 

Mr. pePaut. I did not have to. I could have sold it possibly either 
tothe Lao Government or to the Chinese traders. The Chinese traders, 
of course, would not come to you, you would have to seek them out. 

Mr. Reppan. What makes you think they would have paid you a 
lot more for the car ¢ 

Mr. pePaut. Because I was fairly cognizant of market values at 
the time. The amount of kip I received represented the going price 
at the time of a jeep in good condition. . 

Mr. Reppan. A jeep, yes, but apparently nobody wants a Cadillac in 
bad condition. 

Mr. pePaut. People did want Cadillacs, but not people generally. 
There were certain buyers of Cadillacs available. 

Mr. Reppan. Just one thing. Did you sell this car to Peabody or 
to Universal Construction Co. ¢ 

Mr. pePaut. I believed I was selling it to the Universal Construc- 
tion Co. for their use as part of their operation. Mr. Peabody stated 
tome that he wanted the car for use on the job, not as a Cadillac limou- 
sine but as a utility vehicle, a powerful engine. 

Mr. Harpy. You understood, then, actually, that you were being 
paid by the Universal Construction Co. 

Mr. pePavx. I think that was my impression. I did not make an 
inquiry. 

Mr. Reppan. Mr. Chairman, the back of the check which Mr. de- 
Paul has just handed the committee is endorsed “G. A. Peabody, pay to 
the order of the Bank of America, NT and SA” and beneath that is 
the signature “Willis Bird” and beneath that in hand printing “To the 
account of the Universal Construction Co.” 

Mr. Harpy. When did Mr. Peabody make settlement with you of 
the 100,000 kip? 

Mr. pePaux. 120,000, sir ? 

Mr. Harpy. Yes. 

Mr. pePavut. I would think approximately the last week in July. 
Perhaps July 25 or thereabouts. 
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Mr. Harpy. Did he pay it in—— 

Mr. pePavt. In cash. 

Mr. Harpy. In cash? 

Mr. pePaut. In cash. 

Mr. Harpy. And you think it would be about the 25th of July? 

Mr. pePavuu. Approximately. 

Mr. Harpy. And it was on the 27th of July that you gave him yoy, 
check for $100 because the car didn’t come up to your representation! 

Mr.pePaut. I believe it ison the 30th of July. 

Mr. Harpy. Thank you Mr. dePaul. 

Mr. Julius J. Kessler. 

Mr. Kesster. Yes, sir. 


TESTIMONY OF JULIUS J. KESSLER, ASSISTANT DIRECTOR, coy. 
TRACT OFFICE, INTERNATIONAL COOPERATION ADMINIsTRA. 
TION 


Mr. Reppan. For the record, will you give the reporter your ful] 
name and address ? 

Mr. Kesster. Julius J. Kessler, 12215 Connecticut Avenue, Silver 
Spring, Md. 

Mr. Reppan. Were vou here this week / 

Mr. Kesster. Yes, sir. 

Mr. Reppan. Mr. Kessler, have you examined your files to familiar. 
ize yourself with the contract between Transportation Consultants and 
ICA relative to certain work to be done in Laos? 

Mr. Kesstrr. Yes. 

Mr. Reppan. What is the date of that contract ? 

Mr. Kesster. I have two contracts, Mr. Reddan, one for the ferry 
ramp and the other for a survey of the transportation facilities, 
Which do you refer to? 

Mr. Reppan. The survey of the facilities. 

Mr. Kesster. The survey of the facilities contract was signed on the 
27th day of August 1956. 

Mr. Reppan. Do you know from your records when the negotiation 
for that contract began with TCI? 

Mr. Kesster. I can’t tell from my records ‘at the moment. I didn't 
examine our correspondence file. It is difficult for me to determine 
the exact date. 

Mr. Reppan. Can you tell the committee briefly the scope of the 
work called for by the contract ? 

Mr. Kesster. Yes. The scope of the work under the contract was 
for a reconnaissance of the entire highway and airfield system in Laos, 

Mr. Reppan. And what does that mean, sir? 

Mr. Kesster. The contractor, more specifically, was to prepare an 
estimate of the cost of construction, including on-the-job training of 
local personnel, and a general description of recommended improve- 
ments to the highway system by sections, divided into costs of struc 
tures, earth work and surfaces. 

Mr. Reppan. Did it include supplying such reports and information 
as would be necessary to secure construction contracts for that work! 

Mr. Kesster. There were many things that he was obligated to do, 
Mr. Reddan. There are six or eight items. He was to prepare al 
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‘mate of cost of construction, prepare an estimate of cost of equip- 
— uired for the construction of the highway and airfield system, 
wr rtaate of the cost of engineering service, including on-the-job 
wd cae of the local personnel, a study and report on the availability 
HF Tocal labor, of housing, material, and equipment, and to make recom- 
v endations of priority and preliminary cost estimates and design 
standards to be assigned to different portions of the work in terms of 
the engineering, supply, economic, military, and fiscal limitations on 
any project to be undertaken. . ; ' sa 

Mr. Reppan. Was this information when obtained to be supplied 
to contractors who were expected to bid on these particular projects? 

Mr. Kesster. It was to be used for that purpose; yes. It was to 
be supplied to ICA and to the ( rovernment of Laos. 

Mr. Reppan. Was it to be used by ICA and Laos to measure or 
evaluate any bids which were submitted by construction firms? 

Mr. Kesster. It would have been used for that purpose. 

Mr. Reppan. What was the fee for that contract ? 

Mr. Kesster. We are talking specifically of fee and not total 
cost ? 

Mr. Reppan. Fee. 

Mr. Kesster. The fee was $5,000. 

Mr. Reppan. Was that subcontract subsequently amended ? 

Mr. Kesster. The contract was amended; yes. 

Mr. Reppan. How many times? 

Mr. Kesster. Amended twice. 

Mr. Reppan. On what dates? 

Mr. Kesster. Amended on December 4, 1956, which was amend- 
ment No. 1; and again on April 19, 1957, which was amendment 
No. 2. 

Mr. Reppan. Did the December 4, 1956, amendment increase the 
scope of the work ? 

Mr. Kesster. It did, to include a determination of the feasibility 
of establishing a ferry crossing of the Mekong River. 

Mr. Reppan. And how about the amendment of April 19, 1957? 

Mr. Kesster. The amendment of April 19 was to increase the scope 
of the survey to include a study from Luang Prabang to Cambodian 
border. 

Mr. Monacan. A study of what ? 

Mr. Kesster. Of the Mekong River area. 

Mr. Monacan. Was it transportation? I don’t understand what 
you mean. 

Mr. Kesster. This was a ferry crossing of the Mekong River. 

Mr. Monaaan. This is still the ferry crossing? . 

Mr, Kesster. That is right, sir. 

Mr. Reppan. What was the total dollar cost of that contract? 

Mr. Kesster. The total dollar estimated cost of the contract. in- 
cluding the two amendments, was $147,083. 

Mr. Harpy. What was the final fee ? 

Mr. Kesster. $17,400. 

Mr. Harpy. What period of time was that contract supposed to 
cover ? 

Mr. Kesster. The termination date of the contract as amended was 
June 28, 1957, approximately 11 months. 
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Mr. Harpy. August 27, 1956, to June 28 

Mr. Kesster. About 10 months. 

Mr. Monacan. When you say the total cost was $147,083, th 
the total estimated cost of the work; is that right? 

Mr. Kesster. Including the fee, was $147,083. 

Mr. Monacan. What these people estimated that it would cost t 
do this work ? ? 

Mr. Kesster. That is correct. 

Mr. Monacan. No actual contract for performance of the work in. 
volved here ? 

Mr. Kesster. Yes, sir; there is a contract for performance, They 
are to perform certain services for which they will receive the amount 
of money provided in the contract. 

Mr. Monacan. That is, the $17,400 ? 

Mr. Kersser. The $17,400 represents the fee or profit element of the 
$147,083 total job. 

Mr. Monacan. This includes performance, too? 

Mr. Kesster. That is right, sir. 

Mr. Reppan. Under the original contract and the amendments 
was TCI supposed to consult with the officials of USOM as well as 
with Lao Government officials ? 

Mr. Kesstrr. With officials of the U.S. Operation Mission in Laps 
and appropriate Government officials. 

Mr. Reppan. What was the purpose of these consultations? 

Mr. Kesster. To determine the priority to be attached to the par. 
ticular aspects of the work. 

Mr. Reppan. Was the engineer supposed to express any opinion or 
render any judgment to be used as guidance by the Mission in Laos 
in making their final determination as to what projects to perform! 

Mr. Kesster. The engineer’s report would indicate his judgment 
as to the services to be rendered in what priority. Purely a recom. 
mendation to our Mission and to the Government. 

Mr. Reppan. Mr. Kessler, I show you three copies of agreements 
with TCI and ask you if those are the copies of the agreements to 
which you have just referred ? 

Mr. Kesster. These came from my files. I think they are the copies 
of the agreements just referred to. 

Mr. Reppan. Mr. Chairman, may we have these documents admitted 
in the record to the extent that they are pertinent to the matter under 
inquiry ? 

Mr. Harpy. They will be so received and pertinent portions madea 
part of the record at this point. 

(Excerpts from the contract follow :) ° 





at means 


AGREEMENT BETWEEN INTERNATIONAL COOPERATION ADMINISTRATION AND 
TRANSPORTATION CONSULTANTS, INC. 


This agreement made and entered into this 27th day of August 1956, between 
the Government of the United States of America, represented by the Interna 
tional Cooperation Administration with principal offices in Washington, D.C. 
(hereinafter referred to as “ICA”) and Transportation Consultants, Ine, @ 
corporation duly organized and existing under the laws of the State of Ohio, 
with its principal offices at 1025 Connecticut Avenue, N.W., Washington, D.C. 
(hereinafter referred to as the “engineer’’) ; 

Whereas ICA has agreed to provide assistance to the Government of Lao 
in a project to survey existing highways and airfield systems in order that 
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janning can be made for future construction and advice given to the Laos Gov- 
ernment for the best suited improvements to benefit the economy of the country ; 

Whereas ICA desires the engineer to provide a reconnaissance party to under- 
take the proposed engineering activities and the engineer has indicated its 
willingness to provide such services; Now, therefore, the parties hereto agree 
as follows : - ‘ . ; , , 

1.0 Scope of work.—The reconnaissance is to include the entire highway and 
airfield systems in Laos. However, the engineer will first concentrate on the 
two stretches of highway between Luang Probang and Vientiane and between 
Phou Khoun and Xieng Khouang, reporting to ICA in sufficient detail to per- 
mit securing of construction contracts at the earliest possible date, and the 
procurement of equipment required for the rehabilitation of these two high- 
way sections. A preliminary report on this phase is to be made available within 
60 days after the arrival of the survey party in Laos. The engineers’ recon- 
naissance party will consult with officials of the U.S. Operations Mission to 
Laos (hereinafter referred to as USOM) and appropriate Government officials 
and will inspect the proposed sites of work to determine the priority to be attached 
to particular aspects of the work, and, on the basis of engineers’ considered 
judgment render the following services: 

(a) Prepare an estimate of the cost of construction, including on-the-job 
training of local personnel, and a general description of recommended improve- 
ments to the highway system, by sections, divided into costs of structures, earth- 
work, and surfacing. 

(b) Prepare an estimate of cost of construction, including on-the-job train- 
ing of local personnel, and a general description of recommended improvements 
to the airfield system, by location, divided into costs of structures, airstrips, 
roads, and surfacing. 

(ec) Prepare an estimate of the cost of equipment required for the construction 
of the highway and airfield systems. 

(d) Prepare an estimate of the cost of engineering services, including on-the- 
job training of local personnel, it being understood that the training of Lao per- 
sonnel shall be an important phase of the work to be done, especially that of 
building up the existing public works organization. 

(e) Study and report on the availability of local labor, housing, material, and 
equipment. 

(f) Make recommendations of the priority, preliminary cost estimates, and 
design standards to be assigned to different portions of the work in terms of the 
engineering, supply, economic, military and fiscal limitations on any project to 
be undertaken. 

(g) The fieldwork on the project shall be started no later than 30 days from 
the effective date hereof and is to be completed as soon as possible but no more 
than 3 months from date of arrival of engineer in Laos. One month after com- 
pletion of fieldwork, engineer shall present a final report to ICA, including the 
information required under (a) through (f) above, in addition to the prelimi- 
nary report on the two stretches of highway required under paragraph 1.0. This 
would comprise an estimate of the time for construction of the highway and air- 
field systems and such other relevant information as may be appropriate and 
which may be used as the basis for invitations for proposals from engineering 
firms and construction firms. Fifteen copies of the report shall be submitted 
to ICA. 


Mr. Harpy. Mr. Haynes Miller. 
Mr. Miller, you have been previously sworn, I believe. 
Mr. Mittrr. Yes, sir. 


FURTHER TESTIMONY OF HAYNES M. MILLER, FORMER END-USE 


INVESTIGATOR IN LAOS FOR THE INTERNATIONAL COOPERA- 
TION ADMINISTRATION 


Mr. Reppan. Mr. Miller, I believe when you were here before you 
testified that you were an end-use investigator for ICA in Laos. 
Mr. Miter. Yes, sir. 
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Mr. Reppan. In connection with your official duties, did you eve 
have occasion to inquire into or investigate the transportation or the 
engineering survey contract to which we have just referred? 

Mr. Mitter. Not that contract as such, sir. The contracts made 
with Vinnell and Peabody afterwards. 

Mr. Reppan. Were any allegations investigated by you or reported 
by you to ICA/Washington with respect to any relationships—al. 
leged relationships between TCI and Vinnell ? 

Mr. Mriuer. Yes, sir. 

Mr. Reppan. Will you tell the committee what these were, unde 
what circumstances this information came to your attention and 
what you did with it? 

Mr. Minter. Originally the whole public works program in Lag; 
came to my attention as a result of a scandal which was often anq 
commonly talked about among the French officials, among the Lao 
officials, and among the people with whom I hunted, who included 
four members of the Lao Government on relatively high levels 
They—according to the rumors—the TCI company was using its 
influence to acquire contracts for Mr. Peabody, and was—or the 
Universal Construction Co., Ltd., of Bangkok, and that acting jp 
complicity were the members of the TCI company, Mr. McNamara, 
perhaps Mr. de Paul 

Mr. Harpy. You are talking of Edward McNamara who was en. 
ployed by USOM? 

Mr. Mitter. By USOM, yes, sir. 

And there were perhaps others, also. The accusations went, in 
my opinion, further than the truth probably went. But I reported 
this to Mr. de Paul I believe as early as March. 

Mr. Reppan. Of what year? 

Mr. Mitier. Of 1957. I told him that in my opinion the scandal 
had reached a point where we were pretty much obligated to prove 
that it is true and to do something about it, or to prove it false and 
try to convince the Lao of that. At one point the Minister of Plans 
for the Lao Government asked me what in my opinion the Lao politi- 
cal reaction would be when they found out that the first American 
contractor in Laos was as dishonest as we accused the Lao of being. 

Mr. Reppan. What contractor are you referring to, sir? 

Mr. Mixer. Precisely to the contract for 10 million kip, the first 
section of the contract for the road to Luang Prabang. 

Mr. Reppan. That is the contract with Universal ? 

Mr. Miter. Yes; entered into by the Government of Laos, 

Mr. Harpy. And the Minister of Plans was saying that the Lao 
Government had entered into a contract with an American contractor 
who was dishonest ? 

Mr. Miter. Yes, sir. 

He also showed me a letter he wrote to the Minister of Finance and 
to the Prime Minister of the country, and stated that the first con- 
tract for the road to Luang Prabang was exorbitant; there were no 
specifications, the usual contract manuals that applied in Laos wer 
not made applicable to that contract; and a rather long letter. Thos 
provisions were in it. It was quite accurate I thought and an excel: 
lent review of the contract, because in my opinion as a lawyer it was 
not a contract. 
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I showed it toa French engineer who works for the Eiffel Co. and 
his opinion was that this contract was not in gold, it is just pure gold. 
You don’t mere to do anything. You have to have a certain number 

working. 
8 ao That is the contract with Universal ? 
me. Yes, sir. 

sf Been. Mr. Miller, if we can come back to the question I 
asked you originally with respect to any allegations you received as 
to relationships between TCI and any other firm in Laos. — a 

Mr. Mitier. That covers the accusations made governing TCI and 
JSOM personnel. 
teen. Before you get to that, did I understand that you re- 
ported that to Mr. de Paul? 

Mr. Minter. Yes, sir. 

Mr. Harpy. Do you have any knowledge of what action Mr. de Paul 
took # , 

Mr. Miter. Yes, sir. He told me not to investigate it. 

Mr. Harpy. Go ahead. 

Mr. Miter. I worked with members of the Lao team in attempt- 
ing to get expert advice as to the condition of the heavy equipment, 
which I was investigating in July 1957. Mr. Mac Lee then said that 
he heard Mr. Vinnell—— 

Mr. Reppan. Was he an employee of Vinnell’s? 

Mr. Mutter. Yes, sir. My understanding was that he was chief 
of the advance party of the Vinnell contract team and he had arrived 
in Laos in December 1956 with two other men. He stated that he had 
heard at Clark Field Mr. Vinnell tell Mr. Murrow—Gen. Lacey 
Murrow—that he was off his payroll. 

He also stated to me that when he left the United States to go to 
Laos he was instructed to contact Mr. Murrow, that they were both 
on the same team. I asked him if he understood that to mean that 
the TCI personnel were being paid by his own corporation, and he 
said, “Yes.” I asked him also if he would so testify, if he were called 
upon to, and he said, “ Yes.” 

Later I went to see Mr. Jones. He was head of the Vinnell con- 
tract team’s men in Laos after the departure of Mr. Wickheiser, who 
must have left about the 10th of June. 

I stated to Mr. Jones the accusations that had been made by per- 
somel, And I might say further that at this point I was not looking 
for any further violation; I was trying to find an honest witness 
someplace. 

Mr. Jones was not entirely sober. He stated that Mr. Peabody had 
bribed General Murrow out from under the Vinnell Co. I asked 
him then in approximately these words: “Do you mean to admit 
that your corporation, your company, committed a crime, simply 
in order to complain about another company’s having done it so much 
better than you that he took the profits away from you?” 

Mr. Jones said, “Yes.” 

That I reported as it became possible during the course of the next 
2 months. 

Mr. Harpy. Who was Mr. Jones? He was employed by whom? 

Mr. Minter. There was an advance party for the Vinnell Co. made 
up of three men, as I recall, who arrived in December. Mr. Jones 

41067—59_38 
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must have arrived later with other members of the Vinnell] tea 
including Mr. Frank Bice and Mr. Dekkle, both of whom heard Mac 
Lee—either Mac Lee or Mr. Jones—make the statements concerniy 
the interest that the Vinnell Co. had in the TCI operations, 
Mr. Reppan. What did you do with this information, Mr. Miller? 
Mr. Miter. I reported it to my Controller first and tried to oe 


: a ; : ; © get 
it typed up. That was the point at which I was denied a secretary 


and my own typewriter was taken. 

Mr. Reppan. Do you know whether or not your report ever ¢ 
to the attention of PS and I? 

Mr. Mitter. I gave Mr. Kelly a copy of it, and had told him of this 
affair, I think, as early as his first trip to Laos. 

Mr. Reppan. When you returned to Washington, did you discysg 
this matter with PS and [here in Washington ? 

Mr. Mitter. Yes, sir. 

Mr. Reppan. With whom did you discuss it, sir? 

Mr. Miter. With Mr. Crowl and three other members of the P.§ & 
I. Division. I also discussed it with Mr, Ward and a great many other 
people whose names I don’t now recall. : 

Mr. Harpy. I want to ask you a question in a different vein. Yoy 
were in Laos at the time of Mr. dePaul’s departure ? 

Mr. Minuer. Yes, sir. 

Mr. Harpy. Were you familiar with the condition of Mr. dePaul’s 
automobile and his record player ? 

Mr. Minier. I knew nothing whatever, sir, about his automobile. 
I had never seen it. I was familiar with the condition of his record 
player and of his records. I tried to buy some of his records, 

Mr. Harpy. You offered to buy his records ? 

Mr. Miniter. Yes, sir. 

Mr. Harpy. Did you offer to buy his record player, also? 

Mr. Mitier. No,sir. I thought it was worn out. 

Mr. Harpy. Youthought it was worn out ? 

Mr. Miter. Yes, sir. 

Mr. Harpy. It was not in working condition ? 

Mr. Minter. Well, I played chess a good bit there, and it would not 
turn at a regular speed, the thing we had much difliculty with in Laos 
anyway. In this case, I think probably it was because the machine 
was not in good condition. 

Mr. Harpy. You made him an offer for the records but not the 
player? 

Mr. Mituer. I asked him about buying the records. He told me 
that arrangements had already been made to sell it. 

Mr. Harpy. Thank you. 

Mr. Meaper. I would like to inquire: This first scandal that you 
talked about and reported to Mr. dePaul, did I correctly understand 
you to say that Mr. dePaul said not to investigate that scandal any 
further ? 

Mr. Miixer. Yes, sir. 

Mr. Meaper. Is that all he said ? 

Mr. Mitxer. That is all I recall; yes, sir. I tried on more than one 
occasion to get permission to investigate when the Colombo Plan 
investigator came to Laos. He arrived at the conclusion that the 
rumors were true. And Mr. Wickheiser of the Vinnell group came, 
and it was also his conviction that they were true. I had more than 
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enough indications at that time to myself believe that it was possibly 


Or Mraper. Mr. dePaul didn’t give you any reason for instructing 
you not to investigate any further? 

Mr. Mutter. I was end-use inv estigator. He didn’t need to give 
meany reason for anything. _ : 

Mr. Meaver. You were not his subordinate ? 

Mr. Mitter. Yes, sir; I was. 

Mr. Meaver. You were? 

Mr. Mitter. Yes, sir. 

Mr. Monacan. What was your function there, just briefly ? 

Mr. ‘MILier. I was often used, about half the time I spent as an 
end-use investigator, and half the time as a negotiator for Mr. 
dePaul, and occasionally for the Ambassador. 

Mr. Monacan. What does “end use” mean ? 

Mr. Mitter. It means you check up on what happens to the dollars, 
and you try to evaluate ‘the effect of the program on Laos, whether 
or not it attains our interests. 

Mr. Harpy. Thank you, Mr. Miller. 

Mr. Keating and Mr. Crowl, I believe both of you gentlemen have 
been sworn. 


FURTHER TESTIMONY OF CHARLES N. KEATING, DIRECTOR, OF- 
FICE OF PERSONNEL SECURITY AND INTEGRITY, INTERNA- 
TIONAL COOPERATION ADMINISTRATION; ACCOMPANIED BY 
ARTHUR H. CROWL, ASSISTANT DIRECTOR, INSPECTIONS DIVI- 
SION 


Mr. Reppan. You gentlemen have been present in the hearing room 
during Mr. Miller’s testimony ? 

Mr. Keatine. Yes, sir: I heard most of it. 

Mr. Crown. Yes, sir. 

Mr. Reppan. Were the matters that Mr. Miller discussed here dis- 
cussed with you when he returned from Laos? 

Mr. Keatine. He didn’t discuss them with me. He came in and 
talked about the problems in general, and I referred him over to the 
Inspections Division. He was interviewed by Mr. Crowl, a repre- 
sentative from the Controller’s office, and I think Mr. Guinane was 
in on it. 

Mr. Crowxt. And Mr. Fisher was in on much of the discussion. 

Mr. Reppan. Is your recollection of his conversation with you in 
accordance with what he just told the committee ? 

Mr. Crow. Subst: antially so, insofar as the information that he 
gave you; yes, sir. 

Mr. Reppan. Did you initiate any investigation based upon these 
allegations ? 

Mr. Crown. I did, sir. 

Mr. Reppan. What did you do, sir? 

Mr. Crown. On January 14, 1958—change that. On December 10, 
1957, I prepared a letter of instructions for Mr. Kelly for work that 
he was to do in connection with these allegations. T will give you 
what we told him to do on this allegation. ‘ 

Mr. Reppan. I didn’t hear that? 
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_ Mr. Crowr. On December 10, 1957, I prepared a letter of instruc. 
tions for Mr. Kelly. 

Mr. Reppan. That covered a number of allegations, not only the 
ones that Mr. Haynes Miller referred to today ? 

Mr. Crow. That is right; yes, sir. 

Mr. Reppan. What were your instructions to Kelly with respect to 
the matter referred to today by Mr. Miller? 

Mr. KeatTina. - think I can tell you in general, since I remember it, 
He was told to investigate, to run out—to interview the people that 
Mr. Miller stated would corroborate the statements that Mr. Milley 
made to the effect that General Murrow was on the Vinnell payroll 

Mr. Reppan. Did Mr. Kelly make that investigation ? 

Mr. Keatine. He did. 

Mr. Reppan. Did he submit a report? 

Mr. Keratinea. He did. 

Mr. Reppan. Did he make any recommendations ? 

Mr. Keattrnc. Yes; I think he recommended that the Vinnel]l people 
here be talked to. 

Mr. Reppan. What did his investigation in the field reveal]? 

Mr. Keatinc. The people that were interviewed stated that they 
had not made such statements. : 

Mr. Reppan. Did they state whether or not those statements were 
true, though ? 

Mr. Keatine. Yes. They denied that they made such statements, 
Jne man, however, stated that he knew that at one time Mr. Mur. 
row—General Murrow—had been asseciated with the Vinnell Co. 

Mr. Harpy. Is there anything in Mr. Kelly’s report that indicates 
that he made any inquiry to determine whether in fact Mr. Murrow 
was on the Vinnell Co. payroll ? 

Mr. Keratrne. I think Mr. Kelly felt that that could be best estab- 
lished here. 

Mr. Harpy. That is not my question. My question was whether 
Mr. Kelly made any effort to determine from the people that he 
interviewed whether there was knowledge in the field that General 
Murrow was in fact employed by the Vinnel Co. 

Mr. Krattne. Yes; he talked to the Vinnell representatives. 

Mr. Harpy. Is there anything in that report that says that he did 
that, or says that they denied that General Murrow was so employed! 
If you read it, I can’t. That is the reason I asked you the question. 
There isn’t anything in there that says that to me. 

Isn’t it a fact that they only thing that those people do is deny 
that they made the statement? There isn’t any indication that Mr. 
Kelly even asked them whether or not they had knowledge of the 
fact that he was soemployed. (Seep. 625.) 





Mr. Keatrne. I think that the Vinnell representative out there 


made the statement that at one time in the past General Murrow— 
he understood that General Murrow had been 
Mr. Harpy. Does he make the statement that he is not now 
employed ? 
Mr. Keatine. No; that statement is not contained in the report. 
Mr. Harpy. Of course, it is not, and the only thing you are doing 
is making some assumptions. Kelly didn’t even take the trouble to 
ask the people, or, if he did, he didn’t report it, whether or not at 
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that time General Murrow was em ployed by the Vinnell Co. Is there 
anything to indicate that Mr. Kelly did ask them? : 

Mr. Keattnc. No. Unless you would interpret that he did by Mr. 
Ford’s statement saying that at one time in the past he was. 

Mr. Harpy. So you are making assumptions, that is all? 

Mr. Keatine. That is correct. 

Mr. Harpy. There is nothing in there to indicate that it was so? 

Mr. Keatrnc. ‘That is correct. 

Mr. Harpy. We will clear that directly and we will show how cor- 
rect Mr. Kelly was, and you ought to be proud of him as an employee. 

(Jo ahead. 

Mr. Reppan. After receiving Mr. Kelly’s reports, did you make any 
further investigations in this country ¢ 

Mr. Keatinc. Yes. Mr. Crow] talked to the Vinnell representative 
herein Washington, and he talked to Mr. Vinnell himself. 

Mr. Reppan. ‘To whom did you talk in the Vinnell Co. in Wash- 
ington ¢ 

Mr. Crowx. Mr. Arthur Hodgson. I talked to him on or about 
March 18, 1958. 

Mr. Reppan. What is his position in the firm? 

Mr. Crown. Vice president of Vinnell Co., Inc. 

Mr. Reppan. What did he tell you? 

Mr. Crowx. He stated he had known General Murrow for a long 
time, but he had no business dealings with Murrow. Hodgson stated 
he knows of no association of Murrow with Vinnell Co.; that such an 
association on a retainer basis was possible, and if such was the case 
this would be known to the president of the Vinnell Co., Inc., located 
in California, but that Hodgson himself had never heard of any asso- 
ciation, nor had he any knowledge thereof. 

He further stated that if any such association had ever existed, 
Murrow had certainly done nothing for the Vinnell Co. at Laos. 

Mr. Reppan. Did you contact anyone at the Vinnell Co. in Cali- 
fornia? 

Mr. Crow. I did. 

Mr. Reppan. Who? 

Mr. Crow. I contacted Mr. Vinnell, president of the Vinnell Co., 
telephonically on May 9, 1958. 

Mr. Reppan. And what did Mr. Vinnell tell you at that time? 

Mr. Crowi. He stated he had known General Murrow for many 
years, dating back to the time when General Murrow was with the 
Railroad Commission. He stated that General Murrow had done en- 
gineering work for Vinnell some years ago, but the latest was about 
1 or 2 years before Vinnell entered into a contract with this agency 
for work in Laos. The work referred to by Mr. Vinnell, which was 
performed by General Murrow, was railroad work in South America 
and Egypt, probably in 1954 or 1955. 

Mr. Vinnell stated he did not use architects for certain types of 
work and he had not used General Murrow since the work referred 
to above in South America and Egypt, and he has no agreement with 
him. He definitely advised that General Murrow is not on his pay- 
roll, and has not been on his payroll at any time with the exceptions 
stated above. 
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He emphasized that he had no agreement whatever with Genera] 
Murrow concerning Murrow’s activities in Laos, and in fact he did not 
think that General Murrow was engaged in any such activities when 
he was already working in Laos under contract with this agency, Hg 
had no idea where his man could have gotten such an impression, 

Mr. Harpy. What was the date of that telephone conversation? 

Mr. Crowt. May 9, 1958. 

Mr. Meraper. I thought you said March 9. 

Mr. Crowx. No, sir; March 18, Mr. Hodgson, May 9 with Mr 
Vinnell. 

Mr. Harpy. 1958? 

Mr. Crown. Yes, sir. 

Mr. Harpy. And that reference was only to the period at which 
you were talking? 

Mr. Crowz. He goes back and states that Murrow had done ep. 
gineering work for Vinnell some years ago, but the latest was about 
114 or 2 years ago, before Vinnell entered into a contract with ICA jp 
Laos. 

Mr. Harpy. He didn’t fix a date on that ? 

Mr. Crow. No, sir. 

Mr. Harpy. I want to make this observation, Mr. Keating, in con- 
nection with my comments a moment ago. This certainly indicates 
a lot better performance by your office here to try to elicit some facts 
than was performed in-the field. I don’t know why in the world 
you try to cover up for a fellow who did such a poor job out there, 
That was the — of my comments awhile ago. I think his per. 
formance has been so poor that certainly you should have known it, 
If you didn’t know it before, you are certainly going to see some evi- 
dence of it before we get through with this hearing. 

Mr. Reppan. What did you do as a result of that information, Mr, 
Crowl ? 

Mr. Crowe. I passed that information on to Mr. Kelly and advised 
Mr. Kelly that Mr. Edward J. Burns, of ICA audit staff, was pres 
ently reviewing the Laos contract files and other work papers for the 
reason that Mr. Burns had been designated to conduct an on-the-site 
audit of appropriate contracts, USOM/Laos; that his audit would 
include Universal, Rader, and Vinnell contracts. We were uncer- 
tain as to the exact date Mr. Burns would leave Washington, but did 
state that Burns would come through Bangkok en route to Laos. 

Mr. Reppan. With respect to the allegations that you were investi- 
gating, did you make any further investigation / 

Mr. Crown. I made inquiry yesterday, yes, sir, of General Murrow 
and of Mr. Vinnell. 

Mr. Reppan. Did you make any further inquiry immediately after 
you talked to Mr. Vinnell ? 

Mr. Crowt. No, sir; I passed this on to Mr. Kelly, for his informs 
tion, in order that he might have this available at the time the audit 
was made in Laos. 

Mr. Reppan. You didn’t contact TCI or General Murrow? 
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Mr. Crow. No, sir. 

Mr, Katine. Not at that time. 

Mr. Reppan. Not until yesterday, I understand ? 

Mr. KeaTIne. That is correct. 

Mr. Crowt. Yes, sir. | 

Mr. Harpy. Mr. Keating, did you have anything to do with the 
instructions Which Mr. Burns received before he went out? | 

Mr. Keatinc. I was in some discussions in the fall of 1957 when 
my office thought that a complete audit of Universal and of the 
whole Mission should be made. 

Mr. Harpy. I am thinking in terms of the period when he went out 

eld? 
an No, I did not. Mr. Guinane in my office did. I 
don’t know whether perhaps Mr. Crow! did. 

Mr. Harpy. Did you, Mr. Crow]? 

Mr. Crowt. I made available to him copies of all the information 
that I had, which had to do with copies of our contracts, our inter- 
views with everyone that I had interviewed, and the instructions 
that we had sent over to Mr. Kelly on December 10. 

Mr. Harpy. Did you give him any instructions whatever in con- 
nection with what he should do insofar as it might relate to any- 
thing that was underway by this subcommittee / 

Mr. Crown. No, sir. 

Mr. Harpy. Thank you. 

Mr. Reppan. As I understand your testimony, Mr. Crowl, Mr. 
Vinnell told you that they had not employed TCI or General Murrow 
at anv time since TCI had entered into its contract with ICA for 
theservicein Laos. Isthat right? 

Mr. Crown. That is right ; yes, sir. 

Mr. Keattnc. May I make sure that you included TCI. Our dis- 
cussions up to that point at least were concerned with General Mur- 
row. This speaks of General Murrow. That was the allegation we 
had, not a separate one on TCI. 

Mr. Harpy. Would you construe the employment of TCT as in effect 
constituting employment of General Murrow ? 

Mr. Keattne. Yes, I would, because I considered General Murrow 
and TCI—— 

Mr. Harpy. As synonymous? 

Mr. Keattnc. As synonymous, yes. 

Mr. Harpy. Are you differentiating now ? 

Mr. Keatrnc. No. What I am pointing out is that I don’t think 
we specifically said General Murrow or TCI. I think we said Gen- 
eral Murrow. I donot mean—— 

Mr. Harpy. So that to the extent that your office failed to include 
the corporate entity in your inquiries, you may not have done a 
thorough job unless you understood that Mr. Vinnell was considering 
the corporate entity and the individual as synonymous ? 

Mr. Kratinc. I think that we had reason to believe that Mr. Vin- 
nell would, yes, consider them synonymous. 
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Mr. Harpy. Thank you gentlemen. 

Mr. Keatrnc. Can Mr. Crowl be excused? I will remain. 

Mr. Harpy. Yes. 

Mr. Staples have you been sworn before? 

Mr. Sraptes. I don’t believe I have for this particular hearing 
Mr. Chairman. ' 

(Mr. Staples was sworn by Mr. Hardy.) 


TESTIMONY OF GEORGE H. STAPLES, ASSOCIATE DIRECTOR, cryy, 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE 


Mr. Reppan. Will you give the reporter your name and addnmg 
for the record ? 

Mr. Sraries. George H. Staples, Associate Director, Civil Ap. 
counting and Auditing Division, General Accounting Office, Wash. 
ington, D.C. 

Mr. Reppan. Mr. Staples, at the request of this subcommittee, did 
you direct your Los Angeles office to make an examination of cop. 
tain of the books and records of the Vinnell Corp. in California? 

Mr. Srapies. We did, Mr. Reddan. It included Vinnel] Corp. 
Inc., and the Vinnell Corp, of Alhambra, Calif. 

Mr. Reppan. I show you two Thermofax copies of documents, and 
ask you if the originals of those were prepared by your Los Angeles 
office as a result of that examination ? 

Mr. Srartes. Both of these were. 

Mr. Reppan. What are they ? 

Mr. Srapres. One is an analysis of an accrued payable account on 
the books of the Vinnell Corp. of California for fees or amounts ac. 
crued by the Vinnell Corp. of California as payable to the Trans. 
portation Consultants, Inc., of Dayton, Ohio. 


Mr. Reppan. Are there any payments on there after August, 1955! 


Mr. Srartes. Yes; there are two payments. 

Mr. Harpy. Payments or billings. 

Mr. Reppan. I just wanted payments. 

Mr. Srartes. There are two payments after August 1, 1955, 
shown by the records of Vinnell Corp. of California, as we extracted 
them. One on July 9, 1956, for $5,000; another on November 3%, 
1956, for $1,500. 

Mr. Reppan. What is the last payment prior to that July 196 
payment ? 

Mr. Staries. February 22, 1955, in the amount of $3,000. 

Mr. Reppan. Are there listed there any records of billings or in- 
voices 

Mr. Srarues. I don’t want to be technical about it, but I simply 
say that the records show that the Vinnell Corp., of California ac 
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crued, as payable on its records, amounts at varying rates from 
January 1955, with certain breaks at intervals through December 
$1, 1956. , ; é 

Mr. Reppan. Starting with January 1, 1956, was there any break 
inthose amounts, those monthly amounts ? 

Mr, SrapLes. You mean 1956 or 1955? 

Mr. Reppan. 1956. 

Mr. STAPLES. In 1956 there was an accrual of $500 in the month of 
February. Then in the month of March, on the 1st of March, there 
was an accrual of $2,000. And then in March, April, May, two in 
July, one in September, one in ( det ober, one in November, one in De- 
cember, and one in January of 1957, each for $500. 

Mr. Reppan. And what is the other document that you have there, 
sir? . 

Mr. Srartes. The other document is a letter by Transportation Con- 
sultants, Inc., to L. N, Treadaway Associates, certified public account- 
ants, in connection with a request by the accounting firm for a verifi- 
cation of the balance on the books of the Vinnell Corp., of California, 
payable to Transportation Consultants, Ine. 

Mr. Reppan. Mr. Chairman, may we have this summary of ac- 
counts payable just referred to by the witness, received in the record. 

Mr. Harpy. It will be so received. 

Thank you, Mr. Staples. 


TRANSPORTATION CONSULTANTS, INC., 
Washington, January 21, 1956. 
L. N. TREADAWAY & ASSOCIATES 
Los Angeles, Calif. 

GENTLEMEN: Reference is made to the attached auditors’ vertification of ac- 
count form for the Vinnell Corp., of California. 

Our records show an unpaid balance of $10,500 for professional services from 
January 1, 1955, to August 1, 1955. It must be stated that Mr. A. S. Vinnell 
has always treated us with the utmost courtesy and consideration and if he 
personally feels that some adjustment is warranted in this case we would accept 
any reasonable reduction that he personally deems to be appropriate. Since 
August 1, 1955, we have submitted no statements to the Vinnell Co. and have 
made no claims for even out-of-pocket expenses such as long-distance telephone 
calls. In view of the pleasant relationship that exists between us it has been 
necessary for us to decline offered retainers from other construction firms whose 
primary interests might be opposed to the activities of the Vinnell Co. 

It should also be understood that the members of this firm feel that there 
exists an undischarged obligation on our part to be of further assistance to the 
Vinnell Co. in the matter of securing work that is now in the development stage 
in various parts of the world. Furthermore, it is our desire and intention to 
discharge these obligations at the first and earliest opportunity. 

Very truly yours, 
LaAcEY V. MurRow. 
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Vinnell Corp. of California, Alhambra, Calif., summary of accounts payable ; 
Transportation Consultants, Inc., Dayton, Ohio, from Dec. 31, 1954, thro : 
Dee. $1, 1957 ne 























| 
Disbursements | Accruals Balance 
Ee enone 7 ———— eee tie 
| } tdi, 
Date Check Amount | Date de- Date | Amount | Account Date 
No. posited | charged ! | Amount 
77, 4 ie | iw = Fe ~~ 4° OO 4, - laa. [ a ee 
Dec. 31, 1954 | 
1955 1955 | 1955 $3, 009 
| Jan. 25 $1, 500 | 603 | 
i hy. an 9897 $3,000 | Mar. 2| | | 
| Feb. 28 1, 500 | 510 | 
Mar. 30 1, 500 510 | 
| | Apr. 29 | 1, 500 510 | 
} | May 27 1, 500 510 | 
| June 30 1, 500 510 
| July 29 1, 500 510 | 
| | | | Dee. 31, 1955 f 
1956 | 1956 | 1956 | | "|, 5a 
| Feb. 7 | 500 510 | 
| Mar. 1] 2,000 | 510 
| Mar. 29 | 500 | 509 
Apr. 30 | 500 | 509 
| May 29 | 500 | 509 
| July 2 500 510 
July 9._-______. 2008 5,000 | Aug. 20 | | 
July 31 | 500 510 
Sept. 4 | 500 510 
| Oct. 2] 500 509 
Nov. 1 500 | 509 
Nov. 23 - 2671 1,500 | Dee. 4 | | | 
Dec. 3 500 | 509 | 
Dec. 31,1956 | 11,0 
1957 1957 1957 ? 
| Jan. 3 500 509 | 
July 31,1957 | 211, 59 
| 
1 General ledger accounts 
509 General and administrative expense—legal. 


510 General and administrative expense 
603 Special promotion. 
2 Written off by journal entry August 1957, 


Mr. Harpy. General Murrow, 
General, will you be sworn. 
(Gener al Murrow was sworn by Mr. Hardy.) 


professional retainer. 


will you come up please? 


TESTIMONY OF LACEY V. MURROW, PRESIDENT, TRANSPORTATION 
CONSULTANTS, INC. 


Mr. Reppan. 
General ? 

Mr. Murrow. I have Mr. Trossevin; yes, sir. 

Mr. Harpy. We would gladly have him’ come up, if you would like, 

General, under the rules of the House, I have to advise you that 
you are entitled to counsel if you want counsel with you. And also— 
have you been shown a copy of the rules of the committee? 

Mr. Murrow. No, sir. 

(Mr. Hardy h: unds Mr. Murrow copy of the rules.) 

Mr. Harpy. The committee wants to be as cooperative as we can; if 
you care to have counsel to advise you it is quite all right. 

Mr. Murrow. I don’t believe that I require counsel, Mr. Chairman. 

Mr. Harpy. General, will you give the reporter your name and 


Do you have someone else with you from your firm, 


address for the record. 
Mr. Murrow. 
ington, D.C. 


Lacey V. Murrow, 1025 Connecticut Avenue, Wash- 


| 
{ 





Mr. Ha 
a brief bi 
your back 
Mr. Mt 
1925. Pr: 
tions for | 
I held 
engineer, 
in the per 
At thai 
the depal 
Toll Bric 
to f° in tl 
serve 
until 194¢ 
After | 
Americar 
tions. 
I reenti 
was relea. 
I was | 
ber of 19 
neering 0 
Mr. M 
Mr. M 
a profess 
as civil « 
surveyor. 
Mr. Mi 
Mr. Mi 
Mr. H: 
That is 
Go ahe 
Mr. Ri 
ment, or 
Mr. M 
the Vinn 
Mr. Rt 
Mr. Mi 
Mr. R 
duties we 
and what 
Mr. M 
nell Cory 
so by the 
Mr. RB 
Mr. M 
projects 
firm mig 
Mr. Ri 
Mr. M 
Mr. R 
company 
the natur 





UNITED STATES AID OPERATIONS IN LAOS 589 


Mr. Harpy. General, the committee has had a practice of requesting 
a brief biographical sketch. Would you give us a brief rundown on 
your background of professional experience. 

“ Mr. Murrow. I have been in the engineering profession since about 
1925. Prior to that time I had worked in minor engineering posi- 
tions for the Washington State Highway Department. 

I held numerous positions in the department, including resident 
engineer, construction engineer, locating engineer, district engineer 
in the period from 1925 until 1932. . 

At that time I became director of highways and chief engineer of 
the department and a member and chief engineer of the Washington 
Toll Bridge Authority. I held that position until I resigned in 1942 
to go inthe Air Corps of the Army. 

F oseed with the Air Corps in various theaters from that period 
until 1946. 

After leaving the service, I was employed by the Association of 
American Railroads in charge of their competitive research opera- 
tions. aos 

I reentered the service in 1951 when the Korean war started, and I 
was released in 1953. 

I was reemployed for a few months by the railroads. In Decem- 
ber of 1953 or January of 1954, we opened our own consulting engi- 
neering office. 

Mr. Meaper. Are you a graduate of some engineering college? 

Mr. Murrow. Yes, sir, lam. I have a degree—a B.S. degree and 
a professional] degree of civil engineer, and I am licensed to practice 
as civil engineer, structural engineer, hydraulic engineer, and land 
surveyor. 

Mr. Meaper. What school did you go to? 

Mr. Murrow. Washington State College. 

Mr. Harpy. Thank you very much, General. 

That is an impressive background. 

Go ahead, Mr. Reddan. 

Mr. Reppan. Mr. Murrow, did you ever have any retainer agree- 
ment, or were you ever engaged or employed by Vinnell Corp. ? 

Mr. Murrow. Yes. We were retained. The firm was retained by 
the Vinnell Corp. My recollection is that it was in January of 1954. 

Mr. Reppan. Was there any written agreement at that time, sir? 

Mr. Murrow. No, sir, there was not. 

Mr. Reppan. Could you tell the committee, briefly, what your 
duties were, what services you were to perform for the Vinnell Corp., 
and what your remuneration was to be ? 

Mr. Murrow. The services that we were to perform for the Vin- 
nell Corp. were professional engineering services as requested to do 
so by the Vinnell Company. 

Mr. Reppan. Would that be designing and engineering, sir? 

Mr. Murrow. It could include design, it could include advice on 
projects or such other engineering services as a large contracting 
firm might require. 

Mr. Reppan. What was the retainer agreement at that time? 

Mr. Murrow. The beginning retainer was $1,000 a month. 

Mr. Reppan. How long did that arrangement continue with the 
company, and what services did you perform for them? What was 
the nature of the services ? 
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Mr. Murrow. We performed services that we were requested ty | - 
perform by the Vinnell Company. The extent of those services varied 1955. fti 
from time to time. riod 0 


; . ; . f 
Mr. Reppan. Did you ever perform any design or engineering sery. aay 
ices for them, sir? — H 
f y > . ; . i J 
Mr. Murrow. We performed engineering services, but not strictly Mer Vi 
design. s : H 
Mr. Reppan. How long did that arrangement continue ? = 
Mr. Murrow. There was a period in 1944—— : Mr Vv. 
Mr. MonaGan. 1954, sir? Janus 
Mr. Murrow. 1954, I am sorry—when it was terminated for 4 “ H 
Mr. 


period of 2 months, because my firm was under consideration to per: Mr. M 
form engineering services ’ 





Mr. Harpy. Is that 1954 or 1955? ae H 

is — = ORK : . a ° ; . MYr. 
Mr. Murrow. 1955—in connection with a highway project that was Mr. M 
proposed to be accomplished in Cambodia. I assumed that Mr, Vip. Mr. R 


nell would bid on that work as a contractor and I didn’t wish any which y 
conflict of interests, and I am sure he didn’t. The retainer was not 


resumed until the decision had been made that neither of us, that aii 
neither the Vinnell Co. nor my small firm, would be engaged in any Mr. M 
capacity on that work. , Mr. R 
Mr. Reppan. Did you write a letter to the Vinnell Co. on or about | ons the : 
August 1, discontinuing your association with the organization? Mr. M 
Mr. Murrow. I did. Mr. R 
Mr. Reppan. Because of this pending work in Cambodia? Or pos- Mr. M 
sibility of work in Cambodia ? 31.1956 
Mr. Morrow. In 1955? Mr R 
Mr. Reppan. Yes, sir. ued to bi 
Mr. Murrow. That is right. | Mr. M 
Mr. Meaper. Might I interrupt, Mr. Chairman ? Mr. R 
Mr. Harpy. Yes. Mr. ) 
Mr. Mraper. Under what name did you commence your own engi- Tesnonle 
neering operation in January 1954? Mr. R 
Mr. Murrow. Transportation Consultants, Inc. Mr. M 
Mr. Mraper. That was the organizational name of your company! Mr. H 
Mr. Murrow. Yes. 1955, yo 
Mr. Reppan. Did you thereafter resume your arrangements with Mr’ 
the Vinnell Co. ? Mr. H 
Mr. Murrow. Yes, sir. until Fe 
Mr. Reppan. Under what conditions, sir, and when ? October 
Mr. Murrow. I don’t have the record. I am sorry I can’t tell you Mr. ¥ 
exactly when. Mr. R 


Mr. Reppan. I have in front of me a copy of a letter dated January _ time, sir 


26, 1956, addressed to you by Mr. Vinnell. Perhaps that might help Mr. M 
you refresh your recollection [handing]? I think the first two para | Mr. 
graphs. Vinnell 
Do you recall receiving that letter, sir? account 
Mr. Murrow. Yes, sir, I do. Murrow 
Mr. Reppan. Now, can you tell the committee under what circum- I will 
stances the arrangement was continued between yourself, TCI, and Mr. \ 
the Vinnell Co. ? admit, | 


Mr. Murrow. . Well, the retainer was increased from $1,000 to $150 | account 
a month, with the provision that it would later be reduced to $500 
per month. 
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Mr. Reppan. You stopped billing the Vinnell Corp. on August 1, 
1955. When did you submit your next bill to them, or for what pe- 
riod of time did your next bill cover ia 

Mr. Murrow. My recollection is that the next billing would have 
been for the month of October. 

Mr. Harpy. Of 1955! 

Mr. ViInNELL. Yes, sir. 

Mr. Harpy. Your billing started prior to this letter, in January 
1956? eee ae 

Mr. Vinnewt. The billing started, Mr. Chairman, as I remember it, 
in January of 1954. i Se J = 

Mr. Harpy. But you had a termination in August of 19554 

Mr. Murrow. August and September, no billings were submitted 

2 months in my memory. 
Se tse. Then your billing started back in October of 1955 ? 

Mr. Murrow. Yes, sir. 

Mr. Reppan. Mr. Murrow, this may help you. I show you the file 
which you submitted to the committee, which contains your state- 
ments. There is a statement there for July, I believe, July 1955, and 
that isin the amount of what ? 

Mr. Murrow. $1,500. 

Mr. Reppan. And your next statement is for what period and what 
was the amount ! 

Mr. Murrow. This is dated February 7, 1956, which is for $2,000. 

Mr. Reppan. Does it state there for what period that is to cover? 

Mr. Murrow. During the period October 1, 1955, through January 
31, 1956. | | 

Mr. Reppan. And would you look at your files to see if you contin- 
ued to bill the Vinnell Co. thereafter? 

Mr. Murrow. At $500 a month. 

Mr. Reppan. For what period of time? 

Mr. Murrow. My last billing would have been for the month of 
December 1956. 

Mr. Reppan. And a bill was sent each month ? 

Mr. Murrow. Yes. 

Mr. Harpy. So although your charges were interrupted in August 
1955, your services were not discontinued until October 1955. 

Mr. Murrow. Yes, sir. 

Mr. Harpy. And you actually didn’t send any bill for those services 
until February of 1956. But the bill covered services performed in 
October, November, and December; is that correct ? 

Mr, Murrow. That is my recollection ; yes, sir. 

Mr. Reppan. Does the Vinnell Co. owe you any money at the present 
time, sir ? 

Mr. Murrow. No; I do not think they do. 

Mr. Reppan. I show you your account No. 305, accounts receivable, 
Vinnell Corp., which shows a credit of $11,550. It says here, “This 
account closed out per letter from General Murrow.” That is General 
Murrow’s ledger sheet. 

I will ask you to explain that entry, please. 

Mr. Mvrrow. I am not accomplished in the keeping of books, I must 
admit, but I assume that this is a bookkeeper’s entry to balance out the 
account. I recall that shortly after this period, I received a letter 
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from Mr. Vinnell’s accountant asking for verification of any amount 
owed. I wrote the accountant and told him that the account could be 
adjusted in any manner that suited Mr. Vinnell. 

Mr. Reppan. Are you referring to the letter which was writtey on 
January 21, 1956 [handing]? ‘That is a year prior to the entry that 
I have just referred to in your ledger sheet. 

This letter is addressed to L. N. Treadaway & Associates, certified 
public accountants, and it says approximately what you have just told 
us now, but it is dated 1 year prior to the $11,550 writeoff on you 
books. At this time you state to Mr. Treadaway, under date of Janu. 
ary 21, 1956: 

Our records show an unpaid balance of $10,500 for professional services from 
January 1, 1955, to August 1, 1955. It must be stated that Mr. A. 8. Vinnelj has 
always treated us with the utmost courtesy and consideration, and if he person. 
ally feels that some adjustment is warranted in this case, we would accept any 
reasonable reduction that he personally deems to be appropriate. Since August 
1, 1955, we have submitted no statements to the Vinnell Co. and have made no 
claims for even out-of-pocket expenses, such as long-distance telephone calls. 

Was any adjustment made of your account at that time? Or agq 
result of this letter ? 

Mr. Murrow. No adjustment at that period. 

Mr. Reppan. So you continued to carry the unpaid balance of 
$10,500 right on through ? 

Mr. Murrow. That is correct. 

Mr. Reppan. Now, as of—what is the date of that last entry on the 
books ? , 

Mr. Trossrvin. The last entry is January 3 in the amount of $500, 

Mr. Reppan. And the next notation after that, showing—— 

Mr. Trossevin. That is February 28, showing a credit of $11,500, 

Mr. Reppan. Does that amount to a writeoff of an amount owing to 
you by the Vinnell Co. ? 5 

Mr. Murrow. It amounts to a'writeoff, I would assume. 

Mr. Reppan. That action was taken as a result of a letter written by 
you, and I wonder if you could tell : 

Mr. Murrow. I should explain this, if I may, Mr. Chairman. 

Mr. Harpy. Go right ahead. 

Mr. Murrow. At times the billings were sent from my office here in 
Washington. The books were kept in my partner’s office in Dayton: 
at home. We are a very small firm now and we were smaller then, 

I wrote him a letter—I have been unable to find a copy of it—which 
in effect said this: That for the past considerable period it had not 
been possible for us to render any particular services to Mr. Vinnell, 
and that inasmuch—I wrote that to my partner in Dayton, Mr. Chair- 
man, where the books were kept—and suggested to him that in view 
of the fact that we had performed very little services during the past 
many months, that I was entirely agreeable to writing the matter of 
and not pressing for payment of the retainer over the period in which 
our services had been very minor. 

Mr. Reppan. Was that done at the request or suggestion of Mr. 
Vinnell or the Vinnell firm ? 1 

Mr. Murrow. Not to my recollection; no, sir. 

Mr. Reppan. Did you consider yourself to be retained by the Vin- 


nell Co. all during 1956? 
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Mr. Murrow. Well, I can only answer that by saying, Mr. Reddan, 
that we sent them bills for professional services during that period. 

Mr. Reppan. And you sent them those bills pursuant to the arrange- 
ments referred to in Mr. Vinnell’s letter of January 26, 1956, that I 
have just shown you ¢ 

Mr. Murrow. Yes. 

Mr. Reppan. Did you have any discussion or any correspondence 
with the Vinnell Co. prior to the time you went out to Laos on this 
contract for ICA ¢ 

Mr. Murrow. Not that I recall. It is entirely possible we had cor- 
respondence or telephone calls, but I do not recall them. 

Mr. Reppan. Did you have any discussion with Vinnell or any of 
the Vinnell personnel as to what your duties were to be under your 
contract ? 

Mr. Murrow. No, not that I recall, other than it was a constant 
survey. : 

May I make one point clear, Mr. Chairman 4 

Mr. Harpy. Yes. We would like to have anything that we can 
vet. 
~ Mr. Murrow. While Mr. Kessler is here—and I dislike to disagree 
with Mr. Kessler—this is the first project that we had undertaken for 
ICA. Our only other experience was the submission of a proposal 
to do the work in Cambodia, which was not. accepted. I think that 
if I understood Mr. Kessler’s testimony correctly, the terms of ref- 
erence of our contract was to include the development of estimates 
which would be used with contractors for construction purposes. 
That was not the case, as I think it should be evident toanyone. With 
three men you could not possibly develop estimates for construction 
purposes. All you can do is to develop preliminary estimates, and 
that is exactly what was done in Cambodia prior to the submission 
of our proposal to do the engineering work. 

It is not possible to arrive at a construction—— 

Mr. Harpy. Your Cambodia project was strictly a reconnaissance 
proposal though, wasn’t it ¢ 

Mr. Murrow. No, sir. We proposed to do the engineering work. 
But the reconnaissance work had been done prior to that time by 
another firm. 

Mr. Harpy. You were only going to use three men on the Cam- 
bodia proposition ¢ 

Mr. Murrow. That is correct, sir. And no lines were run. It was 
merely the exercise of engineering judgment whether that should be 
done, and what priorities should be established in doing further engi- 
neering work prior to undertaking construction. 

Mr. Harpy. Wasn’t your contract in Laos much broader than had 
been contemplated in Cambodia ? 

Mr. Murrow. I don’t think it was any broader, Mr. Chairman, than 
was contemplated with the reconnaissance in Cambodia. 

Mr. Harpy. Certainly you must have had a considerable party in- 
volved with a $147,000 contract in 10 months? 

Mr. Murrow. Subsequently we did have additional people when the 
scope of the project was broadened. But that occurred after January 
1957, 

Mr. Harpy. That was after January 1957? 
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Mr. Murrow. The work that we were engaged in the first sever] 
months we were out there was entirely a preliminary matter, and jt 
was certainly not possible to develop construction estimates of cogtg 
on the work that we attempted to outline. 

May I ask, sir, if Mr. Kessler would confirm or not confirm my 
understanding of that matter? 

Mr. Harpy. Surely. I would be glad to have him comment on jt, 
You can stay right there. We have a copy of the contract. I think 
that would probably clear it up. Maybe Mr. Kessler can do it quickly, 

Mr. Kesster. From a reading of the contract, Mr. Chairman, it 
calls for “preparation of estimate of cost of construction.” That it 
what the contract document says. That is all I read to you. 

Mr. Murrow. Let me explain this difference. 

It is quite all right to make a statement of what construction jg 
going to cost, but the preparation of plans for construction and ac- 
curate engineering estimates is a totally different thing and is g9 
recognized in the profession. 

Mr. Harpy. We know what we are talking about; I think that js 
the point. I don’t want us to leave an improper impression. 

The contract itself, I think, should be clear on that point. 

Mr. Murrow. We did prepare estimates, but they were entirely 
preliminary estimates and accurate estimates could not be developed 
without doing the engineering work in the field. 

Mr. Harpy. Mr. Reddan? 

Mr. Reppan. General, did the Vinnell Co. finance your operation in 
Laos in any way ? 

Mr. Murrow. No, sir. 

Mr. Reppan. Did they offer to finance you? 

Mr. Murrow. Not to my knowledge, no, sir. 

Mr. Reppan. Did they offer you any assistance? 

Mr. Murrow. They may have offered assistance, but certainly they 
paid none of our expenses in Laos and we incurred no obligation to 
the Vinnell Co. in connection with that work. 

Mr. Reppan. I would appreciate your looking at this letter of May 
3, 1956, addressed to Mr. Vinnell by yourself. It is a short letter, 
If you will, read the second paragraph there [handing]. Would you 
read that out loud ? 

There is attached copy of my letter sent airmail to your Tokyo office today. 

It now appears that final contract on the Laos highway and airport reconnais- 
sance will be forthcoming within the next few days. This project, together 
with other work that I discussed with you, runs us a bit close on financing and 
I am deeply appreciative of your offer of assistance in this matter. 

It was really a pleasure to see you and visit with you again and I hope your 
next visit will not be so long delayed. 

Mr. Reppan. What did you discuss with Mr. Vinnell relative to 
that contract ? 

Mr. Murrow. I can’t recall from memory, but I would assume that 
I may have suggested to him that we could use a payment on account 
of bills that we had rendered that were overdue. 

Mr. Reppan. What is the date of that letter? 

Mr. Murrow. It is dated May 3, 1956. 

Mr. Reppan. Did you stop in San Francisco on your way out to 


Laos? Or did you stop in California, rather, and did you drop in the | 


Vinnell office and talk with anyone there on your way out to Laos! 
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Mr: Murrow. I may have done so. I would have to check that. 

Mr. Reppan. Did you have any meetings with any Vinnell person- 
nel either in Thailand or Laos during the time that you were out there 
inconnection with your contract with ICA ? zs 

Mr. Murrow. Yes, I met the people that Mr. Vinnell sent out there 
inconnection with his contract. ' 

I would like to make it very clear, Mr. Chairman, that my responsi- 
bilities out there did not extend to supervision or any responsibility 
inconnection with Mr. Vinnell’s work, ; 

Mr. Harpy. Did you perform any service in connection with your 
retainer with the Vinnell Co. while you were there, through confer- 
ences with Vinnell employees in Laos? ~ 

Mr. Murrow. I performed no service for Mr. Vinnell’s personnel 
that I would not have performed for any group of Americans coming 
into that area, ' 

Mr. Harpy. I don’t mean to infer that there is anything unusual 
about this kind of thing, but I am trying to understand just what 
services you did perform. 

Mr. Murrow. In Laos? 

Mr. Harpy. In Laos, or anywhere else for the Vinnell Co. That 
is the thing that we started off on a moment ago and we didn’t ever 
get that very well cleared up, I don’t think. 

Mr. Murrow. I tried to answer that, Mr. Chairman, in the letter to 
Mr. Woods. It is not unusual, as a matter of fact it is quite common- 
place, for a large construction firm to retain an engineering firm the 
same as they retain a lawyer. 

Mr. Harpy. I am aware of that. But I am just trying to under- 
stand whether or not during this period that you were retained, you 
performed any service and if so, what was the nature of it ? 

Mr. Murrow. Well, I will give you one specific example, and there 
were others, in connection with the Spanish bases. 

I was of assistance to Mr. Vinnell in setting up an organization that 
could qualify to bid on the Spanish bases. There were other instances 
of that kind. Strictly from an engineering point of view, an engineer- 
ing service. 

Mr. Harpy. It is your testimony that insofar as the Vinnell em- 
ployees in Laos were concerned, you had no consultations with them 
in connection with your retainer with the Vinnell Co. ? 

Mr. Murrow. That is correct. There was nothing I could do for 
them except to tell them what little we knew about the country and 
where they might find a place to live immediately after they arrived 
there. 

I would like to add, Mr. Chairman, if I may, that there has never 
been any improper or unethical relationship between Mr. Vinnell and 
my small firm. Mr. Vinnell has never requested that we do anything 
that was of an unethical nature. 

Mr. Reppan. Did you see Mr. Vinnell in Manila in December of 
1956 at the airport ? 

_ Mr. Murrow. I don’t think so, but it is possible. He had an office 
i Manila, and I don’t recall at the moment whether I saw him or not. 
Mr. Reppan. Were you there at that time, sir? 
Mr. Murrow. I went through Manila in December of 1956. 
41067—59—39 
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Mr. Reppan. Did you have any discussion with Mr. Vinnell at that | 
eee, relative to your contract or your retainer arrangement, wit) 
um % 

Mr. Murrow. Not that I recall; no, sir. 

Mr. Reppan. Do you have any such arrangement with him at the 
present time? 

Mr. Murrow. No, we have not had a retainer arrangement with the 
Vinnell Co. since the last billing. 

Mr. Reppan. What were the circumstances under which the arrange. 
ment was stopped ? 

Mr. Murrow. I think certainly it became increasingly clear to m 
and I think it did to Mr. Vinnell, that to continue a retainer might 
place us in a difficult position, a conflict of interest, because we wer 
making proposals to do engineering work and he was making pr. 
posals to do construction work. 

Mr. Reppan. In Laos? 

Mr. Murrow. No, not in Laos. In other parts of the world. Ang 
I felt that it would be better for my firm, and I think perhaps Mf, 
Vinnell felt the same way, that we not be retained because of the pos. 
sibility of developing conflict of interest. 

Mr. Reppan. Did you write to the Vinnell firm, or Mr. Vinnell to 
that effect ? 

Mr. Murrow. I did not. 

Mr. Reppan. You did, however, write such a letter when you fet | 
that way in 1955? 

Mr. Murrow. That is correct. 

Mr. Reppan. Did you give them any notice of your decision to do | 
this? 

Mr. Murrow. I am not certain. I don’t recall the circumstances 
It was—there was no disagreement in the matter, and I don’t recal 
whether any particular notice was given or not. 

Mr. Reppan. Did they ever ask you, “Why did you stop sending w 
bills; we thought you were on our retainer.” 

Mr. Murrow. No, they did not. 

Mr. Reppan. Do you know whether up to this time they ever hai 
any reason to believe that you were not still on a retainer agreement 
with them ? 

Mr. Murrow. I think if they did not receive bills from us the 
would certainly know that we were not being retained by them. 

Mr. Reppan. They didn’t write and ask you if you were angy 
with them, or disappointed ? 

Mr. Murrow. No. 

Mr. Reppan. Did they know that you had written off $11,550 whieh 
was on your books as owing to you from them ? 

Mr. Morrow. I don’t know whether they knew that or not. | 

Mr. Reppan. Do you know whether they still think that they om| 
you that money ? 

Mr. Morrow. I do not. 

Mr. Reppan. I have a photostatic copy of their ledger sheets, 0) 
Vinnell’s ledger sheets, showing your account, which indicates thi 
in 1957, in July, they credited your account with $11,500, and cn | 
sidered they no longer owed you anything—they debited your #| 
count, I mean. | 
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(The documents referred to above appear on p. 588.) 

Mr. Murrow. I would have no means of knowing how they keep 
their books. _ 

Mr. Reppan. Will you explain to the committee why they would 
do that, why they would make that entry on their books in 1957? 

Mr. Murrow. I am not accomplished in the matter of bookkeeping. 

Mr. Reppan. I don’t mean the technicalities of bookkeeping, Gen- 
eral. What I am wondering is why, with absolutely no communica- 
tion between the two of you, you took the same action within a rela- 
tively short time. Did they tell you they were doing this? 

Mr. Harpy. Your account was closed when ? 

Mr. Trossevin. February 1957. 

Mr. Harpy. And they didn’t balance that off until July. So it 
would indicate that there was some lapse of time in between. 

Mr. Reppan. With no communication. 

I have no further questions, Mr. Chairman. 

Mr. Harpy. General, in the letter to Mr. Vinnell which you read 
into the record a while ago, you made reference to an attached letter 
which had to do with some prospective work in Japan, I believe. At 
least I gather that is what it was. Would that be construed as being 
at least a part of the service you would perform as consultant to the 
Vinnell Co., advice about other possible contracts which he might be 
interested in ¢ 

Mr. Murrow. Yes, I think that could be. I am not sure of the 
letter to which you refer. 

Mr. Harpy. That is a letter to Mr. Vinnell’s Tokyo office, a copy of 
which was attached to the letter you addressed to him at his Alhambra, 
Calif., office. 

It refers apparently to some possible business in which you might 
have an interest. ([Handing.] Maybe I misinterpreted it. 

Mr. Murrow. Yes, sir, that is correct. We learned of work, con- 
struction work on which competitive bids would be called, and we 
acquainted Mr. Vinnell with that. 

Mr. Harpy. That was one of the types of service which you could 
render under your contract with him? 

Mr. Murrow. Yes, sir. I had no contract with him. 

Mr. Harpy. You had an agreement with him. You had a verbal 
agreement ? 

Mr. Murrow. Yes, sir. 

Mr. Harpy. Thank you very much, Mr. Murrow. 

Mr. Vinnell, will you come up now, please 

Mr. Vinnell, will you be sworn, please. 

Mr. Vinnevv. Yes, sir. 

(The witness was sworn by Mr. Hardy.) 


TESTIMONY OF A. S. VINNELL, PRESIDENT, VINNELL C0., INC., 
ACCOMPANIED BY GEOFFREY CREYKE, JR., ATTORNEY 


Mr. Harpy. I see you have your attorney, Mr. Creyke, with you. 
I presume that you are already advised concerning the subcommittee 
rules in that respect. 

Mr. Vinnewu. That is correct, sir. 

May I make a statement before you start? I stammer somewhat, 
but I will make every effort to answer as best I can. 
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Mr. Harpy. Thank you. Will you give the reporter your full 
name and your address, please ? } 

Mr. Vinnewu. Allan S. Vinnell, 1760 Ramero Road, San Marino 
Calif. 

Mr. Harpy. Mr. Vinnell, would you, also for the benefit of the com. 
mittee, give us a very brief biographical sketch ? 

Mr. VINNELL. Sir? 

Mr. Harpy. Would you give us a very brief biographical sketch 
of your own background and the nature of your present business 
activity ? 

Mr. Vinnewu. I started in the contracting business in a very small 
way in the early years, 1931, building on up through the years unt] 
now we operate eight divisions of operations, four divisions in the 
States and four divisions out of the States. 

The divisions in the States being highway work, building work, 
underground work, and steel construction. Out of the States, the 
divisions are in areas: Mexico, the Orient, and the Middle East. 

One other division which works in the States and out of the States 
is our special division which does such work as maintenance work for 
the Government, Air Force, Army, the technical work for Army Ord. 
nance, ICA, and so forth and so on. 

Mr. Harpy. You have been, then, performing work for the Gov. | 
ernment, one branch of it or another, for a period of years? 

Mr. VINNELL. Yes, sir. 

Mr. Harpy. Thank you, Mr. Vinnell. 

Go ahead, Mr. Reddan. 

Mr. Reppan. Mr. Vinnell, were you in the room during the time 
that Mr. Keating and Mr. Crow] testified? Mr. Crow] testified con- 
cerning his telephone call to you on May 9, 1958. | 

Mr. VinneEtu. Yes, sir. 

Mr. Reppan. Could you hear that testimony, sir? 

Mr. VINNELL. Yes, sir. 

Mr. Reppan. Do you have any comments to make as to the 
accuracy ¢ 
Mr. ViInNELL. I do not remember that, just what he stated there. | 

don’t remember the call, to begin with. 

Mr. Reppan. What is that? 

Mr. Vinnetw. I don’t remember the call to begin with. 

Mr. Harpy. [ think I can summarize Mr. Crowl’s sworn testimony 
by reading a portion of a letter prepared by Mr. Crow], and signed by 
Mr. Keating, which was addressed to Mr. William M. Kelly, regional 
inspector for ICA, under date of May 12, 1958: 

On May 9 Art Crowl talked telephonically with Mr. Vinnell, president of 
Vinnell Co., Inc. * * * Mr. Vinnell stated he has known General Murrow for | 
many years dating back to the time when Murrow was with the Railroad Con- 
mission. Biographical data on Murrow which is in this office discloses Murrow 
was director of research for Association of American Railroads from 1946 to 
1951. 

Vinnell stated Murrow has done engineering work for Vinnell some years ag0, 


but the latest was about 114% or 2 years before Vinnell entered into a contract 
with this agency for work in Laos. 


Mr. Vinnewy. That is not correct. I am sure he misunderstood me 
because that isn’t correct, sir. It would be 114 years before the call, | 
perhaps. 
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Mr. Harpy. Maybe we had better get you and Mr. McNamara up 
here, too, because he testified to that effect just the other day. As 
vice president of your company, I wouldn’t think his memory would 
be that bad. 

You have been previously sworn, Mr. McNamara? 

Mr. McNamara. Yes, sir. 


TESTIMONY OF FRANK S. McNAMARA, VICE PRESIDENT, VINNELL 
CO., INC. 


Mr. Harpy. Mr. Reddan said, speaking of General Murrow: 


Has he ever been employed by the Vinnell Co.? 

Mr. McNamara. He was retained as a consultant by Vinnell until the latter 
part of 1954. : s . 

Mr. Reppan. When did he become employed by Vinnell? 

Mr. McNamara. I think it was the latter part of 1952 into 1953. It might 
have been the first part of 1953 or the latter part of 1952. 

This is not pertinent to it. 

Then I asked this question : 

But the agreement was terminated to avoid any possibility of conflict of 
interests ? . Sas ; 

Mr. McNamara. That is right, sir. 

You stated that the agreement had been terminated in the latter 
part of 1954, to avoid a conflict of interests. 

Mr. McNamara. Mr. Chairman, when you asked me that question 
I made a very serious mistake, depending upon my memory. It has 
happened 5 years ago—4 or 5 years ago, and you shot the question at 

PI y gO = wn Pars eee _s 
me, and I tried to think of the periods of time. So I went back to 
the—— 

Mr. Harpy. Let me read one other statement in here. 

On your reply, I said: 

I wonder if I can understand the period of time that was involved here. 
Was the general employed as a consultant at any time during the time you 
had the contract with Laos? 

And here was your reply: 

No, sir. 


Mr. McNamara. That is right. 

Mr. Harpy (reading) : 

His employment terminated the latter part of 1954. The agreement with ICA 
was in 1956. He was not employed after the date in 1954. 

That is your testimony. 

Mr. McNamara. That is right, sir. And if you ask me that same 
question today, I would answer the same way, with the exception of 
the starting dates. 

After I testified—I testified from memory and I went back to the 
office and I dug up all of the correspondence. I want you to under- 
stand one thing about this correspondence. All of Mr. Vinnell’s per- 
sonal correspondence is handled by his secretary, so I went to the files, 
I went to Mr. Vinnell’s files and got out that folder which showed 
that the arrangement had terminated on August 1, 1955. That is all 
that was in the files. So I immediately called Jeff Creyke and told 
him that I had checked the records, and that I was preparing a sum- 
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mary to that effect. So then Jeff said he talked to you people oyg 
here, and that there must be some missing files, because you had the 
information to the contrary. 

Mr. Harpy. I thought I was saving you the risk of perjuring your. 
self, sir, and I am afraid that you are not being as helpful now gg 
you might be. But you proceed in your own fashion. 

Mr. McNamara. AJ] I can do is tell you the truth. 

Mr. Harpy. That is all I want. 

Mr. McNamara. That is all I am giving you. 

So I got Mrs. Shirley in and I got the office manager in and I gaid 
“There must be some other files around; you go look for them.” ’ 

So they dug up in the general files that separate folder that we 
have given you, which showed some correspondence in 1956. I im. 
mediately called Jeff and told him about it. 

Mr. Harpy. And they are the files that he presented to us yesterday? 

Mr. McNamara. Yes, sir. 

Mr. Harpy. It seems a little bit strange that you didn’t have accesg 
to any more accurate records when we asked for a tabulation of the 
billings—rather, of the account—and you sent us a copy of the a- 
count by Mr. Creyke, which he delivered to me in my office. And that 
account which you sent us does not show a single solitary indication 
of any transaction with Mr. Murrow or TCI after this letter of ter. 
mination of August 1955. 

Certainly you had access to your books; certainly as vice president 
of the corporation you must have known where you would get the 
accurate information. But you very carefully avoided any indica- 
tion that there was any billing after August 1955. 

Mr. McNamara. I assume that you are going to take my testimony 
on face value, and what I tell you you will assume is the truth, 

My understanding of our arrangement with Mr. Murrow, which! 
had no connection with as far as making the arrangements, was that 
his employment was from February 1954 to August 1, 1955. 

I worked up these records based upon the fact, how much did we 
owe the man for the period of time from February 1954 to August 
1, 1955. 

Mr. Harpy. You are testifying that you worked up these records 
personally and without any examination of your books? 

Mr. McNamara. I looked at the ledger sheets. I paid no attention 
to the entries in the ledger sheets because they are wrong. 

Mr. Harpy. Take a look at your ledger sheets. 

Mr. McNamara. That is right; I looked at them. I was only con- 
cerned with the amount of payment that had been made, basing the 
earnings—— 

Mr. Harpy. It is your testimony you were not deliberately trying 
to deceive the committee ? 

Mr. McNamara. I should say I was not. 

Mr. Harpy. You are under oath. 

Mr. McNamara. That is the story told you, wasn’t it [referring 
to Mr. Creyke] ? 

Mr. Reppan. Mr. McNamara, in the letter dated April 2, 1959, to 
your attorney, which was delivered to the committee, and apparently 
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repared by you for delivery to the committee, it states that you have 
rvamined your records. You say: 


In examining our records, we find that starting February 1954, we employed 
the above company as consultants. This arrangement continued until August 
1, 1955; services were terminated as a result of the attached letter signed by 
Lacey Murrow, dated August 2, 1955, which is self-explanatory. 

We are enclosing two copies of this letter, which we assume you plan to 
turn over to the Hardy committee. This substantiates my testimony to the 
effect that the services of this company were terminated by mutual agreement 
in 1955. I did not give them the August date—simply said that it was in 1955. 

I am also enclosing, for your use, a statement of the account of _Transporta- 
tion Consultants. This shows that Services began in February 1954 and were 
terminated as of August 1, 1955, and for that period of time, they earned a total 
of $22,500. This statement also shows the payments which were made, starting 
in March of 1954 and ending in November 1956. 

Where in your records, Mr. NeNamara, do you find that $22,500 
was all that they earned ? 

Mr. McNamara. I had been working under the assumption that 
the period of time that they were employed by us, based upon the 
information that I had, was from the period that I gave you in the 
statement, and I applied the payments against that particular period. 

Mr. Reppan. But you exercised a judgment here that they had only 
earned $22,500, whereas your books and records show that you owed 
them considerably more than that as of August 1, 1956. 

Mr. McNamara. I will admit that maybe I should have examined 
it much more closely, but I got a one-track mind, and all I thought of 
was to show the amount of earnings for the period of time that 1 
understood they were working for us, and show the offsetting pay- 
ments. 

Mr. Harpy. As vice president of the company in an executive 
capacity, you did not know that the arrangement had been recon- 
stituted with Mr. Murrow ? 

Mr. McNamara. I do not recall ever having been told that it was 
reconstituted. 

Mr. Harpy. And the files were right there and it was done by letter 
in 1956? 

Mr. McNamara. Mr. Hardy, the files I thought were complete. 
But they were not complete. The only explanation that we can find 
why these files were misplaced is because the auditor must have had 
them out and put them back in the general files. Every bit of cor- 
respondence-—— 

Mr. Harpy. Mr. McNamara, when you testified before, I was de- 
lighted that we seemed to have a very forthright witness and I con- 
fess that I have been extremely disappointed in the way this thing 
has developed. 

How a man in your capacity with a corporation as big as that, 
operating worldwide, can be as ignorant about the affairs of his corpo- 
ration as you are testifying to now isa little beyond me. 

Mr. Reppan. In the preparation of this letter, did you examine 
the ledger sheets ? 

Mr. McNamara. Yes, I did. 

Mr. Reppan. Did you see on there that Transportation Consul- 
tants had continued to send you statements for services during the 
entire year of 1956? 
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Mr. McNamara. I saw the entries, yes; but as I say, I went op 
the basis of the amount of money that was earned up until the tims 
that I told you about, and I did not have access or did not get thos 
letters until after I had prepared this. r 

Mr. Reppan. Regardless of the letters, Mr. McNamara, you had 
the ledger sheets in front of you, did you not? f 

Mr. McNamara. I did. 

Mr. Reppan. Did you ask anybody why they were putting down 
charges of $500 a month for Lacey Murrow all during 1956? 

Mr. McNamara. No, I did not. 

Mr. Harpy. Do you make it a point to run the accounting affairs of 
your company, or do youconsult with your bookkeepers ? 

Mr. McNamara. I never get into the accounting department. 

Mr. Harpy. You did this time. 

Mr. McNamara. Sure, because I had given you testimony and | 
wanted 

Mr. Harpy. And you were trying to find something to support that 
testimony ? 

Mr. McNamara. No, sir. I wanted to make darned sure that I had 
given you the proper testimony, and I still feel the same way today, 
Mr. Hardy. : 

Mr. Harpy. Go ahead. 

Mr. Reppan. Do you mean you still think that the employment of 
Lacey Murrow was terminated as of August 1, 1955? Is that your 
testimony ? 7 

Mr. McNamara. I testified as to what I believed at the time TI testi. 
fied. I am testifying now as to what I believed before. 

Mr. Reppan. What did you believe after you saw the records, sir! 

Mr. McNamara. When I saw the letter, I got very concerned be- 
cause I didn’t have the whole story. I got immediately—— 

Mr. Harpy. As a matter of fact, you didn’t get concerned until 
Mr. Creyke called you and told you about his conversation with me, 

Mr. McNamara. That is when I started to look for the files, Con- 
gressman. 

Mr. Reppan. In the last paragraph of your letter of April 2, which 
you prepared for submission to this committee through your attorney, 
you state: 





You will note that the services to August 1, 1955, total $22,500 and the pay- 
ments total $21,500, spread over the period from March 1954 to November 1956, 
We were, as you can easily see, delinquent in the payment of this account. The 
important thing, however, is that the payments made did not exceed the amount 
due for the period ending August 1, 1955. Had payments exceeded the earn- 
ings of that period, it could possibly be construed that they were employed 
by us after August 1, 1955. 


I believe you stated when I first showed you that ledger sheet that 
you felt that the entries on the ledger sheet were wrong. 
Mr. McNamara. [I later examined them 





Mr. Reppan. Did you testify that just a few minutes ago? 

Mr. McNamara. Yes,I did. But may I not correct it, but amplify 
it? 
Mr. Harpy. Certainly. 

Mr. McNamara. After—as I say, I have a one-track mind and I 
was trying to show that there had been no payment, by the payment 
portion of it. Then when Jeff called me and told me that there must 
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be something missing, and I found the letters, then I went back and 
examined it. These entries along here are not correct [indicating | 
in that there is an excessive amount charged in the year 1955. That 
is, the amount taken up is in excess of the amount that was earned. 

Mr. Reppan. Was there anything wrong about the charges in 1956? 

Mr. McNamara. According to the letter that I found, no. 

Mr. Reppan. What is this letter that you found, and where did 
you find it ? : rib: 

Mr. McNamara. The one I just told the chairman about? I found 
it in the general files, 

Mr. REDDAN. Did you find the copies of the billings sent to Vinnell 
by TCL? ca 

Mr. McNamara. I only found three copies of the billings. As I 
recall, it was August, September, and October of 1956, which I sub- 
mitted. 

Mr. Reppan. Didn’t you find the others for 1956? 

Mr. McNamara. No, I did not find them. I did not look for them. 
I asked the accounting department to look for them. I did not look 
for them. 

Mr. Reppan. Did the accounting department tell you they couldn’t 
find them ? 

Mr. McNamara. That is right. 

Mr. Reppan. Who in your accounting department said they couldn’t 
find them ? 

Mr. McNamara. Mr. Hilger. He is secretary. 

Mr. Reppan. Did he personally make the search ? 

Mr. McNamara. I can’t answer that definitely. He is the secretary 
of the company and I went to him. Believe me, I got very concerned 
about it when I saw what was happening. 

Mr. Reppan. I am getting concerned, too. I would like to know if 
there is anyone else who would have made that search that you say 
was made and failed to turn up these invoices from TCI, or these 
statements from ‘TCI. 

Mr. McNamara. Well, I assumed—I had better check into it, be- 
cause I already got myself into an unfavorable position by depending 
on memory and assumption—that he had someone in the accounting 
department look. I don’t know that he did it personally or that he 
delegated that to somebody else. 

Mr. Reppan. Is it your testimony that Mr. Hilger told you that the 
accounting department could not find the statements from TCI dur- 
ing 1956 ? 

Mr. McNamara. When he gave me those three bills that we turned 
over to you, he said that is all they could find, Jus st those three. 

Mr. Reppan. The accounting department had these three bills? 

Mr. McNamara. I think—no, I had better check on that. I think 
they were in with the 1956 file that was missing. There was one 
complete file there, the letter from Treadaway, and then the corre- 
spondence from Mr. Vinnell and Mr. Murrow, Lacey Murrow. 

Mr. Reppan. This file, was it so labeled at the time you found it? 

Mr.McNamara. It wasn’t labeled at all. They found it in back 
of the M’s in the general files. It wasn’t in a file folder. 

Mr. Reppan. This is labeled “Group of papers found loose in old 
files under letter M.” 
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Mr. McNamara. That is right. 

Mr. Reppan. And it so happens that everything in here relates to 
the employment of Lacey Murrow after August 1955. It includes 
statements from Murrow, TCI to Vinnell; it includes Mr. Vinnel}’s 
letter to Mr. Murrow reactivating this account in 1956. 

Mr. McNamara. That is right. 

Mr. Reppan. It includes a number of other things dealing with 
relationships with the firm all during 1956. And it is your testimon 
that this file was found in miscellaneous papers somewhere; is that it} 

Mr. McNamara. It was found in the general files in the storeroom 
where we keep our files. It was filed in back of the M’s. It wasn 
in any file folder. The only reconstruction that we can place on 
it; the auditors had the file out and they put it back in the gener] 
files, because all of those papers are normally in Mr. Vinnell’s per- 
sonal file. 

Mr. Reppan. Who found this file? 

Mr. McNamara. Mr. Hilger found it. 

Mr. Reppan. He found this one, too. Were all these papers to 
gether, just like they 

Mr. McNamara. They were all together. There was a clip on 
them—not a clip, but a staple. 

Mr. Harpy. You are pretty sure nobody took those out before you 
submitted these other documents to us in response to the subpena! 

Mr. McNamara. No, sir. 

Mr. Reppan. Were these files found before your attorney notified 
you that the committee had issued a subpena duces tecum for all the 
files of Vinnell relating to this matter ? 

Mr. McNamara. No,sir. Those files were found after Mr. Creyke 
called me and said that there must be some more correspondence 
out there; that he had talked to you people and that he was sure that 
you had some correspondence that we hadn’t referred to. 

Mr. Harpy. Did we have testimony awhile ago from the General 
Accounting Office that he did see all of these invoices ? 

Mr. Reppan. Yes, sir; they did. 

Mr. Harpy. I don’t understand. The General Accounting Office 
representatives went to your office and they found these things and 
you still can’t find them. 

Mr. Reppan. Mr. Vinnell, did you ever discuss with Mr. Me 
Namara your arrangements with Lacey Murrow, or TCI after 
January 1956? 

Mr. VinneEu. I don’t recall either way; yes or no. 

Mr. Harpy. Did you suggest to ICA’s representatives yesterday 
that Lacey Murrow’s contract with you had terminated in August 
and was not reinstituted in 1956 ? 

Mr. Vinnetu. No, sir. I stated that we—by letter of Mr. Lacey 
Murrow, we ended the agreement in August 1956—— 

Mr. McNamara. 1955. 

Mr. Vinnei. 1955. But due to owing him money the last three 
payments were made in 1956. 

Mr. Harpy. Did you still contend that he was not employed by 
you in 1956? 

Mr. Vinnewu. I am not sure whether that statement is correct. I 
better build up 
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Mr. Harpy. What is your contention now? Was he or was he not 
employed by you in 1956 ¢ 

Mr. Vinnevu. I might answer you much better by stating our 
agreement, working agreement with Mr. Lacey Murrow. 

Mr. Lacey Murrow opened up his office in early, I believe, 1954. 
I think I had met him the year before when he was with the Ameri- 
can Railroads and he stated that he was opening up this office. At 
the time we had men coming in and out of Washington to run down 
many things, leads on work, this, that, and the other thing, and I 
needed—it was costing us so much money that I wanted somebody 
here all the time rather than open up our own office. 

I made an arrangement with him to do such things in Washington 
as our own office would do, and added to that such engineering serv- 
ices as we needed to do—that we might need to do. 

That ran on for about a few months at $1,000 a month, and I made 
an agreement with him to raise that to $1,500 a month for 1 year 
and then reduce it $1,000 a month after 1 year. 

Mr. Harpy. When was the $1,500 a month to be effective ? 

Mr. McNamara. May. 

Mr. VinneLu. About May. 

Mr. Harpy. Of what year? 

Mr. VinneLv. 1954, and to run through May—or through April 
1955. 

In about 1955 we lost money on several contracts. When we have 
contracts with the Government they retain so much money to the end 
of the contract—retentions. We just didn’t have the money and 
we let a great many of our bills run to two people that we knew: our 
insurance man, our legal people, Lacey Murrow and other large cor- 
porations, knowing that we would catch it up when we made these 
collections. But the payments we made him during that year are a 
matter of the record in 1955. 

Lacey Murrow had written me this letter in August 1955 and I 
think the record will also show that he invoices during 1955 even after 
May, $1,500 in the month, which is the reason for some of the excess 
there, which in my letter to him that $1,500 was only to run 1 year. 

Then during early 1956 I hired a financial vice president to handle 
the administrative matters, the finances of the corporation, and gave 
him all of that. ‘That was just his responsibility. 

Mr. Harpy. Who was he? 

Mr. Vinnetz. Lee Howard. 

Lee Howard came to me sometime in the middle of 1956—June, 
July, I just don’t know what month, it might have been August—and 
stated that he had either by letter or telephone discussed this account 
with Lacey Murrow, and Lacey Murrow said: 

Whatever Vinnell says he owes us will be all right with me. If Vinnell says 
he doesn’t owe us anything, he doesn’t have to. 

So I says—Lee Howard recommended let’s cut it off. I said, “Lee, 
we will just leave it up to our agreement and we will cut it off as 
of a certain date.” 

And I called Lacey Murrow, and I believe I called him during 
one of those months—I have no record of the call—and made that 
agreement with him, that after we had paid so much money we would 
no longer owe him any money. 
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Mr. Reppan. During what year was this, Mr. Vinnell? 

Mr. VinneEtu. This was during 1956. 

Mr. Harpy. During 1956¢ That was after your contract had been 
reinstituted. 

Mr. VINNELL. Yes, sir. 

Mr. Harpy. That was what I wanted to ask you again. 

Was Mr. Murrow, or was he not, under retainer and performing 
services for you after August 11, 1955? 

Mr. VINNELL. You might say so; yes. 

Mr. Harpy. I want to know if he was or was not. Did you tel] 

Mr. ViInneELL. I do not know what services there were after Au- 
gust 1, 1955. I don’t remember just what there was. But in any 
event we agreed that the money, so much money, which would be 
roughly August 1, 1955. 

Mr. Reppan. He had already earned that money up to August 1 
1955? Te is 

Mr. Vinneti. We made that agreement, that we would mail him 
so much money, and I believe there were no invoices there, and I just 
said: “This will mean send us so many more invoices and that Wipes 
up the account.” 

Mr. Reppan. He had already invoiced you more than $11,000 than 
you had paid him. Why did you want more invoices? 

Mr. VinNELL. I don’t know, sir. 

Mr. Reppan. You are the one who suggested it. I am just won. 
dering. 

Mr. Vinnevt, That is the only reason—the only reason I say that, 
I just know that there are three more invoices, these last three invoices, 

Mr. Harpy. The last three that are in that file? 

Mr. Vinnett. That is what makes me believe—— 

Mr. Harpy. They aren’t the last three, Mr. Vinnell. They are not 
the last three. That is just a part of the imvoices that were sub- 
mitted. Don’t you know that? 

Mr. VINNELL. I suppose so; yes, sir. 

Mr. Harpy. The General Accounting Office found additional ones 
in 1956. 

Mr. Vinnetu. Added to these ? 

Mr. Harpy. Yes. 

Mr. McNamara. Are you sure of that, Mr. Chairman ? 

Mr. Harpy. I believe that is the testimony. 

Mr. McNamara. I left there last Friday and they hadn’t found 
them until then. 

Mr. Harpy. Let’s make sure of that point. Where is the General 
Accounting Office statement? This is a transcript of the ledger sheet, 
Where is the letter, the memorandum ? 

Mr. Reppan. That memorandum did not cover it. 

Mr. Harpy. Maybe I am in error. 

Mr. McNamara. They hadn’t found it until last Friday. 

Mr. Harpy. Is Mr. Staples here, or has he gone? 

Mr. Reppan. He’s gone. 

Mr. McNamara. They had not found it as of last Friday. 

Mr. Harpy. They had not as of last Friday. 

Mr. McNamara, That is right. 
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Mr. Reppan. Mr. Vinnell, I will show you a carbon copy of a letter 
dated January 26, 1956, to Mr. Lacey V. Murrow over your signature, 
and ask you if you sent the original of that to Mr. Murrow. 

Mr. VINNELL. Yes. 

Mr. Reppan. It says: 


Dear Lacey: A copy of your letter to Mr. L. N. Treadaway & Associates our 
CPA, came across my desk. There must be some mistake on our part here 
oA . : 
which I should have perhaps looked into some months ago. 


Parenthetically I might add that is the letter that I was reading 
to Mr. Murrow where he refers to the fact that the TCI records show 
an unpaid balance of $10,500 as of January 1956, for services rendered 
from January 1, 1955, through August 1, 1955, and that he had not 
sent you any billing since August 1, 1955. A copy thereafter went 
to you and that is the letter you are referring to here. Your letter 
continues : 


You will remember at the time you were negotiating for an engineering con- 
tract in Thailand, or elsewhere in southeast Asia, you wrote us a letter and 
stated that inasmuch as Vinnell Co. would be interested in the construction 
work, it would not be wiSe to stay on a retainer basis. Since, however, you 
were not successful in securing the contract, there would be no reason for not 
continuing on with our arrangement, which in effect, I thought we had. From 
the above-mentioned letter, I assume that you did not invoice us after that date, 
and, therefore, was not entered on our books here. 

Sometime about May or June 1954, I discussed with you, and later wrote a 
letter, increasing our retainer from $1,000 to $1,500 a month with the state 
ment that we would take the $500 2 month credit at a later date. I wish that 
you would now consider reducing the retainer to $500 per month, starting as of 
August, or to the time you did not get the southeast Asia contract. 

The Vinnell Co. had a somewhat good year in 1955, on the overall. The good 
contracts or operations are outweighing the bad ones. However, the good opera- 
tions, or the operations which made the money, are so set up or were in differ- 
ent corporations that we have been, and are, unable to use the profits, and un- 
fortunately the only two bad operations 


and these are the ones to which you referred, Mr. Vinnell— 


are financed out of this office thereby reducing our workable funds for the time 
being. Consequently we are and have been, in the past several months, some- 
what embarrassed financially until dividends come in from the other corpora- 
tions. This is the reason that we have fallen behind in our payments, how- 
ever, we expect to be able to catch these up within the next few months, and 
ask that you be so kind as to carry along with us until then. 

I have been out of the country practically all the time during the past 7 months 
and expect to leave for the Far East within the next week. 

The rest is unimportant. 

At that time, as I read this letter, you are telling Mr. Murrow te 
start Invoicing you once again at the rate of $500 a month. Is that 
correct. ? 

Mr. VINNELL. Yes, sir. 

Mr. Reppan. On February 9, 1956, Mr. Murrow wrote you a letter. 

Mr. Vinnetu. Yes. I remember that letter. 

Mr. Reppan. The first paragraph of that letter says: 

I have received and thank you for your letter of January 26, and in com- 
pliance with the third paragraph thereof there is attached hereto a statement 
in the amount of $2,000 for the period October 1, 1955 to February 1956. Be- 
cause of the negotiations incident to the Cambodia project no charges are made 
for the months of August and September. 

Words are inadequate to convey my appreciation for the considerations you 
have extended to us. The time will come, and I hope shortly, when we will be 
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able to repay in full measure your confidence in us. The $500 a month re 
tainer that you propose is adequate and I am glad to say under present 
stances we are getting along fine. 


In the next paragraph he states: 


circum. 


I want to assure you we will put forth our best efforts to be of service to you 
and your company, and whenever anything occurs to you that we can do to be 
of help or assistance I hope you will call on us. 

In view of that, Mr. Vinnell, I would like to ask you once more 
whether or not_you considered Lacey Murrow or TCI to be retained 
by the Vinnell Corp., during 1956 ? 

Mr. VinnetL. Under the settlement, my answer is, “Yes.” Under 
the settlement, he did not receive retainer for that time. 

Mr. Reppan. I am not concerned with the fact that you didn’t pay 
your bill, Mr. Vinnell. I want to know whether or not 

Mr. VinneELL. Hold it just a minute, sir. 

Mr. Reppan. Just a moment. 

Mr. Vinnett. I don’t like that word you used. 

Mr. Reppan. I want to know whether or not he was performi 
services for you or retained to perform services for you during 1956, 
That is my question. Whether you made a settlement with him js 
something between you and Mr. Murrow, and the committee is not 
interested in that. 

Mr. Vinnetu. Yes, I would say so, yes. 

Mr. Reppan. He was retained by you during August 1956? 

Mr. VrnneEtt. I would say so, yes. 

Mr. Reppan. Mr. Vinnell, did you have any conversation with Mr, 
Murrow relative to any assistance he might be able to give Vinnell 
personnel out in Laos? 

Mr. VinneEtu. With him? 

Mr. Reppan. Yes. 

Mr. Vinnett. No. Not that I know of. I was not in the States at 
the time he went out. I did not see him to my knowledge. 

Mr. McNamara. I did. 

Mr. Vinnetu. I mentioned to Mr. Mack Lee, when he came to the 
Tokyo office where I was at, or I left instructions for him, either one 
or the other, that if he ran into any difficulties I am sure that Lacey 
Murrow, who had some men there, would just help him, show him 
around, help him get rooms, and so forth and so on. 

Mr. Reppan. Did you expect Mr. Murrow to perform any services 
for you pursuant to his retainer agreement ? 

Mr. VInNELL. No. 

Mr. Harpy. In other words you were paying him for nothing! 

Mr. Vinnewi. There was nothing that could be done. 

You mean then, in Laos? There was nothing that could be done 
on retainer services. I didn’t expect him to do anything there, no, 
sir. 

Mr. Meaper. Mr. Chairman, might I clear up my own mind. 

Counsel asked you a few minutes ago if you regarded Mr. Murrow 
as being retained by you in 1956, and I think your reply was “Yes.” 
Does that mean he was retained by you during the entire year 1956, or 
did there come a time when he was no longer retained by you, and if 
so what time was that? 

Mr. Vinnevi. I would say as of the, roughly, the middle of the 
year, something like that. 
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As of the time that I believe that I got hold of him and made this 

reement as the day we cut off, how much money we owed him, and 
the basis for how much we owed him and so forth and so on. 

Mr. Reppan. What year was that? 
Mr. Vinnevv. 1956. I think it was around the middle of 1956. 
| Mr. Maver. Was there any documentary evidence ? 

Mr. VINnNELL. No, sir, just verbal. My dealings with—I own the 
company outright, and this company that I have started as a one- 
man operation was carried on as a one-man operation for many years, 
and there are many things that I do verbally with my customers, people 
that I know, and the people in the office. I don’t write memos in the 
office. I simply give them a verbal instruction of what to do. 

Mr. Meaver. Here is a letter in January 1956, and a reply from Mr. 
Murrow a month or so later, in which it sounds to me that there is an 
indefinite arrangement to retain Mr. Murrow’s services, without any 

| termination indicated in either of t hose two letters. 

| It seems like even $500 a month is a lot in a retainer. Did you 
just stop by some sort of consulting with yourself, or did you have a 
conference, or did you have some record to——. 

Mr. VINNELL. No. 

Mr. Meaper. Put an end to what is indicated to me here as a 
contract ? 

Mr. Vinnetu. I don’t know how, sir, that happened, but I most 
likely called Lacey Murrow up and made an agreement with him 
when we cut off, how much more we owed him, and that was verbal. 
I gave verbal instructions to the office on what to do. 

Mr. Harpy. When did you do that, Mr. Vinnell ? 

Mr. Vinnetu. I would say that was in the middle of just 1956. 

Mr. Harpy. How can you explain what happened on your ledger 
| sheet? 

Mr. VINNELL. I don’t know. 

Mr. Harpy. How do you explain that your ledger sheet shows bill- 
ings from Mr. Murrow all the way through December 1956? 

Mr. Vinne.u. I don’t know, sir. 

Mr. Harpy. How do you explain that the account was not marked 
“Balanced” until July 1957 ? 

Mr. VINNELL. I don’t know, sir. 

All I know is that I asked Mr. Lee Howard whether I was cor- 
rect in my memory that he had somehow communicated with Mr. 
Murrow, either by letter or by telephone, and discussed the account 
with him, and that he did come to me and say, “We owe Mr. Lacey 
Murrow so much money, I am sure if you want to you don’t—we don’t 
have to send him any more money.” And I mentioned to him that 
“We will live up to the obligation; mail him so much money.” 

Mr. Harpy. And did you do that in 1956? 

Mr. Vinnetu. “He will mail you invoices.” I think I remember 
stating that “He will mail you invoices for so much, which will wind 
it up at just so much money.” 

Mr. Harpy. And that was based on a conversation with Mr. Mur- 
row? 

Mr. Vinneti. And with Mr. Lee Howard. 

Mr. Harpy. But you had to have a conference about Mr. Mur- 
Tow—— 
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Mr. VInNNELL. Yes, sir. 

Mr. Harpy. In order to have one with Mr. Howard? 

Mr. VINNELL. Yes, sir; that is correct. 

Mr. Harpy. I want to read from a letter which Mr. Murrow Wrote 
to the committee staff, and I will ask you to comment on whetho; 
or not it is accurate. 

No. 4, in the letter dated April 3, 1959, addressed to Mr. Woods of 
the subcommittee staff : 

Toward the latter part of 1956 it appeared to us that this firm, along with 
others, might be considered to perform additional engineering services jp the 
area, and it seemed proper that the Vinnell Co., would wish to bid competitively 
on the construction work. Consequently, as of December 31, 1956, I canceled 
the Vinnell retainer and we have not been retained by the Vinnell Co. since that 
date. 

Is that a correct statement, General Murrow ? 

Mr. Murrow. That is correct, to the best of my recollection, Mr. 
Chairman. 

Mr. Meraper. I am confused. I thought there was a letter that 
counsel had read—I don’t know whether it is in the record or not— 
from Mr. Murrow in response to Mr. Vinnell; this is 1956? 

Mr. Harpy. Yes. 

General Murrow, could you tell us what means you took to cancel 
this contract ? 

Mr. Murrow. We simply sent no more billings after that date, | 
don’t recall who I talked to by phone about it, but that was taken 
from our records, and I believe it is correct. 

Mr. Harpy. Is it your testimony that you had not been previously 
advised by Mr. Vinnell that the contract was canceled ? , 

Mr. Murrow. I do not recall such advice. It is possible I might 
have had a phone call from him on this subject. But I do not recall 
it, Mr. Chairman. 

Mr. Harpy. In any event, it didn’t make enough impression on you 
to stop sending bills # 

Mr. Murrow. No, sir. 

Mr. Harpy. Thank you, sir. 

Mr. Mraper. General Murrow, your testimony is that you are the 
one that discontinued the arrangement for the retainer ? 

Mr. Murrow. I think perhaps better language would be that it was 
mutually agreed. There was no disagreement about it. 

Mr. Mraper. You even put a date on it in this letter to the com- 
mittee investigator, didn’t you ? 

Mr. Harpy. That is right, he did. 

Mr. Mraper. December what ? 

Mr. Harpy. December 1956. 

And your final bill was mailed in January for services for the 
month of December. Isn’t that correct? 

Mr. Murrow. That is correct. 

Mr. Meaper. And it is your position that until that final bill was 
mailed to the Vinnell Co., you were under retainer to them? 

Mr. Murrow. Yes, sir, with this exception: That I had agreed, as 
I had agreed a year previously, that any adjustment that Mr. Vinnell 
wished to make in the amount that our billing showed to be due us, 
was entirely satisfactory to me. 
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Mr. Harpy. I understand that, and that position has been cleat 
But nevertheless the billing continued and insofar as you knew you 
were still employed in Dee ember of 1956? 

Mr. Murrow. Yes, sir. 

Mr. Harpy. Mr. Vinnell, I have here from your file a copy of a 
letter dated August 16, 1956, to Mr. Lacey V. Murrow, Transportation 
Consultants, Inc. : 

Deak Mr. Murrow: In accordance with Mr. Vinnell’s direction, we are en- 
closing $5, 000 to apply on your account. We hope to bring ourselves to a current 
position in the near future. 

Signed “William L. Hi lger.” . 

So as of August 16, “Mr. Hilger considered that the contract was 
still in effect, and was hoping that he would bring it to a current 
osition ¢ 

Mr. VINNELL. Yes, sir. 

Mr. Harpy. And you see no conflict in that with your testimony ? 

Mr. Vinnevt. No, sir. That would be in relation to the : agreement 
that I had reached with Mr. Murrow. I would have been unable 
that is the reason I called the office yesterday, to just locate from the 
office diary where I was at—I would have been unable to have dis- 
cussed this in November—December 1956, because I was in the Orient, 
or 1 was out of the States over 6 months in 1955, 8 months in 1956, and 
about 6 months in 1957, sir. 

I was either in Mexico or the Orient during those times. 

Mr. Meaver. Mr. Vinnell, referring to the letter the chairman just 
read to you, signed by one of your subordinates, dated August 16, 1956, 
in which you sent $5,000 to Mr. Murrow, I believe your previous testi- 
mony was that the ret Liner arrangement had been ‘discontinued about 
the middle of 1956? 

Mr. Vinnett. I believe so; yes, sir. 

Mr. Meaper. That could not have occurred prior to the August 16 
letter then, could it ? 

Mr. VINNELL. Yes, sir, because we owed him so much money in the 
agreement that I re: ed with him, the verbal agreement, we still 
owed him so much money. 

Mr. Meaper. So your testimony now is that you did discontinue the 
employment of Mr. Murrow prior to the letter of August 16, 1956? 

Mr. Vinnetx. To the best of my knowledge. I don’t know just 
when that was, but I remember a- 

Mr. Mraper. I want to call your attention, before you become too 
certain about your testimony, that the word “current” is used in that 
letter. That you are going to get current. That means we are going 
tocatch up on what we owe you / 

Mr. Vinnewx. That is correct. 

Mr. Mraver. And continue to pay you 

Mr. Vinnety. It means we will catch up on what we owe. 

Mr. Harpy. That doesn’t say don’t send me any more bills, and the 
bills were still coming. 

Mr. Mraper. I think the phraseology would lead almost anyone to 
indicate that you were going to catch up your arrearage. It gives no 


indication of ‘discontinuing the relationship; or that it has been dis- 
continued. 
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Mr. Vinnetu. I don’t know that there were invoices mailed ys for 
those earlier months. I don’t know that. The office might hayg 
just 

Mr. Meaper. Do you have a positive recollection that prior to 
this letter of August 16, 1956, you had had a discussion with Mp 
Murrow, as a result of which his services to you had been terminated? 

Mr. Vinnetw. I don’t know just the date, but I believe sometime 
during that time—and I could be off 2 or 3 months either one way or 
the other—that I had called Lacey Murrow after the discussion with 
Lee Howard, our Mr. Lee Howard, and reached an agreement of 
just what we owed Mr. Murrow, and just how much that would be 
to wind it up. 

Mr. Harpy. It is mighty strange that the bills kept coming and 
the bills show the dates that they were received, and they were go 
posted on your own records. It is not even plausible. 

Mr. Meaper. Mr. Vinnell, did I understand you to say that you 
couldn’t have talked to Mr. Murrow in December? , 

Mr. Vinneti. From the Alhambra office; that is correct. I was jn 
the Orient at the time. 

Mr. Meaper. Wasn’t Mr. Murrow in the Orient? Didn’t you se 
him in Laos in December 1956 ? 

Mr. Vinnetu. Yes, December 25. 

Mr. Harpy. Did he send you a bill after that ? 

Mr. VINNELL. He could have. 

Mr. Harpy. He did. His records and yours both show it. 

Mr. Reppan. Did you have any discussions with Mr. Murrow then 
as to the discontinuance or the continuance of his employment? 

Mr. VINNELL. In Vientiane? Not to my knowledge. 

Mr. Reppan. How about at the airport in Manila? 

Mr. Vinnett. I didn’t meet him at the airport in Manila. I wasnt 
there. 

Mr. Reppan. Did you see him any place else other than Vientiane! 

Mr. VINNELL. No. 

Mr. Meaper. You had no discussions in Laos with Mr. Murrow 
about either your relationship or your indebtedness to him? 

Mr. VInNELL. Not that I know of, sir, no. 

Mr. Mraper. December 25, you just saw him at a Christmas party, 
is that it? 








Mr. Vinnetu. I landed there I would say noon Christmas Day. I | 


met him for minutes that afternoon, and the next day I seen him for 
minutes in Mr. dePaul’s house—no, it was a meeting in Mr. dePaul’s 
office the next morning. Then we went to the Ambassador’s office 
that afternoon, late. I seen him once more before I left Laos. 

Mr. Meaper. And in none of these meetings with Mr. Murrow did 
you discuss either his status with you with respect. to employment, 
or—— 

Mr. Vinnetu. Not that I know of. 

Mr. Mraper. Or, indebtedness that you owed him? 

Mr. Vinnetu. Not that I know of; no, sir. Because I wouldnt 


have the records there. I wouldn’t know what it was we were dis | 


cussing. 

Mr. Meaper. In other words these meetings with Mr. Murrow in 
Laos were solely social meetings and did not entail the discussion of 
any business? 
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Mr. Vinneti. Not strictly so; no, sir. They were in the USOM 
office. We had a roundtable discussion on the conditions in Laos 
and so on. 

Mr. Meaper. He was not representing you in any of those dis- 
cussions ? fe . 

Mr, Vinnetu. No, sir. He was there as an engineer on his own 
behalf. 

Mr. Harpy. Mr. Crowl, would you just come up to the table and 
standa minute? I have a couple of questions to ask you. 

Mr. Crown. Yes, sir. 

Mr. Harpy. Did you have a conversation with Mr. Vinnell yester- 
day in connection with his employment of Mr. Murrow? 

Mr. Crown. I did have a telephone conversation; yes, sir. 

Mr. Harpy. Did he tell you Mr. Murrow was or was not employed 
by his firm as a consultant after January 1956 or after August 1955? 
“Mr. Crowt. He said that August 1955 was the cutoff date and that 
General Murrow was not in his employ as consultant after that date. 

Mr. Harpy. He told you that only yesterday ? 

Mr. Crowt. Yes, sir. 

Mr. Harpy. Thank you, Mr. Crowl. 

Mr. Vinnell, you heard Mr. Crowl’s statement. 

I think it is inconsistent with what you testified earlier. Do you 
want to say anything about it? 

Mr. VinNELL. Yes, sir. You asked me whether I construed he was 
working for me during 1956. 

Mr. Harpy. I asked you if you talked to anybody in ICA about it 
yesterday ? 

* Mr. VinNELL. Yes, sir. 

Mr. Harpy. I was thinking of Mr. Crow]. 

Mr. Vinnewv. That is the very same statement that I made to you 
earlier, that the agreement that I construed, that he was not working 
for us after 1956 because we had agreed that was the amount of 
money which he would earn up to that time. 

Mr. Reppan. You said 1956. 

Mr. Vinnewyi. 1955 I mean now. 

Mr. Harpy. You testified a moment ago that you didn’t cancel your 
arrangement until sometime in 1956. 

Mr. VinNEtL. Yes, sir. 

Mr. Harpy. When you were talking to Mr. Crowl you knew about 
the letter which you wrote to Mr. Murrow in January 1956? 

Mr. Vinneti. Oh, yes. 

Mr. Harpy. And told him to send you some more bills? 

Mr. Vinnett. Oh, yes. 

Mr. Harpy. But he still was not employed although you told him 
to send you some more bills? The record will speak for itself. I 
don’t believe we need any more. 

Mr. Vinneti. Once more, sir, I stated here—you can correct. me, 
and maybe should correct me—that I construed as we made the pay- 
ment after—as we made the date of the cutoff as of August 1, 1955, 
that he was not working for us he didn’t get any money. Now maybe 
we might say that in the earlier part of that year he wasn’t working 
and began working again during 1956, sir. 
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Mr. Harpy. But notwithstanding that, in January of 1956 you 
wrote him and you told him to send you some more bills, that he Was 
back on a retainer basis. Now you are testifying that he was not, - 

Mr. Vinnewu. No, sir. I don’t mean to anyway. What TI said jg 
once more, I construed that as the—I construed earlier and no 
doubt—I construed that we cut these payments off as of so much 
money, and they even ran into August 1955. 

That is my reason that I made that statement yesterday, and | 
made it here before the board this afternoon—the committee, rather 

Mr. Harpy. I will again read this paragraph from your letter 
dated January 26, 1956, to Mr. Murrow which refers to his letter 
to Treadaway. 

You said: 

You will remember at the time you were negotiating for an engineering 
contract in Thailand, or elsewhere in southeast Asia, you wrote us a letter 
and stated that inasmuch as Vinnell Co. would be interested in the construction 
work, it would not be wise to stay on an retainer basis. 

I presume that you were referring to the August 1955 letter? 

Mr. VINNELL. Yes, sir. 

Mr. Harpy. And your letter continues: 

Since, however, you were not successful in securing the contract, there would 
be no reason for not continuing on with our arrangement, which in efect, | 
thought we had. From the above-mentioned letter I assume that you did not ip. 
voice us after that date, and therefore it was not entered on our books here. 

Mr. VINNELL. I wrote that letter. 

Mr. Harpy. In the next paragraph you said: 

Sometime about May or June 1954, I discussed with you, and later wrote g 
letter, increasing our retainer from $1,000 to $1,500 a month with the statement 
that we would take the $500 a month credit at a later date. I wish that you 
would now consider reducing the retainer to $500 per month starting as of 
August, or to the time you did not get the southeast Asia contract. 

And you specifically in this letter, Mr. Vinnell, tell him that he 
is back on a retainer of $500 a month beginning either in August 
or as soon thereafter as he didn’t get the contract. 

Mr. VInNELL. I well realize that. 

Mr. Harpy. And you just testified he wasn’t employed. The record 
speaks for itself. 

Mr. Vinnetu. I[ realize that. I am still saying that I am constr- 
ing that he was not working for us after the-—— 

Mr. Harpy. The record speaks for itself. Both of them cannot be 
true. That is as clear as it can be. I don’t think we need to pursue 
that any further. 

Mr. Reddan, do you have something else ? 

Mr. Reppan. Yes. 

Mr. McNamara, when you previously testified before this subcom- 
mittee, I asked you about a letter which had been sent to you by Vir- 
nell personnel from southeast Asia which referred to Lacey Murrow, 
and my recollection of the quotation referring to General Murrow is: 

It is not clear to me as to what his position is, and what he is supposed to do 
for us. 


Have you been able to recall that letter since that time? Do you 
recall receiving that letter, sir? ' 

Mr. McNamara. I thought that you asked me about a meeting a 
the Erwan Hotel. 
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Mr. Reppan. It refers to a meeting at the Erwan Hotel. I was do- 
ing that to try to identify the letter for you. 

"Vir. McNamara. I have never seen any letter like that. 

Mr. Reppan. Have you made a search for the letter? 

Mr. McNamara. Yes, I have. 

Mr. Reppan. Have you asked the field for the letter? 

Mr. McNamara. No; because you didn’t ask for a letter. You 
said—— - 

Mr. Harpy. We did ask for a letter, Mr. McNamara. We started 
out asking for a letter. You just as ‘well know that the letter was 

handed to you with the documents for identification purposes before 
the meeting started. When it came back, it was missing. 

Mr. McNamara. Missing? 

Mr. Harpy. Yes, sir. 

Mr. McNamara. We never took anything out of here. 

Mr. Harpy. I didn’t say you took it. I don’t know what ha ippened 
to it. But I am telling you it was handed to you by our staff along 
with a batch of documents to be identified during the course of that 
hearing. And when we got to identifying, it was missing. And then 
you couldn’t even testify anything about it. And that is the thing 
that was 

Mr. McNamara. You found the letter after the hearing, as I under- 
stand it. You found out the letter was missing. 

Mr. Harpy. We knew it at the hearing, and we inquired from you 
to try to find out what was in the letter. 

Mr. McNamara. I thought that you asked me about a meeting. 
Did you refer to a letter ? 

Mr. Harpy. Read the transcript. 

Mr. McNamara. A meeting at the Erwan Flotel. 

Mr. Reppan. In any event you have not found a copy of the letter 
since that time / 

Mr. McNamara. I don’t know what letter you are referring to. 
Have you got a copy there that I can see—no, you say it is lost. 

Mr. Harpy. Let’s try to find it in the transeript. The letter was in 
the documents that were handed to you. What happened to it I don’t 
know. I certainly am not going to accuse you of taking it from the 
file. Wehad seen it, and we had read it. 

Mr. McNamara. You are talking about a tally, something about a 
tally matter, was it ? 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

[ will read the transcript so Mr. McNamara. will know what we are 
talking about. 

Mr. Reddan said: 

Mr. Ford, did you ever meet Mr. Lacey Murrow in the Erwan Hotel in 
Bangkok ? 

Mr. Forp. No, sir; I did not. 

Mr. Reppan. Mr. McNamara, did you ever receive a letter or report from any 
of the Vinneil employees relating to a meeting in the Erwan Hotel in Bangkok 
with Mr. Lacey Murrow? 

Mr. McNamara. No; I don’t recall a report. I think General Murrow was 
in Laos when Mr. O’Connor was there. I know he was there in December, when 
Mr. Vinnell was there, because Mr. Vinnell met him. 

Mr. Reppan. This is in Bangkok, not in Laos. 
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Mr. McNamara. It seems to me—no, I can’t be sure. I know O'Connor met 
him, whether he met him in Bangkok or Laos, I can’t say. 

Mr. ReDDAN. Do you recall the substance of that letter, Mr. McNamara? 

Mr. McNAMARA. I didn’t get any letter; it was a conversation. : 

Mr. ReppAN. I have reference to a written letter in the files of the company, | 
believe it was addressed to you, and reported a meeting of Vinnell employees ip 
the Erwan Hotel with General Murrow? 

Mr. McNamara. I don’t recall that letter. If you showed it to me, | would 
probably remember it. 

Mr. Reppan. I have been searching for it. It was in the file last night, | 
haven’t located it this morning. 


The letter disappeared somewhere. I don’t know where it dig. 
——— 

Mr. Mraper. What was in the letter? 

Mr. Harpy. We will get to that. 

Mr. Meraper. You have my curiosity aroused. 

Mr. Reppan. I show you a photostatic copy of a letter dated Jany. 
ary 15, addressed “Dear Mac” and “ee “Perry,” and ask yon jf 
you ever saw the original of that letter? 

Mr. McNamara. Yes; I did. 

Mr. Harpy. The original of that letter is the original that is logt, 

Mr. McNamara. I don’t know where the original is. He went out 
there in 1957 and I haven’t seen the original. I have seen this letter 

Mr. Reppan. At the bottom of that page it states: 

On Thursday, January 10, 1957, I met Mr. Lacey Murrow at the Erwan Hota 
in Bangkok. 

That is what I was trying to refresh your recollection on. 

Mr. Mraper. What month ? 

Mr. Reppan. January 10, 1957. 

I told him I was departing for Laos early next morning and that I woul 


like very much to talk with him and find out among other things about Uni- 
versal, Peabody, et al. 


And then on the last page it says: 


Gen. Lacey Murrow: It is not quite clear to me as to what his position is and 
what he is supposed to do for us. So far he has done nothing and he could 
have given very valuable advice and assistance. 


Did you, Mr. Vinnell, or you, Mr. McNamara, give Mr. O’Connor or 
any of your other employees any instructions about contacting Mr. 
Murrow ? 


Mr. McNamara. When you asked Mr. Vinnell about meeting Gen- | 
eral Murrow before he went out there, I spoke up, “Mr. Vinnell didnt | 


meet him; I did.” I think Mr. Vinnell was out of the country. Lacey 
called me on his way to Laos and he was staying at the Sheraton- 
Park Hotel in Los Angeles. 

You remember that [addressing General Murrow | ? 

I went out there on Saturday morning to see him. I said, “Lacey, 
you have some men out there, we are sending some men out. There 
is nobody out there at the present time. These boys need to know 
about the exchange, they need to know about living quaters. Would 


you kind of have your boys take our boys and tell them what is going | 


on, tell them about the conditions out there.” 
Mr. Meaper. When? 
Mr. McNamara. November 1956, as I recall. 
Was it November or December, Lacey ? 
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eS Mr. Murrow. The latter part of November or the first of December. 
Mr. McNamar.- It was during the football season I know. You 
went to a football game on Saturday afternoon. That is how I tie 
rl it in. mr . e : 3 
| Mr. Harpy. The principal point of the letter apparently is that 
whoever was writing this letter didn’t know what General Murrow 
ld | was supposed to be doing for the Vinnell Co. 
| Mr. Meaver. Who did write the letter? 3 
Mr. McNamara. Perry O’Connor. We sent him out as temporary 
ager. 
| Pe iascer. He wrote it to you? 7 
Mr. McNamara. He wrote it to me. 
Mr. Meaver. What is the date of the letter ? 
| Mr. McNamara. January 15, 1957. 
Mr. Reppan. Did you answer the letter? 
it | Mr. McNamara. He came on the way home. He was coming home 
at the time. He was only out there for 2 or 8 weeks. When Mr. Vin- 
nell went out there he decided we had better send a manager out 


st there, or somebody to look after these boys and get the administrative 
ut details lined up, who we were going to work for, what we were going 
er todo. So he sent a wire to him to send either Perry or somebody of 


| similar caliber out there to stay out until these boys got all the admin- 

istrative details settled that they required. So we sent him out. 
Mr. Meaper. Mr. McNamara, when you talked with Lacey Murrow 
in Los Angeles in November 1956 before he went to Laos, you had in 

| mindthat he was employed by the Vinnell Co., did you ? 
Mr. McNamara. No. I was of the firm opinion that the arrange- 
ment had been discontinued. You must understand that Lacey has 
uld been a personal friend of Mr. Vinnell and myself and that if you 
Se will look through the files, he has requested us to do him favors. We 
have a fileon Manila, we have a file on Japan. 

Mr. Meaper. There must be good friendship there or you wouldn’t 


nd do business on this informal basis ? 
uld Mr. McNamara. That’s right. 

Mr. Mraper. Except with a good friend, I suppose. But here you 
or | were asking him to do something, to help you out out there ? 
fr, | Mr. McNamara. That’s right. 

Mr. Meaper. That looks to me like services. I don’t know what is 
m- | encompassed within engineering and consulting and design services, 
nt | butso far I have been here during this testimony—it doesn’t look like 
ey | Mr. Murrow did anything for the $22,000, $10,000, or $11,000. I don’t 
m- | know what he was supposed to do. You are asking him to do some- 


thing specifically. Your attitude was that you had a right to ask him 
| because you had been paying him to do something on behalf of the 


ey, | Vinnell Co. when he got to Laos. 

ere | Mr. McNamara. Lacey’s attitude has always been, “Wherever I 
ow | can help you out, wherever I am going, let me know.” 

ild Mr. Meaper. The pay didn’t make any difference? 


ng Mr. McNamara. That is right. 
Mr. Meaper. You don’t think it makes any difference? 
Mr. McNamara. It didn’t in this particular case. 
Mr. Meaper. A thousand dollars a month, $1,500 a month over a 
period of time, indefinitely, it seems to me involves a sum of money 
for which you should expect some kind of return. 


| 
| 
| 
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And now you tell me the only specific thing which had been tes. 
tified to while I have been here which would be of any benefit to th 
Vinnell Co., you didn’t expect him to do that for pay, but just out of 
friendship ? 

Mr. McNamara. All I can answer is that we have done the same 
thing for other contractors when we have been in an area and they 
have sent people in. We have helped them out. It is a normal thing 
in the construction business. 

Mr. Mraper. Mr. McNamara, do you know what Mr. Murrow diq 
for the money the Vinnell Co, paid him, or was supposed to do? 

Mr. McNamara. We called on him from time to time, didn’t we 
Allan ? 

Mr. Vinnetu. As I said, Lacey Murrow, while having an office back 
here, was to do anything for us that we would do had we our ow) 
office back here. Added to that he was to do engineering work ag 
necessary for us. ; 

I don’t know as I mentioned this, but a the time—ahead of the time 
we took, or we hired—let’s say hired—retained Lacey Murrow, we 
had been looking for some work throughout the Middle East. The 
countries throughout the Middle East like to let the contracts, on 
contract for architect, engineering, construction work; one master city 
contract. Vinnell Co. does not do engineering. We have engineers 
in our outfit as liaison between our construction men and the engineer. 
ing group. But we do not do engineering as architect-engineers, 

Most architect-engineers do not do construction work. Some very 
few contractors do engineering, and some engineers do construction 
work, but that is very rare throughout the states. Not so in the Mid. 
dle East. 

In other words, to make proposals to these countries, or industries 
in the Middle East, we had to offer them a package deal of architect, 
engineering, and construction work; with a 

Mr. Meaper. You are speaking advisedly of the Middle East, ar 
you, or are you including this area of Laos and Cambodia? 

Mr. VINNELL. No, sir; the Middle East. 

Mr. Meaper. Just the Middle East. 

Mr. Vinneti. The Middle East area. We hired a man to go in 
the Middle East and Laos for work during 1952-53, he was stationed 
in Beirut. He had advised us that we would not get any work with- 
out we took the whole contract. The only way then we could do 
that and still not do engineering work was to have an arrangement 
with a group of engineers. Lacey Murrow is experienced in railroads 
and just highways. He had one other man with him that was high- 
ways. He had in his group a mechanical engineer, and he had van- 
ous engineers in his group. So through him we could offer engineer- 
ing services, through his group. 

That is the second reason why we made the retainer with Lacey 
Murrow. One, to do such work in Washington as our own office 
would do; next——— 

Mr. Meaper. Would that include the solicitation of Government 
business ? 

Mr. Vinnetx. Not solicitation but learning what the work was, 
what was coming up, when it might be let-—— 

Mr. Meaper. To help in the preparation of bids? 
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Mr. VixneLt. No; not to get the preparation of bids. 

Mr. Meapver. Your office would have done that if you had had an 
office in Washington! , ; Wigs 

Mr. Vinnevt. Yes, sir. Not the estimating; no, sir. That is all 
done in the Alhambra office, sir. They do in the—the only estimates 
they make back here is on our maintenance contracts. _ They are the 
only estimates they make back here. Everything else is made in the 
Alhambra office. 
~ Mr. Meaver. I don’t know whether your explanation of your rela- 
tionship with Lacey Murrow has cleared the record or not. I don’t 
think it is clear to me, very much. I gather from this long disserta- 
tion on your relationship that you are employing an engineering 
frm, namely Lacey Murrow or Transportation Consultants, Inc., to 
fll out your own capabilities so as to bid——so as to be able to bid 
jointly perhaps, as a joint venture, on construction work and engi- 
neering in the Middle East. 

Mr. Vinnevu. If that was necessary. If work came up on that; 
yes. That was one of the reasons, sir. 

” Mr. Meaver. But you specifically limited that to the Middle East ? 

Mr. Vinnett. No. 

Mr. Meaver. You were not employing Lacey Murrow with respect 
to any particular area when you employed him originally, were you? 

Mr. Vinnetu. The only area that I know where they let contracts 
like that is in the Middle East. In southeast Asia they hire architect- 
engineers as they do in the States, and then they let a contract to the 
contractors. 

Mr. Meaver. So you wouldn’t have expected to go into any joint 
venture with Mr. Murrow with respect to southeast Asia ? 

Mr. VinnELL. No, sir; because they don’t let contracts that way. 

Mr. Meaper. But at the same time if he did have an architect-en- 
gineering contract in southeast Asia your relationship with him might 
be of some advantage in your bidding on the construction work, might 
it not? 

Mr. VinneEtx. Will you repeat that, sir. 

Mr. Meaper. I say, even though they did not let a combined en- 
gineering and construction contract in southeast Asia as they did in 
the Middle East, if Mr. Murrow, his firm, were successful in getting an 
architect-engineering contract in southeast Asia, your relationship 
vith Mr. Murrow would be of advantage to the Vinnell Co. if they 
sought to bid as a contractor on the construction work resulting from 
that architect-engineering work ? 

Mr. Vinnetx. No, sir; they do not do the contracting work. Lacey 
Murrow’s company doesn’t do the contracting work. 

Mr. Meaper. That doesn’t quite answer my question, Mr. Vin- 
nell. I don’t think it is such an obtuse question. 

If Mr. Murrow were successful in getting an engineering contract 
from the Government of Laos, would not. your relationship with him 
over the years—with friendship if nothing more, to say nothing of 
the retainer—be of some help to you, the Vinnell Co., if you should 
seek to bid on construction work resulting from the engineering 
contract ? 

Mr. Vinnetu. No, sir. No, sir; no, sir, All information of an 
architect-engineer of any nature is given out to all contractors inter- 
ested in the work. I would have no advantage over anybody 
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Mr. Meaper. You wouldn’t have an inside track ? 

Mr. VINNELL. No, sir. 

Mr. Meaper. That may be. However, we have observed that kind 
of thing in other areas. 

That is all. 

Mr. Harpy. Mr. McNamara, in the light of this communication that 
we have referred to, of January 15, 1957, from Mr. O’Connor to you 
it seems to be pretty clear that as of that date Mr. O’Connor thought 
Mr. Murrow was still employed as a consultant, didn’t he? 

Mr. McNamara. Well, you might be able to read that into it, ] 
don’t read it in because I had told Perry before he went out there 
that Lacey was out there, and Lacey had men out there. 

Mr. Harpy. And he must have forgotten it, because it is clearly 
indicated in the letter that he thought that Mr. Murrow was stil] , 
consultant, still employed when he said he hadn’t figured out what 
he was supposed to do. 

Off the record. 

(Discussion off the record.) 

Mr. Harpy. This is a good stopping place. The subcommittes 
will stand adjourned to reconvene at 10 o’clock tomorrow. 

(Whereupon, at 4:50 p.m., the subcommittee was adjourned, to re. 
convene at 10 o’cleck, April 16, 1959.) 
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UNITED STATES AID OPERATIONS IN LAOS 


THURSDAY, APRIL 16, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForREIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., at the 
George Washington Inn, Hon. Porter Hardy, Jr. (chairman of the 
subcommittee) presiding. : 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, John S. 
Monagan, George Meader, and Robert P. Griffin. 

Also present : John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel; Miles Q. Romney, counsel; Walton Woods, staff investi- 
gator; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mrs. Kee, Mr. Griffin, and 
myself, constituting a quorum under the committee rules. 

Mr. Reddan, you say you want Mr. Ford first this morning? 

Mr. Reppan. Yes, sir. 

Mr. Harpy. Mr. Ford, will you come up please, sir. 

Mr. Ford, you were previously sworn, I believe? 

Mr. Foro. I was. 


FURTHER TESTIMONY OF WARREN A. FORD, PROJECT ENGINEER, 
VINNELL CO., INC., LAOS 


Mr. Reppan. Would you please give the reporter your full name 
and address? 

Mr. Forp. Warren A. Ford, home address is 1745 Glenvelia Street, 
South Pasadena, Calif. 

Mr. Reppan. When you were here the last time, Mr. Ford, did you 
give the committee a biographical sketch of yourself? 

Mr. Forp. A brief one, yes. 

Mr. Reppan. This morning, Mr. Ford, I would like to go over 
with you certain parts of documents, both letters and reports, which 
you wrote back to the home office of Vinnell Corp. while you were 
over there in Laos. I am going to take the letters as nearly in 
chronological order as I can. 

[have before me here a letter dated November 2, 1957, to the Vin- 
nell Corp., Alhambra office, from you, called a weekly report. Inci- 
dentally these letters have all been identified on March 24, 1959, by 
Mr. F. S. McNamara, vice president of Vinnell Co., Inc., as official 
company records. 
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On page 2 of that letter it states: “On October 30, talked With 
Schmiedl again in private.” Who was Schmiedl? . 

Mr. Forp. He was assistant to the industry transportation officer 
in Laos. 

Mr. Reppan (reading) : 

He stated that a clique, formed by Larson, Kirby, and McNamara, had an 
agreement with Peabody to obstruct and defame the Vinnell Corp. in order 
to eliminate the corporation as competitors in future bids. He also said that 
Dr. Ekert, woman physician for the Universal Co., was talking strongly against 
us at every opportunity. 

Would you tell the committee when and where that conversation 
took place, who else was present, and anything else that you cap 
add to that statement? . 

Mr. Forp. I believe that statement was made in Schmiedl’s office 
when he and I were alone. I don’t remember the exact circumstances 
but there were a number of conversations along the same line. 

Mr. Reppan. Do you have any firsthand knowledge as to any action 
on the part of Larson, Kirby, McNamara—that is, Edward Me. 
Namara, the Public Works Officer of the Mission—and/or Dr. Ekert 
making efforts along the line you are suggesting ? 

Mr. Forp. Yes, sir. I made every etlort to keep clear of that whole 
situation and worked objectively with my work there. My position 
was that of representing the Vinnell Co., and I only saw Dr. Eker 
once and I did not meet her at that time. I happened to be sitting 
in a restaurant and she occupied the next table. 

Mr. Reppan. How about Larson, Kirby, and McNamara, do you 
know anything that they were doing to obstruct the Vinnell Corp,s 
operations and at the same time favor Universal ? 

Mr. Forp. Well, that was pretty well evidenced by the situation 
in which I found myself when I arrived in Laos. The equipment 
which the Vinnell Co. was to have performed the contract with, which 
was assigned to that contract, had been taken out of control of Vin- 
nell before he ever reached—before his forces ever reached there. 

Mr. Reppan. I was going to go into that a little later, Mr. Ford. 
I was thinking now in terms of anything specific that you might be 
able to tell the committee about the activities of Larson, Kirby, or 
McNamara? 

Mr. Forp. Larson I never knew, to tell you the truth. This is only 
repeating what I had been told by Mr. Schmiedl. 

Mr. Reppan. Who was Larson ? 

Mr. Forp. Larson was connected with the Bangkok office and I 
don’t recall right now 

Mr. Reppan. Bangkok office of USOM? 

Mr. Foro. Of USOM. I never met the man. 

Mr. Reppan. Wasthat Herluf Larson ? 

Mr. Forp. I don’t remember his first name. It is just as I wroteit, 
it is all the information that I had. 

Mr. Harpy. How did you understand that Dr. Ekert was partic- 
pating in this kind of a chiaue? 

Mr. Forp. Dr. Ekert, I believe, was brought there by Mr. Peabody 
as his doctor, for his forces. She was- 

Mr. Harpy. Was she employed by Mr. Peabody at that time! 

Mr. Forp. I believe so, although—yes, she was. 
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Mr. Harpy. Did you know that she had previously been employed 
Mission ¢ 
i fy I had heard that. 

Mr. Harpy. Do you understand that she had any particular in- 
fuence over anybody in the Mission? Is that the purpose of that? 

Mr. Forv. In USOM/Laos? 

Mr. Harpy. Yes. 

Mr. Forp. She was not employed by USOM/Laos, but she had 
been employed, I believe, in Saigon by the Mission. 

Mr. Harpy. Had she been employed by the Embassy in Laos? 

Mr. Forv. No, sir; not to my knowledge. 

Mr. Harpy. I am trying to understand the basis on which you 
ascribe to her any influence detrimental to Vinnell. 

Mr. Forp. I could only take the evidence that was given to me by 
employees of USOM, who I considered were men of integrity, and 
that was my report to my company at that time. 

Mr. Harpy. I understand. If that is the basis for it, what other 
employees of USOM gave you that understanding? 

Mr. Forp. I would say Mr. Reed. 

Mr. Harpy. And who was Mr. Reed? 

Mr. Forp. Mr. Reed was Sam Reed. He was acting as—he was 
acting, although later his authority was denied—as contracting officer. 

Mr. Reppan. Is he in procurement? 

Mr. Forp. Procurement officer. 

Mr. Harpy. Can you think of any other employees of USOM/Laos 
that confirmed that particular allegation ? 

Mr. Forp. Well, there was more or less common talk. This man 
simply came out and said it. 

Mr. Harpy. Mr. Schmied! came out and said it? 

Mr. Forp. Yes. 

Mr. Harpy. What was Mr. Schmeidl’s job? 

Mr. Forp. Assistant to Mr. McNamara. Ed McNamara. 

Mr. Harpy. Do you recall specifically what Mr. Reed said ? 

Mr. Forp. Mr. Reed made reference to several reports which he had 
made and which had been denied, refused acceptance by Mr. Mc- 
Namara, on the condition of the handling of the equipment by the 
Universal Construction Co. 

Mr. Monacan. Excuse me. I didn’t hear that. 

Mr. Harpy. Let me see if I can understand it and paraphrase it. 

Mr. Reed indicated that 

Mr. Forp. Mr. Reed informed me that he had objected seriously 
to the manner in which the equipment was being handled by Un1- 
versal Construction Co. This came up in connection with an investi- 
gation I had made through our men—TI say an investigation, a 
technical inspection of the equipment—which Vinnell Co. had made 
of the equipment, and in discussing this with Mr. Reed he told me 
of Mr. Haynes Miller’s part in the same investigation. 

He stated that he had made a report criticizing the handling of 
the equipment by the Universal Construction Co., and—I am trying 
to thmk of the connection there—and Mr. McNamara had taken ex- 
ception to the report and refused to forward it on to proper channels. 

Mr. Harpy. That was the substance of Mr. Reed’s discussion with 
you?’ Did he go into any further discussion of anything in the 
nature of a conspiracy between these other individuals? 
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Mr. Forp. He mentioned it, yes, in various ways. I was trying t 
keep the thing in line with the equipment, because that was aye : 
But he did make more or less the same statements that Schmied] made 
from time to time. . 

Mr. Reppan. Larson, Kirby, and McNamara were all part of 
USOM, were they not? I mean Larson was over from Bangkok 
Kirby was in Bangkok, and McNamara was in Laos. ; 

Mr. Forp. Mr. McNamara was only there a short time. I only a 
rived there October 29, 1957. Shortly after that he left. I don't yp. 
member the date that he left but it was very shortly after that. 

Mr. Reppan. I can see how they might be able to affect the for. 
tunes of the Vinnell Corp., but I am not quite clear on how Dr, Ekey 
might be able to do the same thing. She was a physician for th 
Universal Co. How did you understand that she was conspiring oy 
obstructing the work of Universal ? 

Mr. Forp. Anything I would say on that would be heargy 
evidence. , 

Mr. Harpy. We are talking about an alleged clique of which yoy 
stated Dr. Ekert was reputed to be a part. 

Mr. Forp. That is correct, Mr. Chairman. 


Mr. Harpy. You must have had some understanding as to the | 


manner in which she could influence decisions of the Mission which 
would be counter to Vinnell’s interests. 

Mr. Forp. If it is proper to give hearsay evidence, of course—— 

Mr. Harpy. We are not bound by the normal rules of evidence that 
we have in court, and we would like to know what you heard and 
where you heard it. 

Mr. Forp. It is commonly spoken of, not by any particular indi- 
vidual, I would say all of the Mission right there, that Dr. Ekert was 
closely associated with Mr. Robbins at the time. 

Mr. Harpy. With Mr. Robbins? 

Mr. Forp. Yes. 

Mr. Harpy. And Mr. Robbins was Director at that time? 

Mr. Forp. Was Director at that time. 

Mr. Harpy. So the influence was allegedly exerted by Dr. Eker 
because of her relationship with Mr. Robbins? 

Mr. Forp. And being employed by Mr. Peabody—by Universil 
Construction Co.—at the same time. 

Mr. Harpy. You have no personal knowledge of that? 

Mr. Forp. No, sir. Just the general understanding of those who | 
did have knowledge of the situation. 

Mr. Harpy. She and Mr. Robbins were allegedly friendly! 

Mr. Forp. Yes, sir. 

Mr. Reppan. Do you have any knowledge of how she got her j0) | 
with Peabody ? 

Mr. Forp. It would be very farfetched. I don’t know whether she | 
was employed as a doctor—I know she had been employed by Univer 
sal Construction Co. as a doctor some time previous to my arrival tt 
that post. 

Mr. Reppan. I have here a memorandum which is signed by Mr 
Jones. I will show it to you and ask if you ever saw that document, 
or did Mr. Jones ever discuss it with you ? 
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Mr. Forp. Is there a date on this thing? There is no date on it. 

Mr. Reppan. That is all that I have. There is a date on the bottom. 

Mr. Forv. November 15, 1957. Yes, I remember, I discussed this on 
about three occasions with Mr. Jones, because Mr. Kelly himself 
brought it to my attention. " i 

Mr. Reppan. Did Mr. Jones discuss with you the writing of that 

ndum ‘ 
"0 Fea. Yes. In fact he showed me, I think, a copy of it. 

Mr. Reppan. Were you present when Mr. Kelly interviewed Mr. 
Jones! : “ , 

Mr. Forp. I don’t believe I was present when Mr. Kelly interviewed 
Mr. Jones. I think he interviewed him separately. But I was pres- 
ent when Mr. Jones interviewed two of my men, Frank Bice and 
MackLee,onthesamematter, . 

Mr. Reppan. Mr. Chairman, this is a memorandum which has been 
identified as part of the records of the Vinnell Corp. 

It is entitled “Memorandum for the Record.” There is attached to 
ita card of William M. Kelly, International Cooperation Administra- 
tion, United States of America, regional inspector, USOM, Bangkok. 
The memorandum is signed by Albert B. Jones. 

Who is Mr. Jones? 

Mr. Forv. My engineer for the project. 

Mr. Reppan. He was engineer for the Vinnell Corp. ? 

Mr. Forp. For the Vinnell Corp. 

Mr. Reppan. The memorandum reads as follows: 


On November 14, 1957, while at the K-7 yard Mr. Soongthorn of USOM P.W. & 
. office came there to inform me that Mr. William Kelly, regional inspector, 
International Cooperation Administration, USOM Bangkok, wished to see me at 
the office of USOM Vientiane at 0800 hours, November 15, 1957. 

I met Mr. Kelly at the appointed time and place. He asked me if I knew 
Haynes Miller to which I answered that I was acquainted with Mr. Miller. 
Mr. Kelly then took from his folder a typewritten sheet which he gave me to 
read. The written matter was as follows to the best of my recollection: 

“Mr. Miller states that some of the Vinnell group and his supervisor, Mr. Jones, 
informed him that Vinnell retained General (Lacey) Murrow while chief of 
highway transportation to protect his interests, but that Universal Co. undercut 
Vinnell with General Murrow.” 

He asked me if the statement was correct. I told him that I had not at any 
time discussed General Murrow with Miller. He said that if it were true “it is 
a serious matter, for, as you know, General Murrow’s brother is the radio com- 
mentator.” He then asked me to give a written statement of denial, which I 
wrote as follows, immediately below his typewritten statement. 


And then this is written: 


— 


““VIENTIANE, LAos, November 15, 1957. 

I deny that I ever discussed General Murrow with Mr. Miller. 

ALBERT B. JONES.” 

Mr. Kelly said, “that is all, thank you, but if you had said “Yes,” I would have 
kept you here for 2 hours.” 

Signed “Albert Jones, November 15, 1957.” 

Mr. Forp. May I add, I questioned Jones several times on that 
matter and Mr. Jones swore he never mentioned, he never discussed 
this matter with Miller, nor had he any personal knowledge of this. 

Mr. Harpy. You observe that in the statement to Mr. Kelly he did 
not say that he had no personal knowledge of it ? 

Mr. Forp. That is my own statement. Mr. Jones had no means of 
having any knowledge of any such relationship. 
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Mr. Harpy. The wording of Mr. Jones’ statement is somewhat in- 
triguing to me, because it sounds like maybe he had the benefit of 
counsel to draw it up for him. 

Mr. Forpv. He didn’t. Lassure you of that. 

Mr. Harpy. The revealing part of that particular situation jg the 
lack of thoroughness with which the matter was pursued by Mr, Kelly 
No wonder we have this kind of a situation all over the world. T hope 
it is not quite as bad as this. 

Mr. Reppan. I have here a letter dated November 25, 1957, from 
you to Mr. F. S. McNamara, again a weekly letter and one identified 
as a company record. 

In the second paragraph of the first page it states: 

The new executive officer, Harkins— 

That was Daniel Harkins? 

Mr. Forp. Yes, sir. 

Mr. Reppan. Executive officer of USOM [continuing |— 
and I had another long and confidential talk yesterday. He states that he has 
demanded of Robbins— 

The Director of the Mission ? 

Mr. Forp. Yes. 

Mr. Reppan (continuing)— 


that he be permitted 





he, Harkins— 

to act in the full authority of his office. He stated that he had ordered Putnam 
to move out of Universal living quarters and cease associating with them ip 
other than on regular terms. 

Who was Putnam ? 

Mr. Forp. Putnam was acting as industry and travel officer for 
USOM at this time. 

Mr. Reppan. Do you know of your own knowledge that Putnam 
was living at the Pam Pam House? 

Mr. Foro. I do. 

Mr. Reppan. Have you seen him there on occasions ? 

Mr. Foro. Yes. At one time I went out there at Mr. Robbins’ re 
quest to bring him from Pam Pam. I rarely went into the Pam Pam 
yard myself. Some of my men went there. 

Mr. Reppan. Were you ever present when anyone from the Mission 
was discussing Mr. Putnam, the fact that he was living at the Pam 
Pam House? 

Mr. Forp. No; I don’t think I was, at the time they discussed it. 

Mr. Harpy. I am going to have to interrupt at this point. I want 
the record to show that Mr. Monagan assumes the chair at this point. 

Let the record show further the presence of Mrs. Kee and Mr. 
Griffin. 

Mr. Reppan. In the third paragraph on the first page, you state: 

Harkins stated that he had reason to believe that Putnam, with Robbins 
knowledge, was having the specifications so drawn as to fit Universal’s position, 


Do you know what contract you were referring to there? 

Mr. Forp. Yes. That was the specifications on the proposed new 
airport, just outside of Vientiane, about kilometer 22, on the Pakse 
Road. 
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Mr. Reppan (continuing) : 


This seems logical, particularly in regard to the airport. I demanded of 
Putnam that I be permitted to see the plans and specifications for it. He 
stated that he had to work out the details or the specifications first. Reed 


says— 
That is the procurement man 

Mr. Forp. Yes. 

Mr. Reppan. For USOM [continuing]: 

Reed says they are vague and do not demand a performance bond or any 
time clause. Reed is the contracting officer. 

Mr. Forv. That is correct. 

Mr. Reppan. Can you be more specific as to what Mr. Harkins told 
you with respect to the fact that Putnam, with Robbins’ knowledge, 
was drawing specifications for the airport contract so as to fit Uni- 
versal’s position f 

Mr. Forv. These matters were—I don’t remember whether they 
were discussed in Mr. Harkins’ home or not, but I found Mr. Harkins 
to be a thorough gentleman and thoroughly honest and straightfor- 
ward. These matters irked him immensely, as naturally they did 
myself. But that is just about the gist of the whole thing. We may 
have taken about an hour discussing the thing, but that is the 

Mr. Reppan. Did he tell you why, or what reasons led him to be- 
lieve this? 

Mr. Forp. I believe as Executive Officer he ott it was his duty to 
oversee this matter, and he had been ignored in this matter entirely, of 
drawing up the specifications. 

Mr. Rr ppaAn. Mr. Harkins is here this morning, so when you com- 
plete your testimony he can explain more fully, I assume. 

Mr. Ford, I have another letter dated December 6, 1957. The sub- 
ject is “Status of Vinnell-ICA Contract.” This is a report from you 
tothe Vinnell Co., Alhambra. In the third paragraph, the first page, 
you refer to a Mr. Putnam. Mr. Putnam was the acting Public 
Works and Industry Chief? 

Mr. Forp. That is correct. 

Mr. Reppan. I will start with the second paragraph, where you re- 
fer to a conversation that you had with Mr. Messegee. Who was Mr. 
Messegee ? 

Mr. Foro. Deputy Director of USOM at that time. 

Mr. Reppan. You state: 











Messegee stated that he had received a cable from Washington at noon of 
which he could not read me all as it was classified information but read me the 
following: “‘Vinnell states unable fulfill contract due USOM failure cooperate.” 
He said there was further concerning Vinnell Co. in communication. He then 
asked me on what grounds Vinnell Co. made such a statement. 

I replied that Putnam had stated they could see no object in our being here 
because Universal was already doing our work. Putnam at first denied saying 
that but upon my asking him what he did say to me, said the same thing in 
different words and went on to make the same statement again. 


Would you tell the committee, please, what conversations you hi ud 
with Putnam and what P utnam said to the effect that there was no 
point in Vinnell Co. being in Laos because Universal was already 
domg the work that Vinnell was contracted to do? 

Mr. Forp. As Public Works Officer, Mr. Putnam had the adminis- 
tration of our contract for USOM. There were many things which I 

41067—59—41 
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' 


his Mr. Re 


discussed with Mr. Putnam. I knew that in order to repair 4 





equipment and keep it in operation, it was necessary to get a y ype? 
started which would have the facilities for the repair and ee ar = 
of the equipment which had been sent to Laos for roadbuilding a renin 
struction. : | Mr. aod 
At the time that I wrote that letter I did not know that the property ta Re 
which had been sent to Laos had been transferred from USOM, being Fo 
the U.S. Government, to the Lao Government. I was insisting with or 0 
Mr. Putnam that we be permitted to perform the contract for whi Mrs. = 
we were in Laos. This question came out of that. “a | ing, ~ 
Mr. Reppan. Your testimony is that at that time Putnam told you Mr. d 
that there was no point in Vinnell Co. being out there— — 7 erg 
Mr. Forp. That is correct. ter 1S fos 
Mr. Reppan. Because Universal was already doing the job? Mr. For 
Mr. Foro. That is right. z Mr. Re 
Mr. Reppan. Universal is the one owned by Willis Bird and Geral ba 
Peabody 2 ? equipment 
Mr. Forp. Peabody, as far as I knew. What i 
Mr. Reppan. Do you know of any relationship between Putnam Mr. Fo 
and Bird? U.S. Gov 
Mr. Forp. It is only that Putnam had been in the Orient for aboy, ) the eq@p 
10 years as a mining engineer. And I believe that Putnam told me | trol of 1 
that he had—that he knew Bird quite well. That is all I know aboy, | 70248 in I 
it, actually not about the association with Bird. Mr. Re 
Mr. Reppan. Do you know whether he was Bird’s brother-in-law? I stated 
Mr. Forp. That is a matter of—he denied that he was his brother. | port to him 
in-law, to me one day. I really think that that is probably true, that | To Robbi 
he was not; but the question of whether the lady he was married | Mr. Fo 
a: ‘ | Mr. Re 
Mr. Reppan. I won’t go into that. ‘ 
Next is a letter dated December 10, 1957, from you to McNamara | salee 
concerning your conversations with Mr. Robbins, USOM Director, | that few ec 
On page 4 of that letter you state: What d 
Putnam took over McNamara’s work at McNamara’s request. Putnam had Mr. Fx 
been in Bangkok where it is reported that he has recently married a sister of | ter’s repo 
Bird’s wife, a Thailander. Bird is reported to own one-half of Universal. of the equ 
Can you add anything to that bit of information ? | Mr. Re 
Mr. Forp. Nothing beyond the fact that I met the lady some months | versal ha 
later, when Mr. Putnam introduced me to her. Whether she was Mr. Fo 
Mr. Bird’s sister-in-law or not I was never able exactly to ascertain. Mr. Re 


Mr. Reppan. Did Putnam tell you she was Bird’s sister-in-law! fins 
Mr. Forp. He said there was some relationship there, but he never | which mig 
told me exactly what the relationship was. | the Minist 


Mr. Reppan. Relationship between Putnam’s wife and Bird’s wife! aie | 
Mr. Forp. Yes. Just what the relationship was I don’t know. — 
Mr. Reppan. But you don’t know of your own knowledge whether | our contra 
he ever married her—Bird’s sister-in-law ? thing out 
Mr. Forp. No, sir. What ¢ 
Mr. Reppan. With reference to this same letter of December 10, | Mr, Fo 
1957, which reports a conference you had with Mr. Robbins, the Di- | of USO) 
rector of USOM, on December 7, could you tell the committee who | statement 
was present during that conversation ? | ment, wh 


Mr. Forp. Is that the one that took place in Mr. Robbins’ home! | support 
the contr: 
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Mr. Revpan. I don’t know. I will hand you the letter. Perhaps 


that might assist you in refreshing your recollection. 

Mr. Forv. Yes; I can. Mr. Robbins was present within his home, 
Mr, Cote—I can’t remember his first name; he was at that time I 
thought an interpreter, 

Mr. Reppan. Renee Cote? 

Mr. For. Renee Cote, Mr. Putnam, Mr. Harkins, and I believe, 
Mrs. Harkins—Mrs. Harkins was there but she was not in the meet- 
ing, she was sitting aside in anot her room. 

Mr. Reppan. On page 2 of your letter reporting this conversation 
you said, “Robbins said Minister had reported to him.” What Minis- 
ter is that ? = . 

Mr. Forp. Tiao Souk, Minister of Public Works. 

Mr, Reppan (reading) : 

Robbins said Minister had reported to him that 90 percent of the yellow 
equipment was working. 

What is the yellow equipment ? 

Mr. Forv. Yellow equipment is that equipment furnished by the 
U.S. Government, ICA, for the roads program in Laos. That was 


| the equipment which the Vinnell Co. was supposed to have had con- 
| trol of for the purpose of construction, of the use of it in building 


roads in Laos. __ 
Mr. Reppan. You letter continues: 


I stated that Vinnell inspection July through August as reflected in my re- 
port to him— 


| To Robbins? 


Mr. Forp. Yes, sir. 

Mr. Reppan (continuing)— 
showed the statement to be false and that the Minister must have been mis- 
informed. Robbins said, “Of course, you would say that,” and went on to say 
that few contractors in the States could boast of such a record. 

What did he mean by that ? 

Mr. Forp. Well, evidently he meant that he believed the Minis- 
ter’s report to him, and it was an excellent record to keep 90 percent 
of the equipment going, which I would say it was, too. 

Mr. Reppan. I understand this to mean then that he felt that Uni- 


| versal had done an excellent job, to keep 90 percent of this going? 


Mr. Forv. Yes, sir. 
Mr. Reppan. The next paragraph continues: 


I then suggested Vinnell Co. staff be permitted to reinspect the equipment 
which might be considered at least in line with contractual duties and check 
the Minister’s report. Putnam and Cote protested and were supported by 
Robbins. They stated that any coverage of Universal’s work by Vinnell staff 
would result in severe friction and was unthinkable. I stated that irregard- 
less of the friction, the Vinnell staff was ready to proceed in accordance with 
our contract. Putnam then said “Well, go ahead, then, but don’t expect any- 
thing out of me.” 


What did you understand Putnam to mean by that statement ? 

Mr. Forp. Naturally, I think I had the right to expect the support 
of USOM in the performance of our contract, and I gathered his 
statement to mean that I was able to go out and inspect that equip- 
ment, which I found out I was not, later; that I would receive no 


support whatever from USOM because he was the administrator of 
the contract. 














630 


UNITED STATES AID OPERATIONS IN LAOS 


Mr. Reppan. Did you subsequently try to inspect the equi 
and machinery ? pret | 

Mr. Forp. From that time on I tried to inspect the equipment 
was not successful until April or May of that year. me | 

Mr. Reppan. In what way were you prevented from inspecting thy | 
equipment ? B that | 

Mr. Forp. The Minister of Public Works for the Laotian Gove 
ment, Tiao Souk, refused permission—set up a rule whereby tea 
Vinnell’s staff could leave Vientiane without his written permission 

In addition to this, certain letters of introduction empowering vp 
to make this inspection were required by him, which he refused j 
issue. 

Mr. Reppan. Do you have any knowledge as to why he took thy 
position ? ; F 
_ Mr. Forp. Yes. To me it was obvious that he did not want us; 
inspect the equipment. 

Mr. Monacan. Where was this equipment : 
trying to inspect it, Mr. Ford ? 

Mr. Forp. Scattered pretty well over the northern part of Lag 
They had started repairing the road between Vientiane and Luay 
Prabang, some 219 kilometers to the north, and Xienchoung— ~ 

Mr. Monacan. It was spread out—— 

Mr. Forp. Over a considerable area. Some 790 kilometers, 

Mr. Monacan. And it was necessary for you to obtain permissig 
in order to leave Vientiane? 

Mr. Forp. Yes, sir. 

Mr. Monacan. You couldn’t leave the town without permission? | 

Mr. Forp. Neither myself nor any of my men were permitted t 
leave the town without permission in writing. 

Mr. Monacan. You were both refused permission to leave the tom| 
and to inspect the equipment ? 

Mr. Forp. Yes. 

Mr. Reppan. I understand that prior to Mr. Robbins having mat 
this statement, you had already submitted to him a report on tly 
equipment ? 

Mr. Forp. Yes, sir; I had. 

Mr. Reppan. Had you made an inspection of the equipment! 

Mr. Forp. I made this report from an inspection which had bea| 
made during July and August, I believe, the months were, prior ti| 
my arrival in Laos, but I called the men who had made the inspe: 
tion in, took their written reports, compiled—made a consolidatel 
report and submitted that report. 

Mr. Reppan. Was this an inspection made by Vinnell? 

Mr. Forp. By Vinnell staff; yes. 

Mr. Reppan. Do you know what the report showed as to the cond: 
tion of the equipment ? 

Mr. Forp. I don’t remember the exact figures now, but it shove 
abuse of the equipment and improper operation ; some of it rather— 
general the statement made by my staff was that it was abuse a 
neglect. 

Mr. Monacan. What period did that cover? ‘ | 

Mr. Forp. I don’t remember when that equipment started to® 
work, but I believe it was February 1957 when it actually started) 
work. | 
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Mr. Monacan. And the report was made when ‘ 


Mr. Reppan. June and July. 
Mr. Forp. ‘The field report was made in June and July and I com- 


hat | piled it later on my arrival in November. 
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Mr. RevpaN. How did your report compare with this report which 
Robbins said he had from the Minister? _ 7 

Mr. Forp. ‘There was a considerable difference, I think there was 
something like perhaps 66 percent effective—it may have been that 
high—as against OK ) percent. ; 

Mr. Monacan. Would you read that answer back ¢ 

(Answer read. ) my 

Mr. Forv. The report is in your files, I believe. 

Mr. Reppan. I don’t have it here before me. 

Mr. Monacan. That is the report that indicated that the equipment 
was 60 percent effective whereas the report to USOM Director Rob- 
bins from the Lao Minister of Public Works indicated the machinery 
was 90 percent effective ¢ 

Mr. Forp. That is correct. I don’t remember whether it was 60 or 





at Monacan. That is what the percentages apply to, the condition 
oreffectiveness of the equipment. 

Mr. Forp. That is correct. 

Mr. Reppan. I have another letter, Mr. Ford. The date has been 
punched out by a file fastener. It was made in December 1957; sub- 
ject, “Status of Contract,” from you to the Vinnell Co. 

I will ask you to look at the second and third paragraphs to refresh 
your recollection a moment, and then I would lke to ask you a ques- 
tion about the letter. [ Handing. ] 

Mr. Forp. I recall] that. 

Mr. Reppan. In paragraph 3 of that letter you are talking about a 
conversation you had with Ambassador Parsons. 

Mr. Forp. That is right. 

Mr. Reppan. You state : “He”—Ambassador Parsons—“said he had 
wound up the meeting”—is that a meeting he had with Mr. Robbins? 

Mr. Forp. Yes. 

Mr. Reppan. He said that he “wound up the meeting with instruc- 
tions to Robbins to clean up the mess and has loaned his assistant to 
him, or rather has put his assistant with Robbins to assist and advise.” 

Did the Ambassador actually use those words, “to clean up the 
mess” ? , 

Mr. Forp. Yes, sir, he did. 

Mr. Reppan. To what was he referring ? 

Mr. Forp. This is quite a long conversation with the Ambassador 
atthat time. What is the date of the letter ? 

Mr. Reppan. December 1957. Perhaps if I read this quickly to 
you, it might refresh your recollection. 

You say: 

Yesterday at 3 p.m. I called upon the Ambassador again at his invitation. I 
thanked him for having talked with Robbins as he had said he would do after 
ee meeting of December 17. At that meeting I had left a copy of my 

you, dated December 10 from Hong Kong. 


Mr. Parsons said tt i 
Mr. sons §s lat it had not seemed necessary for him to mentio Ly 
name to him— : aT bat 


that is to Robbins? 
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Mr. Forp. Yes. 


Mr. Reppan (continuing) : 


and he had left any reference to me out of the conversation. He Said h 
started at the beginning of Robbins’ directorship here and told him that he : 
not hold him responsible for any matters which had occurred prior to ait | 
arrival. He told him, however, that he did hold him responsible for ha his 
made no attempt to rectify an extremely bad situation and for following al 
with the Universal group in all too obvious monopoly which had workeg ee 
detriment of our Government’s standing in Laos. the 
Mr. Parsons said that he had confronted him— 


Robbins 
Mr. Forp. Yes, sir. 
Mr. Reppan (continuing) : 





with the information I gave him and that Robbins had verified our Conversation, 
He then said that Robbins had said that he was completely ignorant of i 
true situation and volunteered that he had his own private doubts ag ty jj 
ignorance. 

Who had private doubts? 

Mr. Forp. Mr. Parsons. 

Mr. Reppan. Parsons said he had his own private doubts as tp 
Robbins’ ignorance ? . 

Mr. Forp. Yes. _ 

Mr. Reppan (reading) : | 

He said that he had wound up the meeting with instructions to Robbins t | 
clean up the mess and has loaned his assistant to him, or rather has put his 
assistant with Robbins to assist and advise. 

You had had previous conversations with Mr. Robbins? 

Mr. Forp. Yes, I had. 

Mr. Reppan. You had then reported to Ambassador Parsons thy 
results of those conversations? 

Mr. Forp. Yes. 

Mr. Reppan. What were those conversations about ? 

Mr. Forp. You mean with Mr. Robbins or Parsons? 

Mr. Reppan. Mr. Robbins and Mr. Parsons which relate to this | 
mess which Parsons refers to. 

Mr. Foro. I will have to review a little bit on that to clarify it, | 

Perhaps a month after I arrived there I went to make a courtesy } 
-all on the Ambassador as a representative of Vinnell in Laos. At | 
that. time he asked me how we were getting along. I told him that | 
I had not yet had time to familiarize myself with all of the situation 
but I would have a talk later about that. He said: 

When you do do that, come to me. I am not satisfied with the situation a 
it is. 
He said: 

I wish you would come to me and tell me what you find; if there are any 
difficulties in any way, come to me. 

So I pursued my course which finally wound up with this meeting 
with Mr. Robbins in his home, that we spoke of a few minutes ago.| 
I went to Hong Kong immediately after this meeting. After my| 
return from Hong Kong I gave the Ambassador a copy of this letter, | 
and then I told him the result of my work up to that time and whit 
had resulted and the situation in which we found ourselves. 

Mr. Reppan. What situation was that ? 
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Mr. Forp. That we were unable to perform our contract due to a 
number of things and to the situation at [ SOM where I felt. then 
that we were not receiving support of USOM in the performance of 

ract. 
Sm. Mr. F ord, what was wrong with USOM? What were 
the details of this oneenincs that made it impossible for you to per- 
your contract ¢ 

foots) FORD. I still was not aware of the fact that the equipment had 
been transferred to the Lao Government. In fact, that did not come 
out until the meeting with Mr. Robbins. I don’t think Mr. Robbins 
realized that the equipment had transferred and that USOM had 
lost contro! of it. That seemed to have been more or less of a secret. 
In fact it was not verified completely to me until somewhat later when 
Mr. Schmied] told me that he himself had transferred the equipment 
to the Lao Government under Mr. McNamara’s orders and against 
his own advice to Mr. McNamara. 

Mr. Monacan. What date would you say that this information was 
given to you! ; 

Mr. Foro. About December—do you mean when it was finally 

Mr. Monacan. When this information by Schmiedl was given to 

ou! : 

Mr. Forv. Asto the transfer of the equipment? 

Mr. Monacan. Yes. 

Mr. Forp. Actually I didn’t have it completely verified until Feb- 
ruary. 

Mr. Monacan. Of what year? 

Mr. Forp. 1958, think it was. Yes, February 1958. 

Mr. Meaper. What was the difficulty in transferring the equipment 
to Laos? Why was that important to your performance of your 
contract ? 

Mr. Forp. It is normal in a country when people are entirely un- 
familiar with equipment not to give them full control of that. equip- 
ment until a staff has been trained to take care of that equipment. In 
this case the transfer of the equipment was rushed right through before 
there was any chance to train the personnel to take care of the equip- 
ment. It is rather complicated. These men are farmers. They are 
not mechanics or operators. 

Mr. Meaper. Do you have any idea why that equipment was pre- 
maturely transferred? Obviously you think it was prematurely 
transferred, don’t you ? 

Mr. Forp. Yes, sir, I do, from a practical standpoint. 

Just before I left Laos, less than a month ago, this question came 
up again as to why it was transferred, and in Laos the opinion was 
that that was the policy of ICA. I am not so sure of that after talk- 
ing here with ICA that that isthe policy. In fact, the agreement, as I 
was told in Laos, was that the moment anything crossed the river 
coming into Laos it automatically became the property of the Lao 
nent. So in that manner they may not have been to blame. 

ut—— 

Mr. Mzanrr. Is this letter classified ? 

Mr. Reppan. No, it is not. 
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Mr. Meaper. Your memorandum of December 31, 1957, to the Vin. 
nell Co., Alhambra, Calif., attention F. S. McNamara, in the final 
paragraph reads as follows: 

Yardley, special investigator, arrives January 3. Schmied] informs me that 
first of yellow equipment was transferred to Lao Government October 17, 1956, 
This would make Robbins’ statement to ine that reason for transferring to Laos 
was that that Government had qualified with training clause by having ap 
experienced American contractor in charge of it not true. Contract between 
Universal and Minister not made until February 1957. 

Mr. Forp. That statement is correct. You see, at that time I Was 
informed generally by Reed and others that the entrance of the pas- 
sage of title of this equipment to the Lao Government was not to be 
performed for a period of 2 years, and at that time only when quali. 
fied personnel were trained in Laos to handle the equipment. 

Mr. Meapver. Do you know why this premature transfer was made! 

Mr. Forp. Are you going to ask what I think now or what I thought 
then ? 

Mr. Meapver. Did you know then, or do you know now, or did you 
have an opinion then and do you have an opinion now / 

Mr. Forp. Yes, sir. 

Mr. Meaper. Identify which it is. 

Mr. Forp. I have an opinion, yes. I think it aided and abetted the 
Universal Construction Co. in holding a position of monopoly on con- 
struction in Laos, since that was the only available equipment there 
was in Laos to do work with—operable equipment. There was other 
equipment. But that was the only operable equipment at that time, 

Since their contract, I believe their contract was signed in Febru- 
ary—l think the letter so stated—with the Minister of Public Works 
for the use of this equipment on their private work—I would say not 
their private work, work under a contract with the Lao Government 
apart from the ICA—it then had control of all the equipment avail- 
able and that cut any other contractor out of doing any work in Lao 
unless he brought in his own equipment. 

Mr. Meaper. Did you report this to the Ambassador ? 

Mr. Forp. At the time I reported to the Ambassador I didn’t know 
as much as I knew later. That is the fact. I believe there was some 
of that question came up at the time. I pointed out this matter of 
favoritism, yes. 

Mr. Meaper. You mentioned, when I asked you what your com- 
plaint was, that you reported to the Ambassador. You said you were 
unable to perform your contract because of a condition that you had 
at USOM. I asked you what that condition was. Item one, you 
mentioned this equipment transfer to the Lao Government. Were 
there other conditions at USOM which made it impossible for you to 
perform your contract ! 

Mr. Forp. The basis of our contract was absolutely, sir, that if we 
didn’t have control of the equipment we couldn’t take care of that 
equipment and instruct the Lao personnel in the use of that equip 
ment. And our contract was inoperable. That and the—no, that was 
the contract at that time. Our contract at that time read that we 
were to take Lao crews and repair the roads between Vientiane, Luang 
Prabang; and Xien Khoung. 

Mr. Mraper. When was your contract dated ? 
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. April 4, 1957. 

a. Boeuw. Did you have a letter of intent prior to that time? 

Mr. Forp. Yes, sir. : ‘ 

Mr. Reppan. What was the date of the letter of intent, approxi- 

q 
mas. November 21, 1956. _ chee 

Mr. Reppan. When did your first men arrive in Laos? 

Mr. Forp. In December 1956. 

Mr. Reppan. December 3 or 4, 1956? That is already in the record. 
[thought perhaps you might recollect. 

Mr. Meaver. Mr. Ford, this memorandum from which I read the 
fnal paragraph indicates that the equipment—the first of the equip- 
ment was transferred to the Lao Government October 17, 1956. 

Mr. Forp. I was so informed and I believe that to be correct. 

Mr. Meaver. Then at the time you had your letter of intent a month 
later, and before you had your contract several months later, it was 
already impossible for you to perform your contract; is that correct ? 

Mr. Forp. That is correct. But I did not know it actually until— 
what is the date of that letter? 

Mr. Meaper. December 31, 1957. 

Mr. Forp. That is the first I ever knew. 

Mr. Meaper. You mean this equipment had been transferred to the 
Lao Government over a year before you found out about it? 

Mr. Forp. Right. Yes, sir. Or anyone else. I don’t think Mr. 
Robbins even knew about it. 

Mr. Meaper. Would it have been apparent to the people who dealt 
with you that it would be impossible for you to perform your con- 
tract at the time they entered into it with you? 

Mr. Forp. Yes, sir; I think they were aware of it. Now wait a 
minute. Do you mean ICA in Washington? Our contract was with 
the ICA in Washington. 

Mr. Meaper. Shouldn’t ICA in Washington and ICA in USOM 
work together so that they understand the same things? 

Mr. Forp. Under the normal situation I would think so; yes, sir. 

Mr. Reppan. Mr. Meader, I think at a time when you were absent 
we went into the record that the ICA/Washington did not know 
about this contract between Universal and the Lao Government until 
March of 1957. ICA/Washington was negotiating with Vinnell to 
do this work, and without the knowledge of ICA/Washington the 
USOM drew a contract for the Lao Government to enter into with 
Universal to do exactly the same work, and the USOM transferred 
the equipment over to the Lao Government which effectively pre- 
vented Vinnell from doing the work they were contracted to do. 

Mr. Mraprer. Is it your opinion that the people in USOM in Laos 
knew about the transfer of this equipment while you were out there 
operating? I mean they knew that the equipment had been trans- 
ferred and that it would be impossible for you to perform your con- 
tract or your letter of intent ? 

Mr. Forp. I am certain the Mr. McNamara knew of it, Mr. Ed 
McNamara, and that Mr. Schmied] knew of it, because Mr. Schmiedl 
told me that he had made the transfer of the equipment under Mr. 
McNamara’s orders. 

Mr. Meaper. After he had advised against it, is that correct? 
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Mr. Foro. Yes, sir, after he had advised very strongly againg it 

Mr. Meaper. In other words, what I am getting at, you were out 
there with your personnel attempting to do your job? 

Mr. Forp. That is correct. 

Mr. Meaper. And all the time that you were there and they say 
you and dealt with you they knew it was impossible for you ‘to gy 
your job? 

Mr. Forp. Yes, sir; that is true. 

Mr. Mraper. But they didn’t tell you about it? 

Mr. Forp. Not until I got the information by the way I was ably 
to obtain it. No, sir; no direct information was given to me. 

Mr. Meapver. What explanation do you have for that situation) 
It doesn’t seem normal to me. 

Mr. Forp. No, sir; it did not seem normal to me. And I think 
I wrote that in my correspondence. 

Mr. Meapver. Do you have any explanation for this abnormal sity. 
ation ? 

Mr. Forp. Yes, sir; I do. I think that advantage was taken of the 
situation by an unethical contractor with an unethical official of 
USOM. 

Mr. Meaper. By the “unethical contractor” you are referring to 
Universal, are you? is 

Mr. Forp. That’s correct. 

Mr. Meaper. And by the “unethical official” you are referring to 
Mr. McNamara? r 

Mr. Forp. That’s correct. 

Mr. Meaner. In other words, they were in cahoots and you didn’t 
know anything about it ? 

Mr. Forp. That is correct. 

Mr. Meaper. Until later? 

Mr. Forp. That’s correct. 

Mr. Meaper. Counsel calls my attention to the fact that on July 
22, 1957, the Vinnell Co., apparently in their California office, wrote 
to Mr. Kessler of ICA. In paragraph 2 of this letter they made this 
statement: 

On June 15, 1957, our vice president, Mr. F. S. McNamara, visited the job 
site in Vientiane, Laos. He found that the work we were being called upon to 
perform was not in accordance with the terms of the contract. 

I am calling that to your attention only because of the discrepancy 
between that date of July 22, 1957, and the date of your memorandum 
of December 31, 1957, for the purpose of asking you whether or not 
it was not somewhat earlier than your memorandum of December 


31 that you became aware of these conditions which made it impos 


sible for you to perform. 

Mr. Forp. No, sir. December 1957 is the first letter? 

Mr. Meaper. Your memorandum. 

Mr. Forp. My information to my home office was in December 1956, 
wasn’t it ? 

Mr. Mraprer. It is dated 1957. It is stamped “Received by Vinnell 
January 20, 1958.” Here is a letter some 6 months earlier, in July, 
which seems to indicate that some difficulty in performance had al 
ready been called to the attention of ICA 6 months before your meme 
randum of December 31. 
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Mr. Forv. That was October 29, 1957. There is something wrong 
about the date on those letters, or else we are confusing things here. 

Mr. Monacan. Whose letter is the July letter, Mr. Meader? 

Mr. Forp. Is that July 1958 ¢ ; 

Mr. Mzaver. It is signed by a Hodgson, vice president. 

Mr. Forv. July of what year? - 

Mr. Maver. It says July 22, 1957. D 

Mr. MonaGan. Mr. Meader, Mr. McNamara is here. He may be 
able to clear that discrepancy up. , 

Can you explain that, Mr. McNamara, this apparent discrepancy ? 

Mr. McNamara. I think I did it in the first testimony, Mr. Griffin, 
in which I said that when I got out there, when our men got there in 
June, 1957, I had a discussion with Mr. Ed McNamara out there, and 
was told—we had found out, anyhow—that Universal was doing the 
work that we were supposed to do. I made the statement to him that 
we had no season for being there under these conditions, and he asked 
if we would take on the repair of the equipment and the training of 
the Lao as mechanics and operators. I told him that we were not 
happy with the situation, that I would go back to our Alhambra office, 
discuss it with Mr. Vinnell, and then advise ICA, Washington, 
whether we would request a termination of the contract. 

We later wrote that letter there which called their attention to the 
fact that our scope of work had been drastically reduced and I think 
that letter, if my memory serves me correctly, suggested that there 
would have to be an amendment to the contract to provide for this 
changed scope of work. 

Mr. Mraper. I will read the third paragraph of the letter which is 
as follows: 

The contract entered into with your agency called for Vinnell Co., Inc., to 
train Lao in the rehabilitation of existing highways and the proper operation 
of equipment. We found that the major portion of the equipment was being 
used by a contractor who had entered into a contract with the Lao Government 
for this rehabilitation work, and that Vinnell Co., Inc., was expected to repair 
these items of heavy equipment being used by the other contractor. 

Mr. McNamara. That is right, sir. 

Mr. Meaper. I still am bothered, Mr. Ford, by this letter 6 months 
earlier than your memorandum which seems to indicate that the Vin- 
nell Co, had some kind of an inkling that the equipment had been 
transferred or was in the possession of another contractor so that they 
could not perform their contract. 

Mr. Forp. I can understand the difference now. Six months before 
that it was true that the equipment was in the hands of the Universal 
Construction Co., but the title to the equipment had not yet been 
transferred to the Lao Government. It was still within the power of 
USOM to call back the equipment or dismiss the contractor. 

Mr. Mraper. You don’t know that for a fact? 

Mr. Forp. I do. 

Mr. Mraprr. Your memorandum says it was transferred—the first 
of the yellow equipment was transferred October 17, 1956. 

Mr. Forp. That is true. I did not know about it until later. 


Mr. Mraper. You assumed at the time that you could get possession 
of the equipment ? 


Mr. Forp. Yes, sir. 
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Mr. Meaper. But it turned out that your assumption was Wrong be 
cause the equipment had already been transferred ¢ t 
Mr. Forp. Yes, sir; that is correct. But at the time I arrived thers 
I was told that the title to the equipment still remained in the hands 

of USOM. 

Mr. Meaper. Who told you that? 

Mr. Forp. I was led to believe that by, I believe it was I would gy 
Putnam, probably ; anyhow, the administrative officer of our contra¢ 

Mr. Meaper. Do you mean by one of your own employees? 

Mr. Forp. No; by the Mission. 

Mr. Meaper. By Putnam, you say ? 

Mr. Forp. I would say Putnam. It might have been Putnam, } 
probably was Putnam because Mr. McNamara was there only a short 
time after I arrived. I doubt if I discussed it because I had no means 
of knowing that the title to the equipment had been transferred to th | 
Lao Government. 

Mr. Monacan. Putnam was the Public Works Officer? 

Mr. Forp. That is right. 

Mr. Mraper. Succeeded McNamara? 

Mr. Forp. Succeeded McNamara, yes. There is a difference between 
the passing of the equipment to the contractor for his use, which wy 
Universal Co., and transfer of the title of the equipment to the Lap 
Government. Those are the two things we are discussing and I think 
that is where our variance is. . 

Mr. Meaper. Have you covered everything that you described as, 
condition at USOM which prevented you from performing your con- 
tract. which you reported to the Ambassador ? 

Mr. Forp. I think I have. I think I summarized it. The matter | 
of the equipment, the title to the equipment 

Mr. Meaper. It just sounds to me like you haven't made, in detail. 
ing the condition at USOM, in describing it, you haven’t made | 
statement which would add up to a picture of a mess. Were ther 
any other things wrong that you reported to the Ambassador? 

Mr. Forp. Yes, sir. I think that = chs: go into classified —— 

Mr. Meaper. I don’t want to ask you for any classified information, 

Mr. Monacan. We may hear him later, Mr. Meader, on that. 

Mr. Meaper. There isn’t anything else of an unclassified natur 
that you would say disturbed you about the USOM operation which 
you reported to the Ambassador ? 

Mr. Forp. No, sir. I think it would touch too closely on matters 
wnich I would prefer to discuss in private, if I might be permitted to 
do so. 

Mr. Meaper. But you were of the opinion, were you, that USOM | 
in Laos was in a mess at that time? 

Mr. Forp. Yes, sir, very much so. 

Mr. Meaper. That is all. 

Mr. Reppan. Mr. Ford, continuing with this equipment prob 
lem, I have before me a weekly letter which you wrote under date 
of May 19, 1958. You stated in paragraph 2, page 2: 

Was informed in strict confidence that a teletype had been sent to Wash 
ington to the effect that, of the yellow equipment on hand in Laos, only thre 
or four pieces were not working but that due to scattered location a mor 
accurate report was impossible to make. This message was Said to have beet 
sent on April 30. Inspection report was delivered to USOM P.W. & I. office ™ 
April 28. 
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Can you tell the committee who sent the report and what the sig- 
nificance of that report 1s (handing document to the witness) ? 

Mr. Forp. I believe Ican. I recall the instance. 

Yes, I discussed that later, and I don’t remember who with, but 
I was informed that that message never left the office of the Director. 
That message to which I refer was written by Mr. Putnam. 

Mr. Reppan. Actually the message never left the Mission 

Mr. Forp. I don’t think it ever left the Mission. I found out later 
that I don’t think that ever left the Mission. I think the Director 

ed it. 
a8 Reppan. Did you ever see the message ? 

Mr. Forv. No, I did not. 

Mr. Reppan. Do you know who prepared it ? 

Mr. Forp. Mr, Putnam peabecel it; yes, sir. 

Mr. Reppan. Did Mr. Putnam have information to the contrary 
at the time you prepared that? 

Mr. Forp. He had my report. 

Mr. Reppan. What did your report show as to the condition of the 

uipment ¢ 
mfr Forp, About 44 percent of it operable. 

Mr. Reppan. Only 44 percent was operable? 

Mr. Forp. Yes. 

Mr. Reppan. But he drafted a message for Washington which 
said only three or four of the pieces were not operable ? 

Mr. Forp. That is correct. 

Mr. Reppan. What percentage would that have been ? 

Mr. Forp. About 96 percent, I would say. 

Mr. Reppan. His report would indicate 96 percent of the equip- 
ment operable, while your inspection report showed only 44 percent 
was operable ? 

Mr. Forp. That is correct. 

Mr. Reppan. And he had that report in his possession prior to the 
time he drafted this message ? 

Mr. Forp. Yes. 

Mr. Reppan. To the best of your knowledge that message never 
left the office because it was stopped by Director Robbins? 

Mr. Forp. No, Director Lavergne at that time. 

Mr. Reppan. Oh, yes, May 1958. 

Mr. Forp. He, or Mr. Adler, was the one who stopped the message, 
I was so informed. 

Mr. Reppan. Under date of June 23, 1958, you wrote your weekly 
letter to the home company, Under the paragraph headed “Hardy 
Committee,” you stated : 

Mr. Burns and Mr. Johnson, of Washington and Philippine Islands, respec- 
tively, have arrived here and are conducting an investigation of Vinnell Co., Inc., 
Rader & Associates, and Universal Construction Co. Vinnell Co. investigation 
satisfactory. Real purpose, as stated to me by Burns, was to determine if 
sufficient evidence could be obtained from files to indict certain USOM ex-officials 
Om criminal charges and Universal on fraud. Should this evidence not be 
found he is to recommend to the Hardy Committee that it performs a congres- 
sional investigation here in Laos. I have made my files available to them. 

Does this correctly reflect conversations which you had with Mr. 
Burns? 5 

Mr. Forp. As I recall, yes, sir. 
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Mr. Reppan. Just what did Mr. Burns say to you about referral op 


recommendations to the Hardy Committee? 
Mr. Forp. I don’t understand. You mean my recommendations} 
Mr. Reppan. No. According to this letter, Burns told you that; 
they didn’t find any evidence of fraud or criminal activity at 
was to recommend to the Hardy Committee that it perform a a 
gressional investigation in Laos. - 
Mr. Forp. I think to clarify that, certain evidence which he thoy h 
he might be able to obtain was refused him. In other words certain 
access to certain records will be refused him, and if he could not ; 
to those records—but the letter of the paragraph is not clear Ta 
mit—in case he was unable to get hold of these records then he would 
recommend that the Hardy committee conduct a congressional] 


ens : In- 
vestigation in the field. 


Mr. Monacan. Because of conditions requiring investigation, but | 


other than fraud or similar things ? 

Mr. Forp. That is right. 

Mr. Meraper. You had the impression that he thought that the 
congressional subpena could require production of those records? 

Mr. Forp. Yes, sir. 

Mr. Meaver. Which he was unable to get without a subpena? 

Mr. Forp. That is my impression. 

Mr. Meaper. Did you understand from what he said to you that 
those were his instructions from Washington, or was that his per- 
sonal opinion that he was expressing ? 

Mr. Forp. A personal opinion, I would say. 

Mr. Reppan. In a letter dated December 27, 1958, to your home 
office, you have this to say in your last paragraph : 

As matters stand at present, the Lao director of mechanical equipment, en. 
dorsed by the deputy chief of highways, have taken the position that, since all 
equipment now belongs to the Lao Government, that neither Vinnell nor USOM 
have anything to say about its care and use. This applies also to the shop at 
K-7. I have, therefore, as of Friday the 4th, instructed the staff that they 
will cease to direct any Lao employees but will remain present and offer ai- 
vice only when requested. This was done only after repeated instances of 
American orders and instructions being changed without consultation with then 
and culminating in a near clash when, by order of the director, equipment was 
ordered out of the yard without clearance by the American in charge. The ma 
have been instructed to conduct themselves politely and to avoid any conflict 

I want to ask you if there came a time when you actually had to 
take that stand and no longer made any inspection of the equipment 
or direction as to its use by the Lao? 

Mr. Forp. That is correct. 

Mr. Reppan. How long did that situation continue? 

Mr. Forp. It continued until now—until the present. 

Mr. Reppan. Is Vinnell still operating in Laos? 

Mr. Forp. Yes, sir. 

Mr. Reppan. What are they doing, sir? 

Mr. Forpv. When I left Laos certain plans had been worked out 
tentatively between myself and the et incumbent, the Public 
Works and Industry Officer, whereby he hoped to cancel a line in ow 
contract which states that we are under the technical guidance of 


Minister and USOM, to make us under the technical guidance of | 


USOM only in order to avoid this situation which this letter 
presses. 
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Mr. Reppan. Is that sufficient to allow the Lao Government to let 
ou inspect the equipment and train the Lao personnel ? a ae 
y Mr. Foro. I think that getting Lao Government cooperation is a 
USOM responsibility and | think USOM agrees with that out there. 

Mr. Reppan. At this stage of the game is there any point in you 
trying to supervise or maintain that equipment ? 

Mr. Forp. The plan which we had worked up before I left there 
was to open up a new yard, directly under the control of USOM, 
ourselves, with USOM administering. a. 

Mr. Reppan. Are plans being made to bring in more equipment? 

Mr. Forp. Yes, sir, 1 am preparing a number of lists. The lists 
have not yet reached ICA, Washington. I have prepared a number 
of lists of equipment and furnished them to the industry and trans- 

rtation officer with recommendations as to the equipment that they 

d bring in. 
ee Reppan. Who isthe transportation officer ? 

Mr. Forp. Mr. Julius Piland. 

Mr. Reppan. Do you know whether this equipment is to be turned 
over to the Lao Government or not ? 

Mr. Forp. That strictly is not. I am speaking of our own con- 
yersation on it, Mr. Piland and myself. This definitely is not to be 
turned over to the Lao Government. It is to be used under plans 
which USOM will approve and will direct, and of which the Vinnell 
Co. is to have control. 

Mr. Reppan. Do you know how much equipment is involved dollar- 
wise ? 

Mr. Forp. Yes. It is to be purchased from—the recommended 
purchases are from the Department of Defense surplus stocks in Ja- 
pan, which are apparently available at the present time. If new, it 
would have a value of some—wait a moment. I prepared two lists. 
I had to revise the list downward on account of shortage of funds; 
$465,000 I believe is the sum which was set aside for the purchase of 
equipment, culverts, bridges, and other items necessary in the con- 
struction of roads. But this was to be bought on a 10 percent deal, 
whereby you only paid 10 percent of the original cost. 

Mr. Reppan. Will this equipment then permit Vinnell to perform 
the duties it had contracted to perform originally ? 

Mr. Forp. If the spare parts are available with this equipment, yes, 
it would assist us, permit us to carry out our present contract which 
has been revised, of course. 

Mr. Reppan. Would it be fair to say, then, that the Government had 
been required to buy a half million dollars worth of equipment, new 
equipment, or additional equipment, in order to permit Vinnell to 
carry out its duties that it was first expected to carry out under its 
original contract ? 


Mr. Forp. May I explain that? 

Mr. Reppan. Yes. 

Mr. Forp. The original work consisted, as I say, of a certain definite 
toad project. That road program is being changed to fit conditions 
oftoday. It would be more or less the same work involved, but prob- 
ably in different parts of Laos. 


Mr. Reppan. The same type of work? 
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Mr. Forp. The same type of work; that is correct. The vipmen Mr 
however, would not be new. It would take about 4 or 5 million q my bor? 
lars’ worth of equipment to do that work which is planned over the» Mr 
at new value. The new value of the equipment would be about gmall 
$5 million. Mr. 

Mr. Monagan. This is about 10 percent? | le 

Mr. Forp, The DOD stocks are sold at 10 percent of the new yaly. —_ the pre 
which means about four or five hundred thousand dollars, | Tha 

Mr. Monacan. The new value would be $5 million? f ol sme 

Mr. Forp. Yes, sir. | Mr. 

Mr. Reppan. Is this because the original equipment brought in wx Mr. 
abused and not properly maintained ? aff 

Mr. Forp. Not only that, but USOM has completely lost contyg Br 
of the equipment. That is the principal reason, that they have com. | dealing 
pletely lost control, having transferred title to the Lao Government | with th 

Mr. Reppan. How much equipment is in Laos at the present time —— 
do you know ? ; Can 

Mr. Forp. All together? Laos a 

Mr. Reppan. Yes. _ Co.as 


» million y | Mr. 


Mr. Forp. I made an estimate of between $3 and $31/ 
the value of all the equipment in Laos today. But it is old, yer heard, 





old, some of it, and in bad shape. consid 
Mr. Reppan. Do you know how much of that is operable? Ameri 
Mr. Forp. Less than 15 percent. factor, 
Mr. Reppan. I have a letter here dated November 21, 1958, which Mr. 
you sent to your company, in which you say that— Mr. 
* * * of some $3 million worth of equipment in Laos, not $200,000 worth was in try. 1 
operable condition and that, unless immediate reform was made, not one piee the wo 
of equipment would be running within 30 days. Mr. 
Mr. Forp. That is correct. Since that time we did receive som 
other additional equipment. We received eight turnapulls, and the 
French brought in two D-7 tractor-dozers. M 
Mr. Reppan. To get away from the equipment for just a minute, : 
; } oot Danek ae roadh 
Mr. Ford, I have a letter here of November 17, 1958 which you sent t 
to the company which said: ae 
On the 12th Piland became very indignant with me because I had not m I thin] 
ported the shooting of Saturday night to him immediately instead of making only ¢ 
a routine report. 
trainer 
What shooting is that? Is that in any way involved in the work chang 
of the Vinnell Co.? Mr. 
Mr. Forp. At the time, I thought it might be, but I discovered later | — egynty 
the shooting was probably a personal matter. I would say that one Mr. 
of my foremen had had an altercation with a Lao officer, and I think Mr. 
it may have been the Lao officer who put the shot across our heads Mr. 
I was never able to determine who fired the shot. influer 
Mr. Reppan. When you say “officer,” was it a police officer ? Mr. 
Mr. Forp. No; an army officer. in asit 
Mr. Reppan. But you do not know whether it was connected with Mr. 
the work of the Vinnell Co. ? it is 
Mr. Forp. I do not know. Since there was no repetition of it}! | able f 
rather think it was a personal matter. The Lao officer probably le Mr. 
came angry and decided to see if he could scare us. That is about the Mr. 


size of it. ‘ 
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Mr. Reppan. In your letter of December 1, 1958, to the Vinnell Co., 
ca state in paragraph 4, the first page: “Dufly”—who is Duffy ? 
a ir Forp. Duffy is the head of the Pioneer Construction Co. Itisa 
bor gnall construction company in Laos; I believe registered in Thailand. 
Mr. Reppan. Who is Pan—P-a-n? ~i 
Mr. Forv. Pan? He is the Secretary of State for Public Works at 
resent time. 
alue, | a tisP-b-o-n. 
Mr. Reppan. This is P-a-n. 
| Mr. Forp. I think it is misspelled. It is P-h-a-n. 


h Wag Mr. Reppan. This says here: 

Duffy stated that Pan considered that the Universal Contracting Co. had dem- 
nitro onstrated the unreliability of American contractors on roadbuilding. Pan was 
C dealing with a very small Thai company, who have a few pieces of equipment, 

OM | y 


with the idea of giving them a contract to open up some roads now, stating that 


ment, he had $700,000 available for this purpose. 


time, Can you tell the committtee what your observations have been in 


Laos as to the effect of the operations of the Universal Construction 
Co. as representative of American industry 4 
| Mr. Forv. Yes, sir. I can say that that was one observation I have 
oe | heard, and I have heard others from Mr. Phan, a statement that they 
YY | considered this man was—the Universal Construction Co. was an 
American company, and the work they had done was entirely unsatis- 
factory, and if so, they wanted no more of it. a 
Mr. Reppan. They wanted no more Americans or no more Universal. 
Mr. Forp. They wanted no more American contractors in the coun- 
try. They would find their own contractors or Thai contractors to do 
the work. 


which 


was in 


Case Mr. Reppan. Who told you that? 

~ | Response deleted for security reasons] 
id the 

. Mr. Monaean. If these contracts were performed properly, and this 
aaa roadbuilding work done, what do you feel as to the effect on the 
u sent 


country ? 

Mr. Forp. It is badly needed, sir. The work is badly needed, and 
not re | Ithink the common people would appreciate it because they would not 
making | only derive an income from work on this roadwork, if they were 

tramed, but also open up means of cheapening transportation for ex- 
change with the country. 

Mr. Monagan. So that this would spread good will as far as this 
{later | country was concerned ? 
at oné| Mr. Forp. By all means. 


» work 


think Mr. Monacan. If it were properly done? 
heads _ Mr. Forp. Yes, sir; if properly done. It might have a tremendous 
influence on Laos. 
_ Mr. Monacan. Is it the sort of thing that you think we should do 
in asituation like this? 
1 with 


Mr. Forp. Yes, sir. I think it should have been done, and I think 


a it is still necessary. Good will in the Orient is an extremely valu- 
f it, able factor at this time. 


Mr. Monacan. And the converse is true, too ? 
Mr. Forp. Exactly, sir. 


41067—59 42 
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Mr. Monacan. What about the use of Lao as operators of thi 
equipment? Are they amenable to instruction and do they work i 
they are properly handled? 

Mr. Forp. As operators, yes, sir. Mechanics, we have found some, 
But remember the education of the Lao coolie is very low. He hag 
an average—probably most of them never get more than 8 years of 
schooling and most of them get only 2. That means that you can} 
teach that man exactly what happens when you throw in a clutch or 

you put a piece of machinery in motion. But we have found them to 

e rather apt. In fact, we have trained over 90 operators out ther | 
and we have recently trained nine more on operating Super-C Turn, 
pulls—mechanical type—which are exceedingly difficult to operat, 
They have done very well. That was done approximately since | 
have gone, because I started the work before I left. They are doin 


remarkably well according to reports I have received from Jone | 


SoI think they can be trained; yes, sir. 

Mr. Monacan. In many respects, the Kingdom of Laos is pretty 
far removed from Washington, D.C. ? I 

Mr. Forp. Yes, sir, I would say that. You can train those mep, 
For the next 20 years, however, they should have competent, techyi- 
cal advisers in a position to not only give advice but to have it taken 
in Laos, and that is a situation which has to be worked out in Lag 
by USOM and the Lao Government. 

Mr. Monacan. From your testimony, the differences between the 
situation there and here were not limited tothe Lao people? 

Mr. Forp. I didn’t quite understand that. 

Mr. Monagan. I say the differences between that situation and 
here were not limited to the Lao? 

Mr. Forp. That is correct; yes, sir. 

Mr. Monacan. There is an expression in “Alice in Wonderland” 
about things getting “curiouser and curiouser.” I wonder if that 
wouldn’t express your reaction to this situation as time went on! 

Mr. Forp. It did indeed. In fact, I referred to it myself. 

Mr. Monaaan. Mr. Griffin, do you have any question ? 

Mr. Grirrtn. No, sir. 

Mr. Monaaan. Mr. Meader? 

Mr. Mraper. I have no further questions. 

Mr. Reppan. Mr. Ford, I have here a copy of a report signed by 
Arthur Blevins. It is certified as a true copy by you. Ar 
you familiar with that document and its contents, sir? [Handing 
document to the witness.] I don’t want you to identify the project, 
but I want to esk you some questions about it. 

Mr. Forp. Yes, sir. 

Mr. Reppan. This refers to an airdrop of supplies and equipment 
in Laos? 

Mr. Forp. That is correct; yes, sir. 

Mr. Reppan. It says here: 

The Le Roi 105 compressor was the only piece of equipment damaged on the 
drop. All discharge lines to the intercooler were broken on the drop. These 
were removed from the machine and shipped by myself. 

Mr. Reppan. This is Blevin’s report. Were you present at the 
time? Did you see any of this material ? 
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Mr. Forp. Yes, I saw it loaded, part of it loaded. I simply 
Joaned this man Blevins to the PEO section because they had no 
qualified section to do overseas work. He was going to be gone a 
matter of a week, I believe. 

Mr. Revpan. He goes on about the equipment that was dropped 
and refers to a Caterpillar tractor, and so forth. The last two para- 

hs are as follows, and I would like to have your comments on 
these. 1 will read them to you: 


As at Nam Tha there were no operators or mechanics with operational knowl- 
edge of this equipment. No grease or grease guns, use of this equipment under 
these conditions will result in irreparable damage to the equipment. 

In both Nam Tha and Muong Sai, the impression that I returned with was one 
of complete cooperation and appreciation, mixed with bewilderment as to why 
they were given the equipment without anyone to teach them how to use it. 

Could you enlighten the committee any more on that? 

Mr. Forv. Yes. In fact, later the contract was given to Duffy by 
Rothwell Brown, of the PEO, whereby Duffy furnished two Filipino 
mechanics to see that this equipment was properly used. The Lao 
Army was to operate t his equipment. 

Mr. Reppan. So that the things reported by Blevins in this memo- 
randum have been subsequently remedied ? 

Mr. Forp. Corrected ; yes, sir. : 

Mr. Monacan. We will excuse you for the time being, Mr. Ford. 

Mr. Forp. May I ask if I can make that 4 o’clock plane this aft- 
ernoon ? Dorrcnt re 

Mr. Reppan. Oh, yes. We will be finished shortly. 

Mr. Monacan. Mr. Erler? 

You have previously been sworn, have you not? 

Mr. Erter. Yes, sir. 


TESTIMONY OF LEO J. ERLER, MANAGER, VINNELL CO., 
WASHINGTON, D.C. 


Mr. Reppan. When you were here last, Mr. Erler, you gave the 
committee a biographical sketch of yourself ? 

Mr. Erter. Yes, sir. 

Mr. Mcnacan. In two or three sentences, for the information of the 
gentlemen here, Mr. Erler, will you restate them ? 

Mr. Erter. I am a retired USAF colonel, 30 years’ service in the 
infantry and in the Air Force. 

Mr. Monacan. And your present position ? 

Mr. Erter. My present position is manager of the Washington 
office of the Vinnell Co. 

Mr. Monocan. And your address? 

Mr. Erter. 4223 South 35th Street, Arlington, Va. 

Mr. Reppan. I would like to show you a memorandum signed by 
you, dated February 6, 1958, to Mr. F. S. McNamara [handing docu- 
ment to the witness] and ask you if you prepared that document ? 

Mr. Erter. Yes. 

Mr. Reppan. Does this report a conference which you had with 
ICA/Washington personnel ? 

Mr. Erter. Yes, it does. 

Mr. Reppan. What was the subject of the conference? 

Mr. Erter. The Laos contract. 
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Mr. Reppan. Do you mean the Vinnell Co. contract that it holds 
at the present time ? 

Mr. Erter. As near as I remember it, yes. 

Mr. Reppan. Did it have anything to do with the airport? 

Mr. Erter. No, it did not. 

Mr. Reppan. Sir? 

Mr. Erzer. No, sir. Not that I recall. 

Mr. Reppan. You identify here a Mr. John Bach and a My. 
Flaata of the Far East operations of ICA. Are they the ICA repre- 
sentatives you conferred with ¢ 

Mr. Erter. Yes, they are. 

Mr. Reppan. Was anyone else present ? 

Mr. Erter. No, there was not. 

Mr. Reppan. Paragraph 4 contains this statement : 


It was apparent during the meeting that USOM/Laos had requested authority 
to handle details in the field and that Washington had definitely said it would 


be handled here so as to avoid congressional criticism of expenditures of US 
funds. 
What does that statement mean ? 

Mr. Erter. I referred to contracts for future work, that they would 
issue a request for proposal, receive the proposal, and award the con. 
tracts in Washington rather than in the field. 

Mr. Reppan. Are they referring to a specific contract here? Yoy 
say : 

It was apparent during the meeting that USOM/Laos had requested authority 


to handle details in the field and that Washington had definitely said it woug 
be handled here. 


Mr. Erter. No; I was referring to—not referring to any particular 
subject. It was a general statement. That is what I intended, as] 
recall what I intended it to be. 

Mr. Reppan. This was on February 6, 1958 ? 

Mr. Erter. That is correct. 

Mr. Reppan. Your contract by that time was a year old; the con- 
tract had been signed early in 1957 ¢ 

Mr. Erter. It was signed the 4th of April, 1957. 

Mr. Reppan. You say here: 

Mr. Bach discussed the history of Vinnell’s contract, of ICA’s contract with 
Rader, and agreement between the Lao Government with Universal. He ad- 
vised that Universal contract was about to expire and ICA/Washington would 
like to work out a program on which they could base an amendment to Vin- 
nell’s contract to include equipment maintenance and procurement of spare 
parts. He mentioned the continuation of Rader’s contract for engineering serv- 
ices only, and the possibility of a bridge improvement and a rebuilding program 
at an estimated cost of $650,000. He said that he did not know the attitude 


of ICA Contract Section but hoped that with a realistic program it would bk 
favorable. 


Does that refresh your recollection any as to what matters wer 
discussed, what contracts were discussed ? 

Mr. Erter. No; it does not. I do not remember the exact items 
that were discussed. It was just a general discussion. 

Mr. Monaaan. Thank you. There are no further questions. 

Mr. Harkins? 

(Witness was sworn by Mr. Monagan.) 
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TESTIMONY OF DANIEL J. HARKINS, WASHINGTON, D.C. 


Mr. Monacan. Mr. Harkins is appearing under subpena. 

What is your full name? 

Mr. Haris. Daniel J. Harkins. Address, 3911 Langley Court, 
Washington. 

Mr. Monacan. What is your— | 

Mr. Harkins. Commander, retired, USNR. Background: 21 years’ 
Reserve duty, 8 years’ service, including both wars; private, World 
War I, finishing with rank of sergeant. i ; 

Joined Naval Intelligence in 1937, had 7 years’ active duty, north 
Africa, England, France, Germany. ’ 

Education: Graduate of the Public Latin School of Boston, 1914; 
Boston College, 1918, degree of AB. Various special and night 
courses in basic accounting, basic law, and languages. . 

I am a competent linguist in French, German, and Russian, all of 
which I had occasion to use in Laos. 

Business experience: Prior to World War II, I was branch office 
manager of the Hamburg-American Line and North German Lloyd. 

After my duty in the war, was European sales manager for Pan 
American for a short while, came back to the States. Then I went 
to Germany, acting as political liaison officer in Berlin, part of my 
duties being relief liaison officer to the legal west sector government 
of Oberbuergermeister Reuter. Chief of the Intelligence Division in 
Land Bremen. Came back and then went back to Germany to work 
for the American Committee for Liberation, which is a privately 
financed American anti-Communist organization, being the manager 
of their transmitting radio station in Germany. Returned in late 
1956—and you usually ask the question how I came to be associated 
with ICA. Shall I answer that? 

Mr. Monacan. Just what is your present position ? 

Mr. Harkins. I was released by ICA as of June—no, August— 
last year. 

Mr. Monacan. And you are not employed at the present time? 

Mr. Harkins. I am not employed. 

Mr. Meaper. I would like to know how he came to be employed 
by ICA, too. 

Mr. Harkins. The last president of the American Committee for 
Liberation was Mr. Howland Sargeant, former Assistant Secretary of 
State. I had left Radio Liberation with a pleasant taste all around, 
and he had given me a letter of introduction to Mr. Richard Cook, 
who is in the Administrative Section of ICA. I saw Mr. Cook, 
and I believe he put my name before some panel for consideration. 

I negotiated with ICA from probably February or March of 1957, 
took my physical examination with Mrs. Harkins in May of 1957, 
was definitely engaged on July 12, 1957; commencing on the payroll 3 
days later. Had 6 weeks’ indoctrination—5 weeks is more accurate— 
of which 214 weeks were the general indoctrination given to all per- 
sons joining ICA, and the other 214 weeks were a particular orienta- 
tion in that I went around rather hurriedly to the various divisions 
or branch chiefs of ICA. 

I left on August 22, 1957, and arrived in Laos on September 5, 1957. 

Mr. Mraper. What was your position ? 
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Mr. Harxtns. I was the Executive Officer, sir. I would like to 
point out that I was apparently the 11th ina line of executive officers, 

Mr. Monacan. Executive Officer of what, for the record. 

Mr. Harxrns. Of the Mission in Laos. 

Mr. Reppan. You were the 11th? 

Mr. Harkins. Yes, sir. 

Mr. Reppan. In what period of time? 

Mr. Harkins. Since the Mission had been formed. Whether they 
were formally called Executive Officers or something else, the duties 
of an Executive Officer or those analogous thereto, had been performed 
by various persons; and I was told that I was the 11th in such a line, 

Mr. Mraper. You lasted a year? 

Mr. Harkins. I lasted from September 5 until June 16 when ICA 
requested my resignation. 

Mr. Meaper. You were in Laos at that time? 

Mr. Harkins. Yes, sir. 

Mr. Monacan. September 5 to what? 

Mr. Harkins. I left there actually on June 30, 1958. 

Mr. Reppan. Were you in the room when Mr. Ford was testifying 
this morning, Mr. Harkins? 1 

Mr. Harkins. Yes, sir. 

Mr. Reppan. During his testimony he was asked to comment upon 
a statement contained in a letter dated November 25, 1957, which he 
wrote to his home office in which he refers to a conversation he had 
with you, and he reported the conversation in this language. He said: 
Harkins stated that he had reason to believe that Putnam, with Robbins’ knowl. 
edge, was having the specifications so drawn as to fit Universal’s position. 
That is, he was there discussing the airport, the proposed airport con- 
tract. T would like to ask you, sir: did you make any such state- 
ment to Ford, and if so, what were the reasons which led you to be- 
lieve those statements ? 

Mr. Harkins. I do not recall using those exact. words. But I 
must state that I must have said something similar to that. 

Let me point out that regardless of what ICA’s manual says that 
an Executive Officer should do in Laos, he was primarily an adminis- 
trative officer and housekeeper. And then also in that position you 
come to be the one to whom many people come for guidance. 

Very often Mr. Ford of Vinnell, and Mr. George Whitehurst, who 
was the senior representative on the scene for R: ider, came to me to 
discuss this extraordinary condition which existed in Laos. 

Mr. Reppan. What condition are you referring to? 

Mr. Harxrns. I mean the thing which has been dev eloped here. I 
will answer specific questions—— 

Mr. Reppan. You are not referring to any specific project or pro- 
gram. 

Mr. Harkins. No; I do recall—may I also say that in my orienta- 
tion I had not been briefed on any of these aspects which I consider 
fantastic in Laos, and which I will develop under your questioning; 
and that one just felt his way along doing that which one thought 
was his duty and correct until the pic ture became clear. 

After I had been there about 6 weeks—I place this toward the end 
of November—there was considerable talk about the airport. which 
was in prospect and on which USOM and perhaps PEO—the Pro- 
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ams Evaluation Office—would have a joint interest. I recall con- 
siderable talk that the plans had been drawn up by a Mr. Smith, a 
salaried employee of TCI who I believe was living at Pam Pam at 
the time, that the plans had been photostated or multigraphed— 
whatever the technical phrase is—in Bangkok, and brought up to 
Laos. The talk, on the source of which I cannot put my finger, was 
to the effect that the plans were tailor-made for Universal and that 
there was too short a time limit. 

Mr. Meaver. Time limit for what? 

Mr. Harkins. To get one’s bids in, sir. That is what I meant. 

Mr. Monacan. That the time limit for bidding by companies who 
night be interested was so short 

Mr. Harkins. That they wouldn’t have much chance. I would 
like to say for the record—— 

Mr. Monaaan. They didn’t have any chance to get them in, is that 
right? 

Mr. Harkins. Sir, I never saw the specifications. I was not con- 
sulted. I would like to state for the record that 

Mr. Reppan. Excuse me. Are you referring to the ferry contract? 

Mr. Harkins. I am referring to the airport contract. The ferry 
contract had been consummated prior to my arrival on the scene. 

I would like to state that Mr. Ford came once to my residence, stat- 
ing in effect that he was very much disturbed about the situation 

Mr. Monacan. When was this, do you recall ? 

Mr. Harxrns. Sir, I can’t, unless in later testimony I am able to 
place it contiguous to something else, and I trust my chronology is 
correct. As I look back I wish I had made day-by-day diaries of 
what had occurred. But I am telling this as I recall it at this present 
juncture. 

Mr. Monacan. Excuse me, Mr. Harkins. 

Mr. McNamara and Mr. Erler may be excused. 

Will you go ahead. 

Mr. Harxrns. If I get too far afield will you direct me back on to 
the main track ? 

Mr. Reppan. Surely. 

Mr. Harkins. Mr. Ford came to my home one evening. He was 
very much disturbed about the contract for the airport and the figure 
of $750,000 was then being bruited about. 

Mr. Monacaan. $750,000 for the construction of the airport? 

Mr. Harkins. Sir, let’s say beginning charges, if I am using the 
correct phrase. 

Mr. Ford indicated that he thought his company was not being 
given a proper chance. I stated to him “You had better write to your 
people because they can make proper representations to ICA; and I 
suggest you write a formal note to the Director stating that you desire 
achance for your company to bid.” 

[ also recall that there were at least one and possibly two or three 
other American contractors who had Far East connections who came 
to Laos to look over the situation. One was brought into my office 
and introduced to me and I accepted his card, which I do not retain. 

Mr. Mraver. Do you know the name of the firm ? 

Mr. Harkins. Sir, may I ask: Was the name something like John- 
son, Lee & Piper ? 
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Mr. Reppan. Johnson, Drake, & Piper? 

Mr. Harkins. That is it. 

The field representative of that outfit gave me his card. 

To come back to this I have to state this, sir, as a general back. 
ground prior to answering the counsel’s specific request. 

Mr. Monagan. Several other contractors came to look over the sity. 
ation ? 

Mr. Harkins. Yes, sir. 

Mr. Monacan. What experience did they have, if you know? 

Mr. Harxrys. Sir, I don’t know. The only one that I distinetly 
recall coming into my office was this gentleman. ’ 

I would also like to interject the fact that we were a small com. 
munity of approximately 200 persons. 

Mr. Meaver. Two hundred Americans? 

Mr. Harkins. Two hundred Americans in the American colony, 
Very close. There were no secrets. Everybody knew everythin 
which was happening. And because we were quasi-isolated from the 
world there was practically no subject of conversation at the various 
gatherings, official or otherwise, beyond the scope of personalities and 
business. So that there was this general talk about the airport. 

In this connection I have suggested to Mr. Woods, I think, the 
names of one or two other persons who might perhaps be able to give 
more detailed information than I am giving. 

I think it is quite correct for me to state that for a while I did not 
function as Executive Officer in the larger, broader sense. 

In passing judgment on what is happening out there I should like 
to point out to the committee that my successor has 16 persons in his 
table of organization. My table of organization, I think the record 
will show, was 10 or 12. 

Mr. Monacan. Just what do you mean you didn’t function as Ex- 
ecutive Officer for a long time ? 

Mr. Harkins. Because there were so many pressing minute details, 
even using the phrase “putting out of brush fires,” that I did not 
have much opportunity to function at that time. And further. 
more 

Mr. Monaaan (interposing). You had the authority and the obli- 
gation to function as Executive Officer ? 

Mr. Harkins. Yes, sir. 

Mr. Monacan. And in the respects that you are talking about you 
did function as Executive Officer ? 

Mr. Harxrns. Yes. 

Mr. Monacan. Do you mean that you didn’t have time to look at 
the broad picture, something like that? 

Mr. Harxkrns. I was not invited into the broad picture. I would 
like to point this out. 

Mr. Monacan. Wasn’t it your obligation ? 

Mr. Harkins. It was, sir. I did at one time go to Mr. Robbins and 
state that I thought that as Executive Officer I was not quite cognizant 
of everything which was happening. I also recall that at the time 
that there was an evaluation group out there, a special group sent out 
from Washington, with whom I discussed aspects of the situation, I 
do recall that I went immediately, shortly thereafter, to Mr. Mes- 
segee, who was the Deputy Director, and I said, “I just don’t feel 








| that I an 


| 


scope 0 
Mr, M 
in mind ¢ 
Mr. Hi. 
tive Offic 
pro ram 
Mr. Mi 
the pictu: 
Mr. Ha 
Mr. Mc 
say ¢ 
Mr. H: 
ened to ¥ 
care of it 
Mr. Mc 
Mr. H: 
Mr. Mc 
Mr. Hz 
tive prob 
ing. As 
fore had 
Vietname 
as well. 
kept me v 
T shoul 
to Hong 
with an | 
have beet 
ordinate | 
and one ¢ 
to leave ] 
or 3 o’clox 
lam m 
Mr. Mz 
leave Lac 
Mr. Ha 
Mr. Mc 
Mr. Ha 
Mr. Mc 
Mr. H: 
Mr. Mc 
was made 
Mr. Ha 
lap with 
told me t 


About 3 ¢ 


of what 1 
and I anc 
panel, 
which is t 
Among 
sideratior 





amie eC 


UNITED STATES AID OPERATIONS IN LAOS 651 


that I am functioning right now as Executive Officer in the broader 
scope of knowing what is transpiring 7 

Mr. Monacan. In that connection, specifically what did you have 
‘,mind? In what regards were you not functioning ? ; 

Mr. Harxis. The “Manual of Operations” says that the Execu- 
tive Officer should be prepared to grant administrative support to 
program implementation. He should be brought into that picture. 

Mr. Monagan. In other words, you were not being brought into 
the picture ¢ : Oi, 

Mr. Harkins. For the first 3 or 4 months, that is right. 

Mr. Monacan. And when you told Mr. Robbins that, what did he 
say ! : 

Mr. Harxrns. I don’t recall anything much more than that he list- 
ened to what I had to say. I think he used the phrase “We will take 
care of it” or something like that. 

Mr. Monacan. But nothing happened 

Mr. Harkins. Nothing happened, no, sir. 

Mr. Monacan (continuing). So far as bringing you in. 

Mr. Harxins. I think I should also point out that the administra- 
tive problems in Laos for an Executive Officer were terrifically press- 
ing. As it has been brought out, the Lao were untrained. W e there- 
fore had to import many Burmese, Thai, Hong Kong Chinese, and 
Vietnamese to accomplish the basic needs of the Mission, and Filipinos 
as well. Those in turn created many personnel problems which just 
kept me very busy. _ , x 

I should like to point out also that with the exception of one visit 
to Hong Kong, one visit so close to the Chinese border in connection 
with an incident where we thought that two of our persons might 
have been snatched by the Communists—and I was sent up to co- 
ordinate and work with the Lao paratroops and the French Army— 
and one other previous visit to Luang Fiulana I had no opportunity 
to leave Laos and worked very, very continuously, sometimes until 2 
or 3 o'clock in the morning. 

Iam mentioning this so that my own 

Mr. Meaver. Didn’t you mean “to leave Vientiane” rather than “to 
leave Laos” ? 

Mr. Harkins. Yes, sir. 

Mr. Monacan. Do you know Haynes Miller? 

Mr. Harkins. Yes, sir. 

Mr. Monacan. Are you familiar with the report that he made? 

Mr. Harkins. Yes, sir. 

Mr. Monacan. What if anything happened to him after that report 
was made ¢ 

Mr. Harkins. I arrived on September 5, having about a 3-day over- 
lap with my predecessor, Admiral Moncey, (retired) USN, who had 
told me that there was a case coming up regarding Haynes Miller. 











About 3 or 4 days after my arrival Mr. Messegee, who was chairman 


of what we called a review panel, called me over to his office and he 
and I and Dr. Johnson, the head of education, comprised the review 
panel, Mr. Miller was given, as I recall it, a “1” on his fitness report, 
which is the lowest possible rating. 

Among the documents which Mr. Messegee presented for our con- 
sideration was a report by Mr. Miller which I thought was excellent, 
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factual, well written, and I believe it is the one which was Supported 
by photographs. 

We looked at the report and decided that not only did Mr, Milly 
have the right of appeal, but we had the duty to remind him that hy 
had the right of appeal from such a low fitness report. 

Mr. Reppan. Who had given him this low fitness report? 


Mr. Harxrns. I believe Mr. Harting, but I believe that such qa. | 


orts must not only be signed by the immediate supervisor, but mug 
e approved by someone senior to the immediate supervisor. 

Mr. Reppan. This is an efficiency rating? 

Mr. Harkins. Efficiency rating. 

Mr. Reppan. Performance rating. What was his prior perforp. 
ance rating ¢ 

Mr. Harkins. I don’t know, sir. 

Mr. Reppan. Do you know whether it was good, bad, or indiffer. 
ent ? 

Mr. Harxrns. Now, sir, I don’t. 

Mr. Reppan. This was a reduction in his performance rating? 

Mr. Harkins. I can’t say reduction unless I know what to com. 
pare with previously. I would say it is a very low rating. 

Mr. Meaper. What would be the top rating? 

Mr. Harrys. Six. Three would be passing. 

Mr. Reppan. This was a rating of one. Was the rating given after 
he had submitted his report ? ; 

Mr. Harkins. Sir, I can’t answer. The things were tied together, 

We looked at this report and I used my overworked cliche, “Did 
anybody put his arm around this boy and say he has done a pretty 
good job?” as I stated previously 

Mr. MonaGan (interposing). That was your opinion ? 

Mr. Harkins. Yes, sir; and I think concurred in by Mr. Messege 
and Dr. Johnson. 

We thereupon—at the close we agreed that not only did Mr. Mille 
have the right of appeal but we had the duty to remind him that he 
had the right of appeal. Mr. Messegee, as chairman of the reviev 
panel, was tospeak with Mr. Robbins about the report. 

Three or four days later I asked Mr. Messegee what had transpired 
and what he told me was to this general effect : that he had discussed 
it with Mr. Robbins; that Mr. Robbins had put two questions to him; 
“One, do you, Messegee, know the various symptoms of schizophre- 
nia? Two, have you read Dr. so-and-so’s book with reference to 
mental capabilities.” 

Around that juncture Mr. McNamara said to me 

Mr. Meaper. This is Ed McNamara? 

Mr. Harkins. Ed McNamara. He said to me, “When are you 
going to get this so-and-so out of Laos? He is persona non grata to 
the Lao Government.” Mr. Haynes Miller left, as I recall it, 10 days, 
2 weeks or thereabouts, thereafter. 

About 2 or 3 weeks thereafter I had occasion to discuss Mr. Miller’ 
situation with Mr. Yelton of the Embassy. Mr. Yelton told me that 
he understood that a dispatch had gone to Washington reflecting 
adversely on Mr. Miller’s mental competence. : 

Since I, during the war, had twice been required to relieve offices 
under fire for such things, and realized how fatal such a thing could 
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be in a man’s record, I considered it a matter of duty to discuss this 
with Dr. Fenech, the Embassy doctor. Dr. Fenech was extremely 
angry, said that any dispatch reflecting on anybody’s health or mental 
competence should have gone through the channels of his office since 
he was responsible for health factors of all American official person- 
nel and that he would look into the matter and he said furthermore 
that he, Dr. Fenech, would never let such a report go unless 15 psy- 
chiatrists examined the patient, and even then he would be very loath 
to do it because he realized what such a thing could mean in a man’s 
record. 

About 2 weeks later I saw Dr. Fenech and asked him what he had 
found and Dr. Fenech told me that he could find no such dispatch in 
the files. I thereafter assumed that Mr. Yelton had misread some 
dispatch. 

ut upon the occasion of my return to the States I met Mr. Yelton 
in Hong Kong and I brought up the instant. I said, “Al, did you 
misread this dispatch?” And he said, “No.” I have since discussed 
the matter with Mr. Messegee in Washington and Mr. Forman who 
was administrative officer under my cognizance, who have told me 
that they knew of such a dispatch. I would say, sir, that if such a 
dispatch is in the young man’s file, it is somebody’s duty to get it 
out. 

Mr. Mraper. You have not yourself seen the dispatch ? 

Mr. Harris. I have not seen it; no, sir. 

Mr. Meaper. But Mr. Yelton told you that he had seen it? 

Mr. Harkins. Yes,sir. Mr. Messegee 

Mr. Meaper. Mr. Messegee and Mr. Forman? 

Mr. Harnrns. Yes, sir. 

Mr. Meaper. At least three people told you that they saw this 

Mr. Harkins. I use the phrase that they knew about it. I did not 

ursue the matter to determine whether they had actually seen it. 

ut when I had had that confirmed by two or three persons I as- 
sumed its existence. 

Mr. Mraper. Mr. Chairman, I would like to ask the staff if we have 
a copy of that dispatch. 

Mr. Reppan. Mr. Meader, we tried to get a copy of that dispatch 
but the ICA claims that their personnel files come within Executive 
privilege and we have not been able to see those documents. 

Mr. Mraper. Have they admitted the existence of such a dispatch? 

Mr. Reppan. No, they won’t admit or deny the existence of it. 
They have denied us access to the records. 

Mr. Monacan. Do you have any further questions, Mr. Meader? 

Mr. Meaper. I would like to ask counsel further: was Mr. Miller 
aware of the existence of this dispatch ¢ 

Mr. Reppan. No, he was not, sir. 

Mr. Mraper. Apparently he doesn’t know it now ? 

Mr. Reppan. No, sir. 

Mr. Harkins. I discussed it I believe with him, sir, when he came 
back, 

Mr. Reppan. But he does not know of the existence of it. It was 
never shown to him. 

Mr. Mraper. I think we got far afield from what the original 
question was. It has all been very interesting and probably belongs 
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in our record, but I think you started to ask him about this tailop. 
made specification. 

Mr. Harxtins. I answered the question, sir, by my best knowledge 
and I tried to give the background of everybody knowing everyone's 
business, that there was considerable talk of the plans having been 
drawn up by Mr. Smith of TCI, resident at Pam Pam, processed gt 
Bangkok, brought back to Laos for action. 

I do recall on one occasion having to go to Mr. Robbins’ office and 
Mr. Putnam was there. Mr. Robbins had called me on some other 
item. If my memory serves me correctly they were discussing the air. 
port. I base that on either the fact that I heard the tag end of g 
phrase of conversation, or that I had seen plans before them. 

I was present when Mr. Ford was there, together with Mr. Cote 
and Mr. Putnam. And I do recall saying to Mr. Robbins that | 
would like to know more of what was happening on the important 
things that were transpiring, and I do recall saying something to Mr, 
Putnam that this involved a lot of money for the United States and 
that we had better make sure that all proper requirements were met 
with reference to opportunity for bidding. I did not pursue it fur. 
ther because the airport thing seemed to fade in relative importance 
and immediate attention. 

Mr. Meaper. I would like to get to your conversation with Mr, 
Ford. As I gathered it from the previous testimony he indicated 
that you had heard from somebody that the specifications for the air- 
port job were tailormade for the Universal Construction Co.? 

Mr. Harxins. I had heard that; yes, sir. 

Mr. Meaper. And that the time for bidding was so short that no 
one but Universal was able to make a bid ? 

Mr. Hargins. Yes, sir; 1 had heard that. 

Mr. Meaper. From what source had you heard that ? 

Mr. Harkins. I think Mr. Reed. ‘This is my best memory, Mr. 
Reed had discussed it with me. 

Mr. Meaper. Who is Mr. Reed 4 

Mr. Harkins. Sam Reed, who was acting as procurement and 
contract officer. I think the record should show—— 

Mr. Meaper. For the Mission ? 

Mr. Harkins. For the Mission; yes, sir. The record should show 
that we were terribly shorthanded and that everybody had to “wear 
two or three hats.” 

Mr. Meaper. Is that the only source from which you got this in- 
formation ¢ 

Mr. Harkins. Sir, it is my best belief I heard it from other sources 
but I cannot so identify them. 

Mr. Meraper. I would like to go back to this dispatch again. Your 
first information about this dispatch came from Mr.—— 

Mr. Harxrns. Yelton. 

Mr. Mraper. Of the Embassy ¢ 

Mr. Harkins. Yes, sir. 

Mr. Mraper. Who sent the dispatch ? 

Mr. Harkins. I don’t know. 

Mr. Meaper. He didn’t tell you that ? 

Mr. Harxins. No, sir; just that he had seen the dispatch go 
through the Embassy files. 
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Mr. Meaver. What was his position with the Embassy ? 

Mr. Hargis. Mr. Erickson can correct me. Was he administra- 
tive or political affairs officer ? 

Mr. Erickson. Political affairs officer. 

Mr. Meaver. He didn’t tell you, and you didn’t inquire, as to who 
had sent the dispatch relating to Mr. Miller’s mental competence ? 

Mr. Harkins. It was my belief, sir, that if Dr. Fenech could have 
located the Embassy copy of that dispatch, we could have then seen 
who was the originator and clearer. 

Mr. Meaver. Did Dr. Fenech, after your conversation with him, 
seek to get a copy of that dispatch ? 

Mr. Harkins. Yes, sir; he told me he did. He told me that he had 
made a search through the Embassy files and could not find it. 

Mr. Meaver. He could not find it? 

Mr. Harkins. That is correct. 

Mr. Reppan. Mr. Chairman, I would just like to modify my state- 
ment a bit with respect to these records. It is my best recollection 
that the ICA refused these records to us on the basis that by statute 
they could not give them to us, and they said that they had referred 
the matter to the Justice Department for an opinion. 

Mr. Monacan. I would like to have the record show that Mr. 
Meader will act as chairman, and that Mr. Griffin and Mr. Meader are 
here and constitute a quorum under the committee rules. 

I have to leave. 

Mr. Mraper (presiding). Perhaps this is out of order and I don’t 
want to interfere with the line of questions of the counsel, but my 
curiosity is aroused. 

You said you were asked to resign by ICA? 

Mr. Harkins. Yes, sir. 

Mr. Meaper. On June 16, 1958? 

Mr. Harxrns. That is right. 

Mr. Mraver. Do you know why? 

Mr. Harkins. No, sir. May I point out that I had been ordered by 
the U.S. Navy to accomplish my training duty, to leave May 1, fly up 
to Subic Bay and come down with the minesweepers. When I pointed 
out to the Acting Director Mr. Adler, that 1 had to perform this 
Navy duty, Mr. Adler said: 

We need you very much here. While I don’t wish to interfere with your duty, 
if you can postpone this duty we will appreciate it. 

And a classified dispatch, which I will paraphrase—which was ap- 
proved by Mr. Adler and amended by the Ambassador—was sent to the 
commanding officer of the U.S. Navy, Philippines, stating in effect: 

Prime U.S. considerations will be served by the continued presence of Com- 


mander Harkins provided no prejudice to his record. We request deferment of 
his orders. 


Subsequently I pointed out again that I had to perform my duty 
before June 30, and Mr. Adler said: 


We will need you very much at the end of the fiscal year. Will you please 
expedite. 
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So a second dispatch was sent off, approved by Mr. Adler, ang 
amended and released by the Ambassador which again said: 
Prime U.S. considerations will call for the presence of Commander Harkins here 
at the end of the fiscal year, provided it fits into Navy plans. We request 
Commander Harkins’ orders be expedited. 

The Navy sent a dispatch back saying : 
We will give him his orders when he arrives at the scene. 


I reported to the Navy, did my duty on the U.S.S. Carronade off the 
Philippine coast, and I flew on an air patrol off the China coast, | 
arrived on June 12, and on June 16 
Mr. Meaper. Arrived where on June 12? 
Mr. Harxrys. Back in Laos from my Navy duty. And on June 16 
I was handed a letter dated June 4, signed by Mr. Stevens, stating in 
effect : 





We made a review of your record and we have decided that you do not haye 
the necessary detailed information for the job. If you do not resign, we wij 
process you out under inability to qualify. 

Mr. Meaper. Who is Mr. Stevens? 

Mr. Harxins. Mr. Stevens was then the personnel officer, ICA jn 
Washington. 

Mr. Mraper. How long were you actually on the naval duty? 

Mr. Harxkrns. I would say 16 days, allowing passage to and from, 
I believe I left the Mission on May 24, and arrived back on June 19, 

I have copies of those orders. 

Mr. Meapver. Mr. Harkins, you were advised, when you left for this 
naval service, you were in great demand there at Laos? 

Mr. Harkins. Yes, sir; and I would like to point out that when 
Mr. Adler arrived on the scene in January I used the phrase to him, 
“Mike, I am very glad you are here.” He said, “I can assure you 
that Washington is very glad to have you here, a man of your in- 
tegrity,” maturity or solidity. 

Later on I told Mr. Adler I was a bit concerned that some of my 
administrative reports, like those of other Missions in the area, were 
a bit delinquent. And Mr. Adler said to me: 

Maybe you can worry a year from now when you shall have a smooth running 
organization. But Washington knows very well what you are up against now. 

So, to answer your question, I had thought that I was performing 
my duty satisfactorily. I have an effective record as an administrator 
and executive, and I received absolutely no intimation that my per- 
formance of duty was less than satisfactory. 

Mr. Meaper. No reprimands? 

Mr. Harkins. No, sir. 

Mr. Meaver. By any superiors at USOM? 

Mr. Harkins. No, sir; not in any way. 

Mr. Meaper. Did you have any efficiency ratings during this 
period ? 

Mr. Harkins. I have been shown noefliciency ratings. 

I think the regulation requires that once a year an efficiency record 
must be made up, or just prior to your departure. 

Mr. Meapver. Do you have any idea what led to the request for your 
resignation ? 
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Mr. Harxrns. Sir, I will quote Mr. Burns, the auditor of ICA, 
who came out there in connection with the Haynes Miller affair, and 
who told me that I had been most cooperative with him in giving in- 
formation relative to this extraordinary situation of | niversal and 
all its ramifications. W hen the thing occurred, Mr. Burns said to 
me “Why don’t you fight it?” And I used the phrase, “You are licked 
ynder this 2-year probationary clause.” When I came back I saw 
Mr. Burns in one of the ICA offices on two occasions. He used the 
phrase that he thought I “had received a dirty deal”—I am quoting 
fins almost verbatim as I recall it—and that he had so expressed him- 
self to his seniors. 

It is extraordinary to me, sir. I have an excellent record, naval 
and civilian. I have some commendations from a_congressional 
committee and the Navy seniors for the work which I had done in 
the interest of the U.S. Government. And I had opposed from the 
very start Universal and Bird, whose name has been mentioned here, 
and I had come into difficulties with Dr. Marion Ekert. __ 

Mr. Meaper. Were you having any difficulty of any kind with 
Universal about the time of your dismissal, or the request for your 
resignation 

Mr. Harkins. When I arrived on the scene I found, after I got 
into the picture, that Universal owed us approximately 10,000 gallons 
of gasoline, about 5,000 gallons of diesel, various hundreds of gallons 
of other types, or pounds, of lubricating oil, and so forth. 

Mr. Mrapver. You say they owed us? 

Mr. Harkins. Yes, sir. May I explain that a bit. 

Mr. Mnaper. Yes, sir. 

Mr. Harxins. Funds are normally divided into three categories. 
One is the program funds, which is funds set aside by agreement be- 
tween the U.S. Government and this other government for funds 
to be used for a certain specific purpose, and I believe the program 
funds in Laos were between $13 and $15 million. 

Under the terms of the agreement you may hold back a certain per- 
centage—in this case about 10 percent—of those program funds for 
what they called technical support funds. 

An excellent example of the proper use of technical support is the 
chartering of this plane from Willis H. Bird, because the plane is used 
in the general interest of mission police technicians one day, com- 
munications technicians another. Since you cannot split up “X” 
dollars by day to each item, and where there is this common or joint 
utilization of a facility the two sovereign countries and the host 
country agree to set aside a certain amount of funds for what they 
call technical support. 

We purchased out of technical support gasoline, which again was 
quite proper because if you have gasoline feeding a generator, which 
m turn services the houses of a technician that basically is in ac- 
cordance with the agreement between the countries. 
if you bring out, let’s say, an agricultural technician to Laos, whose 
salary is to be charged against the agricultural allotment of the pro- 
gram funds, part of the normal agreement is that although we pay 


the man in dollars, the host country is obliged to furnish adequate 
and decent living conditions. 


Because, sir, 
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Since Laos in many aspects borders on the primitive and could not 
furnish this housing, we thereupon used houses which were Purchased | 


out of program funds for the primary utilization by these technician | ol 
So that we had on the compound many drums of gasoline. 1 ala 
Mr. Meaper. How did Universal get this gasoline? vill be 
Mr. Harxins. Universal had been given it by the Mission appar. "I subs 


ently for programing, for road work. I would like to mention a gi¢ ch sta 
issue, because at one time Mr. Ford came to me and asked me jf] | shee 
would let him have 40 or 50—I think 30 or 40 is more correct—drung Mr. Rol 
of gasoline out of our technical support gasoline for road constrp. such ins 





tion. I told Mr. Ford that I would give him five or six drums fy Subse 
the service of the Americans in the little compound he maintaine, | Mr. Me 
but that I would be accursed if I would give him one single drop for iving } 
the road program since the United States had already given the Lap; ow ab 
Government sufficient funds for gasoline for road construction out of | had sai¢ 
strictly program funds. And I told Mr. Ford that he could tell th | whichn 
Laos road people that they wouldn’t get another drop from me | further 

Three or four days later Mr. Ford came to me and in a laughing | Burk or 
way said, “I told them you wouldn’t give them the gasoline, anj | Mr. 
they found 30 or 40 drums”; and that he proceeded with that road | Mr. B 
construction, or whatever he had been doing for them. [Security of gasol 
deletion.] So, at the time that the U.S. Government was in serio Mr. 
negotiations with the Lao Government relative to currency reform, Mr. B 
Mr. Norman McKay, of Universal, came to my office with a letter Mr. 
in French, signed as I recall it by one of the assistants to Mr. Tiao Mr. H 
Souk, in which it said, in effect, “Please let us have 150 drumsof | Mr.R 
gasoline which we will give you back when the United States later Mr. B 
releases funds to us.” I refused Mr, McKay the gasoline, Then, 

Shortly thereafter, Mr. Monroe Burk came to my office with Mr | what ws 
McKay and told me charge « 

Mr. Mraper. Who is Monroe Burk? total wa 

Mr. Harkins. Mr. Monroe Burk was one of the staff, he was— the othe 

Mr. Vicror Morcan (ICA Laos desk officer). He was Assistant | 5,000 ga 
Director for Economic Policy. lubricat: 

Mr. Harkins. He was the Assistant Director for Economic Policy. Mr. R 

Mr. Mraper. Of USOM? Mr. H 

Mr. Harkins. Of USOM. He came to my office with Mr, McKay Mr. M 


and told me that Mr. Robbins had said to give Universal all the Mr. E 


gasoline that they wanted. I thereupon prepared a brief memo Mr. F 
randum to Mr. Robbins, in which I pointed out the amount of gasoline | Mr. H 
which Universal owed us, our consumptive factor for the Mission, ou Mr. ¥ 
time lag in getting gasoline delivered, and pointed out to him that 2,200 ga 
such an action would tend to strip the Mission. I thereupon considered Mr. ¥ 
it a matter of duty to go immediately to the Embassy to talk with the brought 
Ambassador. ° Mr. ) 
I spoke with Mr. Bacon, the Chargé d’A ffaires, who told me that he gotten s 
thought my position was correct, and then we spoke with Mr. Parsons Mr. H 
[ pointed out to Mr. Parsons that I thought it would be incorrect for Mr. M 
ICA to give all fuel requested, but that I was a bit concerned, becaus Mr. B 
Mr. McKay had mentioned something about getting the equipment | 8sor tc 
under cover. And I used the phrase “I would like to. give them | and I m 
little gasoline. Otherwise if I don’t give it to them, and if thet cognizar 
statement is correct, the U.S. Government will ultimately pay throug r. 
. not the f 
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the nose for things.” The Ambassador said, “You have acted cor- 
rectly; you may give them a limited amount in order to protect our 
investment - ry to get an agreement from them when the stuff 
will be returned. 

[ subsequently saw Mr. Robbins who told me that he had made no 
such statement to Mr. Burk. I said to Mr. Robbins, “Let’s get Burk 
in here one way or the other and find out what is incorrect.” And 
ie nohine oo “Let’s drop it. But I did not give Monroe Burk 
suc 

Subsequently, when Mr. Burk came to my office, as I recall it, with 
Mr. McKay, I said to him, “Monroe, Mr. Robbins absolutely denies 

iving you such blanket authority to order me to give that gasoline. 

ow about it?” He said, “Well, Putnam told me that Mr. Robbins 
had said this.” Since I was quite busy, and I had accomplished that 
which my duty indicated to me was correct, I didn’t pursue the matter 
a ve th have a showdown between Mr. Robbins or Mr. 

urk or Mr. . 

Mr. Meaver. So you gave Universal this 10,000-—— 

i. Oh, no, sir. I only gave them, I would say, 40 drums 
0 5 

Mr. Mzaver. 40 drums? 

Mr. Harrys. Yes, sir. 

Mr. Meapver. They wanted 150? 

Mr. Harxins. They wanted 150. 

Mr. Reppan. Did you try tocollect from Universal ? 

Mr. oo Yes, sir. 

Then, as the picture became clearer and I became mo 
what Was happening, I asked that Thai, who was the bocliibenat = 
charge of supplies to let me know what Universal owed us. And the 
total was, as I recall, and Mr. Woods can verify the figures one way or 
ae ee, 10,000 gallons of gasoline, approximately 
Sictoeting itern 2 iesel oil, and a large quantity of various types of 

= — ee know what the dollar volume of that was? 

Mr. Meaver. How many gallons in a drum ? 

- 2 ae oe figure 55 gallons in a drum, sir. 

. Reppan. Could you place any dollar v: hat ? 

Mr. Hargins. No, wht a" ee es 
ep eallons Then you gave them 40 drums. That would be only 

Mr. Harkins. But that, together with wl 7 
— the total then up to about 10,000. Set a ee 
ae mean before you gave them some gas they had 

Mr, Harkins. Oh, yes, sir. 

a — From predecessors ? 

r. Harkins. It had been very obviously tl i 
cessor to give Universal gasoline out of this soo eaation oat aie 
and I must be honest to say that I continued to d so talaltieanaiae 
snizant gree eee ued to do this until I became 

r. Meaper. Then this 40 drums that you i 

s that are talk ‘ y 
not 2 “ng time you gave Universal gas? ~ Nie 
—59—438 
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Mr. Harkins. No, sir. 

I believe that in the time between my arrival on station, of aboy 
September 5, 1957, and this episode which I placed toward the end of 
October or the first part of November 1957, my general services of. 
fieer—and I am responsible for all the acts of everybody who is work. 
ing for me—had given them some small amounts, and he would cong 
to me and say, “May I give Universal gasoline.” I had never beg, 
briefed as to what this entailed. It was only after a study of thy 
situation and where I saw that Universal had only given lipseryig 
in returning gasoline, because of the hundreds or the scores of druns 
of gasoline which had been given Universal, they had returned some 
small amount like 20 or 30 drums. 

So that to summarize, prior to my assuming the duties as Executiy 
Officer it had been the practice of the Mission to give Universal (op. 
struction Co. gasoline in varying quantities, of which they had p. 
turned a minute part. 

Mr. Meaper. Universal had been getting this gas all the time, bu 
when Mr. Ford of Vinnell came along you turned him down? 

Mr. Harkins. That was after, sir, I had had my distinct ordex 
from the Ambassador to—let’s say the distinct permission from th 
Ambassador. That I think occurred in November. After that june. 
ture I gave Universal nothing. 

Mr. Reppan. Mr. Meader, if I may interrupt at this point, I have 
before me one of Mr. Ford’s letters, back to his home office on about 
December 28, 1957, in which he refers to this in two short paragraphs, 
if you wish. 

Mr. Mraper. Yes. 

Mr. Reppan. That may refresh Mr. Harkins’ recollection. My 
Ford says: 





Harkins, Executive Officer for USOM, called me in this morning and showed me 
two letters he had written to Universal. One demanded return immediately of 
some $10,000 of gasoline— 

Mr. Meaper. Dollars? 

Mr. Reppan. This says $10,000. 

Mr. Mraper. Were you thinking of gallons? 

Mr. Harkins. Gallons. That is a clerical error. 

Mr. Reppan (reading) : 
The other the surrender of USOM quarters being used by Peabody and the re 
turn of some vehicles which were being used by them which were not part of 
the yellow equipment. 


He said this: 


We are depending on Vinnell to stand firm. If he should weaken, we won't 
have much to stand on. * * * Peabody and Bird will have everything. As 
you know, it was * * * recommendation, and later expressed in almost identical 
words by Cote and Putnam in my talk with Robbins on November 26 that the 
contracts of Vinnell and Rader be canceled and that the entire work in. Laos be 


given to Universal Construction Co. 


Does that place the date for you? 

Mr. Harxrns. Yes, sir, around December. 

I would like to emphasize, Mr. Meader, there was no contradic: 
tion between my giving this gasoline at that particular juncture t0 
Universal and they never received anything thereafter, and my sub- 
sequent refusal to give to Mr. Ford. 
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I would like to emphasize that when I discussed this with Mr. 
Ford, we discussed the possibility that my refusal would undoubtedly 
mean delivery to Mr. Ford of gasoline to accomplish the program. 
Mr. Ford did agree, and he said to me something like this: “Dan, I 
am glad you are standing frm. Guard the gasoline. 

Mr. Mraper. VW hen did you put the heat on Universal to return 
this gasoline 

Mr. Harxins. There were three or four letters which I sent. As 
I reeall, the first one was around December 10; in which I wrote to 
Universal two letters, one that they owed us this amount of gasoline, 
and the other that they owed us a certain amount of equipment. And 
[said I would like them to arrange to return it. I said I would even 
be willing to consider getting it by quarters, because I didn’t want to 
strip the road program, but that I considered it U.S. property and 
4 proper obligation of Universal to return to us. 

The record will show that I sent them at least three letters demand- 
ing the return of this. 

Mr. Meaper. You have gone into this in response to my question 
of whether or not you had any idea why you were separated from 
ICA. Are you suggesting to the committee that the pressure you put 
upon Universal to return Government property had some connection 
with your leaving ICA ¢ 

Mr. Harxrns. I think it is very possible, sir. 

Mr. Meaper. Do you have anything in addition to a suspicion ? 

Mr. Harkins. No, sir, except the remark of Mr. Burns, who had 
told me that he thought I got a dirty deal, and that he had so ex- 
pressed himself to ICA, and that he had thought my trouble origi- 
nated in Washington. 

Mr. Meaver. Did you get in anybody else’s hair besides Universal ? 

Mr. Harkins. Yes. 

Mr. Meaper. Who else / 

Mr. Harkins. | got in hair because at one time some Amer 
ican reported to me that had said he could run anv American 
out of Laos that he wanted to, and I had said, “You can tell the so 
and so he can run me out any time he jolly well pleases.” 

Mr. Mraper. Besides * * * and Universal, did you get in anybody 
else’s hair out there ? 

Mr. Harkins. I think I came in conflict with Dr. Eckert. 

Mr. Meaper. Dr. Eckert was a woman ? 

Mr. Harkins. Dr. Eckert came to Laos from Saigon. The record 
should show that she was married at one time to a Kingsley Eckert, 
who I believe was a hospital administrator employed by the U.S. Gov- 
ernment in Saigon. She came to Laos that is as was reported to me 
about January of 1957, under contract to the Mission to act as Mission 
doctor. Then when that contract was terminated she went to the 
Embassy to act as Embassy doctor there, since at the time the only 
medical personnel they had was a trained nurse. 

Since the State Department sent out their own doctor, Dr. Fenech, 
Dr. Eckert’s use—let’s say “needs” by the Embassy terminated, and 
Iam told she was picked up almost immediately by Universal at a 
salary of $1,000 a month. 

Mr. Mraper. As company doctor? 


Mr. Harkins. As company doctor. I think, sir, it had been told to 
me— 
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Mr. Meaper. Did you say you got in her hair, too? 

Mr. Harkins. Yes, sir. 

Mr. Meaper. How did you get in her hair? 

Mr. Harxrns. I had come into conflict with Dr. Eckert on two op 
three issues, one of which I considered major and the other two I gon. 
sidered minor. 

When I arrived, one of the items under the cognizance of the ge. 
curity officer is the proper utilization of that airplane, the Beech. 
craft, which was hired by the U.S. Government from Willis Bird, and 
for which we had set aside approximately $130,000 in our technical 
support budget. 

Mr. Meaper. For 1 year? 

Mr. Reppan. For 1 year? 

Mr. Harxins. Yes, sir. 

When I arrived out there, may I also state that it was also Mission 
pokes that if a plane, a Government plane, was going down to Bang. 

ok or any other place, if there were space available, without inter. 
fering with the payload, it was customary to allow wives and others 
to go along with their husbands just to give them the break from 
Vientiane. 

Shortly after I arrived there I received the impression that this 
perquisite or privilege was not being made available to all personnel 
of the mission; and to overcome any possible untoward feelings | 
issued an order stating that any wife who wished to go on the Mission 
planes should register on the blackboard in my office; which would 
show that there was a proper priority and that nobody was given 
precedence over anyone else. 

Shortly after I issued that bulletin there was a meeting to be held 
down in Bangkok, to which Mr. Robbins would have been required 
to be present. But Mr. Robbins was being called to Washington in 
connection with other questions. 

Mr. McNamara presented at my 

Mr. Meaper. This is Ed McNamara? 

Mr. Harkins. Ed McNamara. I would like to point out also that 
in addition to the money factor, the Executive Officer had a tremen- 
dous responsibility for the lives of those for whom he had cognizance. 
And since the airplanes in the Laos area I felt did not meet all CAA 
and other requirements, I was quite concerned that this Beechcraft 
which did meet CAA requirements, and piloted by competent Amer- 
icans, should be available as much as possible for our own people in 
order to reduce the risk factor. 

Shortly after I had put out this memorandum stating that people 
should let me know so that if it were on the blackboard nobody could 
take offense, because they could see that people were being handled by 
a priority of requests, Mr. McNamara came to me with an order for 
the airplane to go down to Saigon because Mr. Robbins, in his absence, 
had designated Mr. Morgan and Mr. McNamara to represent him, at 
this particular conference in Saigon. And the manifest, or the request 
for transportation showed Mr. Morgan, and Mr. McNamara, Mr. 
McNamara, Miss McNamara, and Dr. Eckert to go down to Saigon. 

I was quite angry because I felt that there was no need of the— 

Mr. Meaper. Was Dr. Eckert at that time a U.S. employee? 
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Mr. Hargis. No, sir. She was a U.S. citizen working for Uni- 
There was really no need of this since there were commercial flights 
out of Vientiane to Saigon, the round trip rate being, I think, about 

r person. B 

So that an out-of-pocket cost to the U.S. Government to have taken 
Mr. Morgan and Mr. McNamara would have been approximately $180 
to $200. But since the plane normally costs us $130 an hour and the 
fight down there, I think, was about 4 hours, there would have been a 
cost of considerably more dollars to the US. Government for the use of 
that plane that way. But what disturbed me was the fact that it was 
taking the airplane out of service. 

The record will show that I, in my office, had scheduled the airplane 
to take some technicians to one of the outlying districts, and this can- 
celed it, but it was countersigned “CBR” which I took as an order, 
with no chance of discussing it any further. 

Mr. Meaver. Countersigned what ? 

Mr. Harkins. Countersigned by Mr. Robbins. 

The airplane was then scheduled in the—I had planned to bring 
the plane back from, Saigon even though it cost more money, in order 
to have the plane available for American citizens, and Mr. McNamara 
phoned me to say that Mr. Robbins had said that under no circum- 
stances should the plane not be available for the return passage from 


Saigon. 

Thad made it quite, quite clear that I didn’t like this, and I am sure 
it got back to Dr. Eckert. As a matter of fact the plane, on an interim 
journey, had hit a buzzard, was rendered inoperative, so that Mr. 
Morgan and Mr. McNamara actually made the flight from Vientiane 
to Saigon, I think by commercial] flight. 

eng Hit a buzzard ? 

Mr. Harkins. Yes, sir. That happens occasionally. We had four 
men aboard and I think the pilot did a beautiful job in bringing her 
down. 

Mr. Mraper. To summarize it 

Mr. Harkins. I came in conflict with the lady on several occasions, 
and I am, afraid I expressed my opinions very vigorously, and as I like 
to point out, there were no secrets in Laos. 

r. Meaper. In other words you had the feeling that your dismissal 
from ICA resulted from your Ses persona non grata to various 
people, including Universal and Dr. Eckert. 

r. Harkins. I will say that is an extreme possibility, because 
otherwise it just doesn’t make much sense. 

Mr. Mraper. Because you had had nothing but commendations by 
your superiors in the Mission ? 

Mr. Harrys. I had been given commendations, my Navy orders 
had twice been altered as being in the interests of the U.S. Govern- 
ment, Mr. Adler discussed with me next year’s problems, ICA Regu- 
lations 466.1 point out that if anyone is derelict—unable to qualify— 
he should be given discussion or warning by his senior so that he may 
have a chance to improve himself. 

Mr. Mraper. You were not given such a warning? 

Mr. Harkins. No, sir. 


Mr. Mraver. Have you since your dismissal discovered any more 
about the reasons for it ? 
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a job, and because your Form 57 requires you to state whether or 
not your resignation has been demanded because you were unable to 
perform—I discussed this with Civil Service. I went to Mr. Yargey 
of the administrative branch, I used the phrase that I considered my 
dismissal brutal and made it almost impossible for me to get another 
Government job. Mr. Yarger said that he would discuss this With 
Personnel, and about 2 weeks later I went to Personnel, seeing a Mr 
Walden. Mr. Walden told me that he couldn’t give me any lette 
tracting the demand for resignation, but that he would put Into the 
file a letter stating in effect that I had acted honorably and with in- 
tegrity and my work habits were good: there was no complaint about 
my performance of duty, but'that the Mission required a man with 
long experience in various ICA matters. 

I asked Mr. Walden for such a letter to be attached to future ap- 
plications I might make for Government jobs, and Mr. Walden then 
told me that he didn’t think he could give me a copy of that. 

Then I went to Civil Service and made my statement, and on every 
Form 57 I have—because the law requires it—made such a statement. 

Finally, on March 5, this year, Mr. Walden did—I had. found 
difficulty in getting a Government job—Mr. Walden did finally. give 
me a letter which I have put on record with Civil Service and which 
I can attach to my Form 57, 

Mr. Harpy. Did you ever have an opportunity to examine your 
personnel file? : 

Mr. Harkins. No, sir. 

Mr. Harpy. To determine what derogatory information was in it? 

Mr. Harxkrns. No, sir. 

Mr. Harpy. If you authorize me to ask for it I will ask for it now 
and see if we can get it. 

Mr. Harxrns. Yes, sir. . 

. Mr. Mraper, Are you willing for the committee to have access to 
your personnel file? 

Mr. Harkins. Yes,sir. I wish you would. 

Mr. Mraper. You would be glad to have.us get it? 

Mr. Harkins. I would love to. 

Davin Lazar (ICA). I am afraid we will have the same problem 
with that as we have with the other, Mr. Chairman, the Performance 
Act. 

Mr. Harkins. May I also state that when I was told by Mr. Adler 
about this demand for resignation, with the alternative of being 
processed out for inability to qualify, I stated to Mr. Adler that I 
was quite surprised because I thought I had been doing a decent job, 
and ICA knew very well what I had to offer and what I didn’t have 
to offer. And I had given them my commendations from the Navy, 
certain’ commendations from FBI, a letter of thanks from a con- 
eressional committee many years ago for my work against the Nazis 
and Fascists. I say this with a minimum of emotion. 

I have an excellent record and I have served my country properly. 
You may look at my file. 

Oh, yes, and then Mr. Adler also stated to me, I said, “What is this 
all about?” He said, he used the phrase, as I recall it, “There 1s 
certain sensitive information I.can’t tell you,” and either then or 
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subsequently he used the phrase that “it was in the overall interests 
of the United States that I be relieved of my duties.’ 

Mr. Harpy. Who made that. statement? - 

Mr. Harxrss. Mr. Acler; who was Acting Director. 

Mr. Harpy. Where is Mr. Adler? 

If we can’t have access to the personnel files, 1 would like to have 
Mr. Adler made available to the committee. Is he still working for 

YA? 
— Morean. He is the Executive Officer for the Regional Office 
of the Far East in International Cooperation Administration/Wash- 
ington. ; 5 : 

Mr. Harpy. Then he will be convenient. 

Mr. Morcan. Yes, sir. 

Mr. Harpy. I would like to have him available and I would like 
to have him prepared to specifically testify to the basis for such a 
statement as that, if he made it, and if he didn’t then I want him to 
testify in detail concerning what he knows about the contents of that 
file. ; , 

We will notify him when we want him. We will not schedule a 
meeting as of now. 

Mr. Harkins. I have gone afield, but Mr. Reddan did not bring me 
back on the main track, because each item, sir, has so many subitems 
that you can get into a discussion. 

Mr. Meaver. Do you feel that you have covered your experience 
inthe mission in Laos ? 

Mr. Harkins. I tangled with Mr. Peabody—— 

Mr. Harpy. Let me get back on another phase here now. I don’t 
want us to get into any comments involving Lao officials. And if 
there have been any, I want to specifically request. the press that they 
not make any reference to them, because if I had been here I would 
not have permitted it. 

Mr Harkins. I trust, sir, you will not think that I have violated 
confidences. It has been mentioned two or three times before. So 
I hope I was not violating a confidence. But the chairman has 
taken care of it. 

Mr. Harpy. Do you have any further questions? 

Mr. Reppan. No, sir. 

Mr. Harpy. The committee will go into executive session. 

We would like to have Mr. Robbins and Mr. Ford remain. 

The open session will stand adjourned. 

[et the room be cleared except for Mr. Ford and Mr. Creyke, if 
he cares to have him. 

(Whereupon, at 1:13 p.m., the hearing was adjourned, to go into 
executive session. ) 
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FRIDAY, APRIL 17, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a.m., at 
the George Washington Inn, Hon. Porter Hardy, Jr. (chairman of 
the subcommittee) presiding. 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, John S. 
Monagan, and George Meader. ; 

Also present: John 'T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel ; Miles (J. Romney, counsel; Walton Woods, staff investi- 
gator; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mrs. Kee, Mr. Monagan and 
myself, constituting a quorum under the committee rules. 

Mr. Reppan. I believe we called this meeting this morning pri- 
marily for the testimony of Mr. Harting. 

Is Mr. Harting here? 

(The witness was sworn by Mr. Hardy.) 


TESTIMONY OF HARRY L. HARTING, FORMER CONTROLLER, U.S. 
OPERATIONS MISSION, LAOS (PRESENTLY WITH INTERNA- 
TIONAL COOPERATION ADMINISTRATION, WASHINGTON) 


Mr. Reppan. Mr. Harting, will you please give the reporter your 
full name and address ? 

Mr. Hartine. Harry Lloyd Harting. My present—— 

Mr. Reppan. That is H-a-r-t-i-n-g? 

Mr. Harting. That is right. 

Iam staying at the Presidential Gardens Hotel, in Alexandria. 

Mr. Reppan. What is your home address, sir? 

Mr. Hartina. I claim French Creek, W. Va., as my home address. 

Mrs. Kez. What county is that ? 

Mr. Harting. Buchanan, I guess. 

Ihave been there a few times, but my furniture, what I have, is 
there, that is why I call it home. 

Mr. Reppan. Mr. Harting the accoustics in this room are very bad. 
Please keep your voice up so that we can hear you. 

Would you give the committee a brief biographical sketch of your 
education and experience ? 
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Mr. Harrine. After graduation from Sterling Township High 
School—Sterling, Ill., where I was born—1 year later, after ] fo 
ished business college in the same city, I studied accounting with 
LaSalle Extension University and followed that up with a course 
a complete course in advanced accounting with the International 
Accounting Society, both of Chicago, Ill., then residence classes in 
specialized accounting courses and CPA review work with Centra] 
YMCA College in Chicago, Walton School of Commerce in Chicago 
Loyola University in Chicago, and finally in Fenn College in Cleye. 
Jand, Ohio. 

In October 1945 I took the CPA examination in Ohio and passed 
and was awarded my certificate early in 1946, and joined the Ohio 
Society of CPA’s in 1946 and the American Institute of Certified 
Public Accountants in 1947, 

Do you want my work history ? 

Mr. Reppan. Yes. 

Mr. Harrine. I started work in June of 1925. For the next 17 
years at various places I was accountant, auditor, quite a variety of 
different concerns, 3 and 4 years in each place. ' 

Mr. Reppan. What was the concern that you were associated with 
immediately prior to going to the ICA? 

Mr. Harrine. Beginning in April 1942, up to October 1949, at 
which date I signed on with ECA, I was with the RFC—Reconstrue. 
tion Finance Corporation. I started as an auditor for the Defense 
Plant Corporation, then I later became Assistant Area Contract 
Terminations Supervisor, handling the termination of war contracts 
in the Cleveland, Ohio, area, which involves some several thousand 
claims, primarily with the rubber companies, manufacturing firms 
Later on I was chosen as the Director, equivalent to controller, of the 
Fiscal and Contracts Branch of the Omaha Loan Agency of the RFC, 
at which place I was when I contacted and was accepted by ECA at 
that time, 1949. 

Mr. Reppan. In what capacity did you go with ECA ? 

Mr. Hartine. As an end-use auditor. 

Mr. Reppan. How long did you continue in that work ? 

Mr. Harrine. I was end-use auditor, assigned to Korea, arrived 





there in December 1949, remained there until June 27, 1950, at which | 


time we left rather hurriedly from the invasion of North Korea and 
came back to Washington for a couple of months. 

After that I was assigned to the same job, different title, as field 
investigator with the new Mission in what is now USOM/Bangkok. 
I was there until February 1953, at which time I was assigned to 
USOM/Manila, as Deputy Controller. 

On December 4, 1955, I was sent to Laos as Controller. 

Mr. Reppan. How long did you remain in Laos as Controller? 

Mr. Harring. | was there until September 20, 1958. 

Mr. Reppan. So you were in Laos as Controller for 3 years? 

Mr. Harring. That is right, sir. 

Mr. Reppan. You were the first Controller in Laos? 

Mr. Harrine. No. There had been a previous Controller who 
had*been there from, I think, the very beginning of the Mission until 
late in September 1955. 
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Mr. Reppan. In connection with your position as Controller in 
Laos, could you tell the committee briefly what your responsibilities 
would be in that job? seas . 

Mr. Harrine. rhe responsibilit ies covered quite a range of duties. 
Primarily, of most interest to this committee, would be of course the 
end-use and audit functions, determining what happens to U.S.-dollar 
aid. L 

Mr. Reppan. Would that include cash grant dollars ? 

Mr. Hartrine. I held it did, anc we did make a series of investiga- 
tions. There was some question in the very beginning as to whether 
we really had any legal right to audit cash grant or investigate the 
yse of cash-grant dollar aid. 

Mr. Reppan. Who raised that question ? 

Mr. Hartinc. I think that was held by both the Lao Government 
officials and by the Mission authorities at the time. 

Mr. Reppan. Could you be more specific and tell the committee when 
that was first brought to your attention and under what circum- 
stances? iad scoaae ths CE 

Mr. Hartine. That was immediately. I arrived in \ ientiane in 
December. I had been there for a short period of time prior to that 
just on temporary duty, trying to help out. 

Mr. Reppan. How long had you been there on temporary duty ? 

Mr. Hartina. I had gone late in September—— 

Mr. Reppan. What year? 

Mr. Hartrnc (continuing). 1955. Because the then Controller 
had had a nervous breakdown and was leaving, and they wanted 
somebody over there quickly to help pick up the pieces. 

Mr. Revpan. Who was your predecessor ? 

Mr. Hartinc. Mr. Alfred Millet. 

Mr. Reppan. Go ahead. 

Mr. Hartine. I met Mr. Millet not in Laos, but on his way home. 
He had already left the post and met me in Bangkok. 

After about an hour or an hour and a half of talking with him, is 
all lever saw Mr. Millet. 

Mr. Reppan. When did it first come to your attention that cash 
grants were not subject to the same end-use checks that other types 
were. If I understood you correctly that is what you said? 

Mr. Harrrine. I said that in the beginning it was felt by certain 
people—by most of the people, I think; I was pretty much by myself 
on the other side—that cash grant dollars, having been issued in 
purchase of kip, belonged to the Lao Government and, as such, what 
they did with it was really their business except that they had 
morally, if you will, promised to use it for the same type of purchase 
as would have been bought with PA money. 

Mr. Reppan. Who told you that? 

Mr. Harting. I think this was in writing, though I won’t guaran- 
tee this. This was, I think, an exchange of some kind of notes, but 
not—— 

Mr. Reppan. Exchange of notes with whom? 

Mr. Hartinc. The Minister of Finance. I am fumbling a little 
here because I can’t guarantee this. 

Mr. Reppan. Did you have any discussions with Mr. dePaul, the 
Mission Director, about this? 
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Mr. Hartine. Yes. And Mr. Moore, the Deputy Director. 

Mr. Reppan. Did you initiate these talks, or did de Paul bring this 
up with you? 

Mr. Hartine. I did. 

Mr. Reppan. How soon after you arrived ? 

Mr. Hartine. Almost immediately. I would say in early Janua 

Mr. Reppan. You had been there since September ? - 

Mr. Harrine. No, I had not. I had been there off and on a couple 
of years. 

Mr. Reppan. I thought you had gone there for temporary duty in 
September ? 

Mr. Harrine. No, sir. I went down for a short period of time, 39 
days, to see if I could help out. That is all I was to stay. I went 
back to the Philippines, where I was stationed. Later on I went back 
on temporary duty again to help out. On this second tour, if I recal] 
I was asked if I would stay on and see if I could help. 

Mr. Reppan. Did you raise this question at any time during your 
temporary duty ? 

Mr. Hartina. No, because I had no time to even begin to look into 
the matters of end-use. 

Mr. Reppan. So you raised the question first, when ? 

Mr. Hartine. In January. 

Mr. Reppan. What circumstances brought about your discussion 
with Mr. de Paul at that time? 

Mr. Harring. This January 4, that is when it was, I can be pretty 
specific, because a representative from the Controller’s office in Wash- 
ington was there for various reasons. He was visiting many Missions 
throughout the Far East and the world. 

Mr. Reppan. Who was that? 


Mr. Harrie. Mr. Franklin Finke, I believe it is. He was there, 


as I interpret it, to make sure that I was getting off to a right start 
and that I would be given the authority and the proper backing that 
I should have. 

Mr. Reppan. He was from the Washington office of ICA ? 

Mr. Hartrna. That is correct. 

Mr. Reppan. Go ahead. 

Mr. Harrine. Let me go back a little in time. You asked me if 
this question had been brought up, or anything had been brought up 
in connection with end-use audit, at the time of my previous visits. 
My answer was, “No.” There isa good reason why. 

At the time that I first arrived there, in fact when I arrived there 
even the third time, there was no staff. There was no staff in the Con- 
troller’s office even though the Mission had been going practically 
about 9 months, I believe. The Controller had never had anywhere 
near a competent or even adequate staff. 

Mr. Reppan. How many were there? 

Mr. Harrine. I found in the office, outside of my own desk, one 
Vietnamese, whose stock statement was “I know everything; nobody 
else knows anything,” who was trying to do all of the bookkeeping, 
accounting, payroll, and everything himself, though there were others 
in the office. There was a Siamese who had been transferred up 
there, that I had myself hired 5 years before in the Bangkok Mis- 
sion, but he wasn’t doing too much because, as I said, this Vietnames, 
who was number one, did not give him anything to do. 
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Mr. Reppan. Was this Vietnamese trying to keep books on the en- 
tire dollar volume of our aid program to Laos? _ 

Mr. Harttne. It appears to me he was trying to keep records on 
everything and keep it all in his own hands. i: 

Mr. Reppan. Excepting the housekeeping accounts for the Mission 
Harrine. That is correct. 

Mr. Reppan (continuing). And also keeping track of $40 or $50 
million worth of aid. ; 

Mr. Hartinc. There wasn’t that much at that time, except the cash 

ant. The program was just getting going. 

Mr. Reppan. Was he trying to keep track of cash grant money? 

Mr. Hart1nc. No. We never did try to get to a position where we 
could keep track of cash grant imports. 

Mr. Reppan. Was any effort made to keep track ? 

Mr. Hartine. There were many efforts made. Bui this is some- 
thing that would have called for better use, better work on the Lao 
side, to get us information as to arrivals. 

Mr. Reppan. What was the policy of the Mission with respect to 
end-use checks on cash grant moneys ¢ 

Mr. Hartine. After I got there? 

Mr. Reppan. Before. What condition did you find upon your 
arrival, and did you change it ¢ 

Mr. Hartinc. Actually before I arrived there hadn’t been anything 
to amount to anything. We had one man there, but even he was 
working on other minor things. 

Mr. Reppan. Do you know what the position of the Mission was 
at that time? Were they trying to or did they feel that they had an 
obligation to make end-use checks as to the use of that money? 

Mr. Hartine. I think they have always had that feeling. Cash 
grants? 

Mr. Reppan. Yes. 

Mr. Hartine. No, I don’t think they felt they had the right on 
cash grant or the obligation on cash grants. 

Mr. Reppan. Did you talk to Carter de Paul on that ? 

Mr. Hartina. I talked to him and so did Mr. Finke. 

Mr. Reppan. What did Mr. dePaul say with respect to the duties 
or obligations of the Mission with respect to cash grant moneys? 

Mr. Hartinc. He interposed no real objection to what he felt in 
his own mind, I am sure, and so stated, that actually the legal title 
to the cash grant dollars was in the Lao Government, but they had 
attempted to make sure that there would be proper use by this agree- 
ment. 

Mr. Reppan. Who had attempted ? 

Mr. Hartinc. The Mission, represented by Mr. dePaul and Mr. 
Moore and possibly others. 

Mr. Reppan. How had they tried to find out ? 

Mr. Hartine. Actually, I don’t know if any cash grants started 
even coming at that particular time. 

Mr. Reppan. This was December 1955 ? 

Mr. Hartine. That is correct. 

Mr. Reppan. I think you will find that many millions of dollars 
ofcash grants had already been made. 
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Mr. Harrine. Grants had been made, but not necessarily imports 
started. Y 

Mr. Reppan. But the currency had been issued against it and jm. 
port licenses had been granted. What 1 am trying to find out, Mp 
Harting, is what position did the Mission or Mr. dePaul take ‘with 
respect to the responsibility of the Mission for finding out how theg 
moneys were used ? 

Mr. Harrine. To go back a little further again, if I may, whey 
I was first asked if I would take the position of Controller in Laos— 
this was in, I think, October or early November, the second time when 
I was there—I told them only that I would consider it if I could sel} 
my wife on the idea of coming to Laos, which you have described in 
no uncertain terms before, and on one other condition, that there 
would be only one controller in the mission. One of the comments by 
Mr. Millet was that he could not do what he wanted to do, so I made 
it clear that I would be the Controller without any interference, 

Mr. Reppan. Who was interfering with Mr. Miller? 

Mr. Harrine. I don’t know. That was one of his feelings. When 


TI saw Mr. Miller he was not in exactly the most placid condition, He | 


was quite excited, very nervous and tired. He felt—I don’t know jf 
he made a direct accusation, he felt, as he told me that he could not 
function the way he wanted to. I think this was because he was try. 
ing to do too many things. He was trying to be administrative officer 
and Controller all at the same time. 

Having this in mind among other things, I immediately—and Mr, 
Carter dePaul agreed, without any question—that I would be the 
Controller if I would take the job. 

And that is the way it was. So there was no arrangement, there 





was no real question about it except a matter of opinion as to who had | 


the right, whether or not we had the right. The opinion was on the 


one side that we could not, would not really have the right to audit | 


cash grant dollar imports since the money had changed hands in an 
across-the-counter transaction buying kip. 

Mr. Reppan. Whose opinion was that, sir? 

Mr. Harrine. That was the opinion of the Director and Deputy 
Director, the only ones I met and really talked to. I understand also 
it was the opinion of the Minister of Finance of the Lao Government. 

Mr. Harpy. Wasn’t there any provision in the agreement that pro- 
vided the cash grants which called for end-use checks ? 

Mr. Harrine. At that time I had not seen any agreement. 

Mr. Harpy. There was a program agreement which had provisions 
for end-use checks in it ? 

Mr. Hartrne. Offhand I can’t tell you whether there was anything 
specific for end-use checks on cash grant money. This I worked out 
by a very devious method of my own. I put it this way: I argued and 
stated that in my opinion this was no different than bringing 1, using 
U.S. dollars on the PA system, bringing in leather goods and convert- 
ing that into some other commodity which I would then follow 
through. It wasn’t leather goods any more; it was shoes or something. 
I just reversed that. Of course, in that case we would have asked 
later on for counterpart to be deposited. I said we just. asked for the 
counterpart first and then we bring in the product and so converted 
dollars into something else. That was my analogy. 
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Mr. Harpy. I want to come back to the import license proposition 
ina moment. Actually the funds that were used for these road con- 
tracts were oe grants, weren’t they? The contract was with the Lao 

ernment 
Gore, HagTING. That was much later. This was a provision that 
they were using these cash grants—incidentally I only saw that par- 
ticular contract since I have been in Washington. I read in the con- 
tract that they would use the cash grant dollars to buy back from 
Universal the kip that they had already paid to Universal in the 
roper manner—they say it was the proper manner if 

Mr. Harpy. But it involved our payment of the cost of the Uni- 
yersal contract through a cash grant procedure. Isn’t that correct ? 

Mr. Hartina. No, sir. ; ’ 

Mr. Harpy. We paid for it by buying these kip back ? 

Mr. Harting. Yes. That happened later on, very much later on. 

Mr. Harpy. Weren’t you Controller at the time that happened? 

Mr. Hartinea. Yes, sir. 

Mr. Harpy. And you didn’t see the contract until you came back 
to Washington ¢ 

Mr. Hartina. That is correct. 

Mr. Harpy. Did you have any instructions on what your responsi- 
bilities were with respect to that contract ? 

Mr. Hartine. This contract which we have talked about a great 
deal was a direct contract, initially, a direct contract between the Lao 
Government and Universal, using Lao Government money, 
dollars. : 

Mr. Harpy. Didn’t we promote that contract to start with? 

Mr. Harrine. I don’t know. I would never be in on the negotia- 
tions of a contract. 

Mr. Harpy. You say it was a direct contract ? 

Mr. Hartine. That is my understanding of it. 

Mr. Harpy. You don’t know that it was not a contract which grew 
out of a specific program of the Mission ? 

Mr. Hartinc. No. In the very beginning I don’t believe it was. It 
was their own money. They were supposed to do this job themselves 
with the Lao Government money. 

Mr. Harpy. Where did you get that information ? 

Mr. Hartine. After—actually I heard about the contract only when 
the end-use report, the investigation report, came out. As a matter 
of fact I never even saw the contract in English until I was here. 

Mr. Harpy. Is it your contention then, that since this was a contract 
between the Lao Government and Universal, st rictly using kip, that 
we had no responsibility whatever with respect. to it? 

Mr. Harting. The money belonging to the Lao Government, it was 
its own money, its own budget funds, and was not our responsibility. 

Mr. Harpy. I wouldn’t suggest that it is unless we contributed those 
budget funds to them. But isn’t it true that we paid for virtually 
everything that went into the performance of that contract ? 

Mr. Harting. This provision was much later, about the 80 percent. 
It is true that the Lao Government had very little money of its own. 
Itis true that most of the costs of running that government came from 
the United States, either in the form of direct dollars or indirectly 
from the use of dollars, by which we bought kip. Almost all of that 





not cash 
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money that was bought, practically all of the U.S. dollar-purchased 
kip which we bought by use of a cash grant dollar, was used to pay the 


Army. Very little, a very small amount of that money, of that kip 
was used for anything else. The money that—most of the money, jn. 


cluded the road contract business, all contracts, all the work on the 
roads, and all other, came from either direct dollar purchases in the 
States or throughout the world, and the goods shipped in for the 
project, or the kip that was derived from Government sources, 

Mr. Harpy. And that amount was practically nothing, wasn’t it? 

Mr. Harrine. It was just about enough to carry the so-called eco. 
nomic projects. 

Mr. Harpy. I don’t know what you mean by the “so-called economic 
projects.” But I want to get back 

Mr. Hartinea. Other than the limited 

Mr. Harpy. Do you mean that the Lao Government had enough 
money out of its own sources to meet the costs of the economic project! 

Mr. Harrina. Not all of the costs. The kip side of the picture, the 
local currency side of the picture. What I am trying to say is that 
there are one or two small grants of dollars to generate kip that was 
used for economic projects, but not very much. 

Mr. Harpy. Let’s get back to the contract with Universal. Isn't 
it true—and don’t you know it to be a fact—that Mr. McNamara was 
personally involved in negotiating that contract and had something 
to do with the drafting of the contract ? 

Mr. Harrina. That I do not know. 

Mr. Harpy. You don’t know that to be a fact ? 

Mr. Harrine. I do not know that to be a fact. 

Mr. Harpy. You do know it to be a fact that Mr. McNamara had 
a responsibility for certifying 

Mr. Hartine. That’s right. 

Mr. Harpy (continuing). That the contract was performed? 

Mr. Hartine. That’s right. 

Mr. Harpy. Properly ? 

Mr. Hartine. That’s right. 

Mr. Harpy. If he had that responsibility where did he get that au- 
thority; where did he get that responsibility if it was strictly a Lao 
contract that we had nothing to do with ? 

Mr. Hartine. Now we are going on two different things. 

Mr. Harpy. Allright. Let’s take them as they come. 

Mr. Harrtrnce. In the first place I don’t know that he had anything 
to say about them doing, having a contract with an individual firm 
and doing their—whether he had any right or responsibility. I 
don’t know. 

Mr. Harpy. Do you, of your personal knowledge, know whether he 
did or did not contribute to the drafting of the specific contract be- 
tween the Lao Government and Universal? 

Mr. Harrine. Of that I do not have any knowledge, sir. 

Mr. Harpy. Where did he get a responsibility for certifying with 
respect to performance by Universal ? a 

Mr. Harrie. Actually I think he was given that responsibility 
administratively in the field. 

Mr. Harpy. By whom? 

Mr. Harrine. By the Mission Director. 
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Mr. Harpy. Without any contractual basis for it ? 

Mr. Hartine. In the first instance, as I understand this, as I have 
read it since, there was a contract in the Lao Government, as & SOV- 
ereign nation, acting with Universal, using their money. ICA was 
not mentioned. if Mr. McNamara had anything to do with that it 
was strictly on his own, as far as I am concerned. . 

Mr. Harpy. Whether or not the United States was ever mentioned 
in this contract, wasnt there an arrangement between the Mission and 
the Lao Government with respect to the United States assuming re- 
sponsibility for a certain portion of the cost of that contract? 

Mr. Hartine. I don’t know that. "6 . 

Mr. Harpy. You know there was a provision which provided for 
liquidation of 80 percent of Universal kip at 35 to 1, don’t you? 

Mr. Harrine. I know it now. 

Mr. Harpy. When did you find that out ? 

Mr. Harrie. I saw that in writing since I have been here, and I 
had heard it mentioned and I believe it was in Mr. Haynes Miller’s 
Tb thont. And you didn’t know it until you saw it in Mr. Haynes 
Miller’s report ‘ 

Mr. Hartine. No, sir. 

Mr. Harpy. And you didn’t believe it then ? 

Mr. Harrine. I wouldn’t say I didn’t believe it, but I didn’t know it. 

Mr. Harpy. What kind of writing did you see it in, since you came 
to Washington ¢ 

Mr. Hartine. I have seen the copy of the contract, in English. 

Mr. Harpy. So it was in the contract ? 

Mr. Hartinea. It is in the contract. 

Mr. Harpy. And still you want to stick by the statement you made 
a moment ago that the contract contained no provision for U.S. par- 
ticipation or any U.S. funds to be used ? ; 

Mr. Hartina. I said the original contract, which was between the 
Lao Government and Universal. 

Mr. Harpy. The original contract ? 

Mr. Hartine. That’s right. 

Mr. Harpy. Will you explain the difference between that and what 
you have been testifying to with respect to the conversion proposition ? 
’ Mr. Harrrne. It seems that contract ran out of money, or for what 
reason I don’t know, not having sat down and tried to trace it out 
since. Instead of entering into a new agreement, which I think should 
have been done, direct counterpart agreement, where they spelled out 
they would use counterpart money, they amended the original contract 
just to convert it over into counterpart contract. 

Mr. Harpy. You say you saw in Writing this provision with respect 
to converting funds, kip in the hands of Universal into dollars; did 
you see anything in writing which committed the U.S. Government 
tothat ? 

Mr. Hartrnc. No. May I explain about the counterpart contracts? 
We have, the U.S. Government always holds the right, in part of the 
agreement, between the two countries, that it will and has the right for 
3 years after the thing happens to review and to check and audit the 
use of the counterpart funds, that is the kip in this case, that was 
released to the Lao Government. 
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But it does not say anything, after the agreement is signed, that the 
U.S. Government will concurrently, particularly the Comptroller's 
Office, will stand by and review every transaction at the time, a pre- 
audit or anything. 

Mr. Harpy. What you are saying is that it does not require the 
Controller of the Mission to keep a current review ¢ 

Mr. Harttnea. It does not. 

Mr. Harpy. But that it gives him the right to do so at any time 
within 3 years? 

Mr. Hartinea. That’s right. 

Mr. Harpy. And that then relates to cash grants ? 

Mr. Harring. It said nothing at all about cash. We are talking 
about use of local currency. 

Mr. Harpy. Talking about local currency generated by cash grants? 

Mr. Harrine. Regardless of source. 

Mr. Harpy. So the local currency would be generated by cash 
grants, and then you did have a right, but not a responsibility, to 
make an end-use determination ; is that a correct statement? : 

Mr. Harprnc. Not in this particular country ; not quite. 

Mr. Harpy. What would be the correct statement ? 

Mr. Harrine. The cash grant money, that is the kip generated as 
a result of the handing over of U.S. dollars to the Lao Government 
as a cash grant, as I told you before, was used almost in its entirety— 
I would say 99 percent—actually a little more than that, over a hun- 
dred percent—— 

Mr. Harpy. Over a hundred percent? 

Mr. Harrtine. Yes, because we used some other funds besides cash 
grant money to finance the Army. Some of the funds contributed 
by various importers under the PA system was also used for the 
military. So that all of the money, all the kip that was put into the 
special account, counterpart fund, as a result of cash grants, went to 
finance the military, and the Controller’s office of ICA, as such, was 
definitely told they would not have—did not have the responsibility 
to audit that particular kip. This was set up for the PEO, for their 
own auditors to audit, on the basis that they had much more know!- 
edge of accounting and auditing 

Mr. Harpy. Where would you find that instruction in writing? 

Mr. Harrina. I don’t know that we can spell it out in one piece of 
paper or not. But it is definitely known, and acknowledged by the 
PEO from the very beginning that they were stafling for that as one 
of the reasons why we did not try to get more people to audit the 
military expenditures. This is the military expenditures of kip. 

Mr. Harpy. You are saying that you didn’t have any authority to 
audit the military expenditures# 

Mr. Hartine. That’s right. 

Mr. Harpy. And that some of your economic funds, defense sup- 
port funds, were used for military purposes ? 

Mr. Harrine. A small amount. 

Mr. Harpy. And therefore you lost your right to audit those! 

Mr. Harrine. They had gone in with the rest ; that’s right. 

Mr. Harpy. We are not. talking at the moment about the auditing 
of funds that went into military purposes. Right now we are con- 
cerned with the funds that went to the economic uses, and certainly 
the contract with Universal was for an economic purpose. 
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Mr. Hartine. That's right. ' 

Mr. Harpy. I am trying to understand the basis on which we had 
the authority and the responsibility for making specifications which 
made it possible for—I had the previous impression that it made it 
possible for Universal to get paid. But maybe it was just a matter of 
making it possible for them to convert. Will you clear me up on 
that? ' 

Mr. Hartine. I willtry. I don’t know if I can. 

A few moments ago I attempted to explain what happens in the 
counterpart setup. As a part of the basic project agreement—and in 
preceding that the PPA, as it is called, the Project. Proposal and Ap- 

roval, it is spelled out, the request is made to the Mission and Wash- 
mgton, theoretically at least, by the Lao Government asking the 
United States to purchase for a particular project, using U.S. dol- 
lars, certain items of commodities or materials or equipment or what- 
ever it may be. In this case mainly road equipment. Concurrently 
with that the Lao Government agrees, and so does the United States, 
that there will be made available out of the counterpart funds which 
are already in the bank—supposed to be already in the bank, or is in 

rocess of being put into the bank through generation of kip—enough 
bp to carry on—to pay off the estimated costs of operating that 
equipment, maintaining it, and providing shelter, et cetera. 

Mr. Harpy. Where do we get that obligation? This was a contract 
between the Lao Government and Universal. 

Mr. Hartine. No, this has nothing to do with the contract, sir. I 
am going back further. 

Mr. Harpy. You are talking about paying for the operation of the 
equipment, aren’t you? Wasn't that covered by contract between Laos 
and Universal ? 

Mr. Hartine. That’s right. 

Mr. Harpy. Didn’t you say that we were obligated to put up the 
funds to pay for the operation of that equipment ? 

Mr. Harrrna. I said that in this agreement which is an agreement 
signed by both nations—United States and Laos—the United States 
agreed—this other is partly the consideration—that they would put 
up the dollars to bring in the equipment. What happens to that 
equipment is a matter for us to follow up on the end-use procedures. 

In that same agreement, or same proposition, the Lao Government 
agrees that they will use, from the counterpart money, enough money 
to maintain this equipment. They will make it available, and with 
the concurrence of the U.S. Government. 

Mr. Harpy. With the concurrence of the U.S. Government ? 

Mr. Harrtnc. Yes. We are talking about counterpart. Counter- 
part belongs to the Lao Government. It is their money. 

Mr. Harpy. Generated by our dollars? 

Mr. Hartine. The legal title belongs to them. It is in a bank ac- 
count in their name, called, by agreement, “The Special Account.” 
And the only stop on that is that the U.S. Government can never take 
that money away from them—— 

Mr. Harpy. We can stipulate the purposes for which it can be 
spent ? 

Mr. Harrtna. It doesn’t read quite that way in the agreement. It 
says that they agree, the Lao Government agrees, that they will not 
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use it for purposes other than such purposes as are concurred in by 
the Mission. _ 

Mr. Harpy. Does that—— 

Mr. Hartine. That is practically the same thing I will agree, byt 
it doesn’t say so in the exact words. ; 

Mr. Meaver. In other words, the Mission has the power of veto 
only ¢ 

Mr. Hartinc. The Mission has the power of veto, yes. 

Mr. Harpy. Let me read a paragraph from the Economic Coopers- 
tion Agreement between the United States and Laos, which was ef. 
fected by exchange of notes signed at Vientiane July 6 and 8, 1955: 

The purposes of withdrawal of funds from the special account shall be those 
specified in section 1, paragraph 5 of the above-mentioned annex, which are inter. 
preted to include development of the effective defense of the Kingdom of Laos, 
The Royal Government of Laos may draw upon balances in the special account 
upon agreement of the High Contracting Parties, it being understood that aij 
funds used contrary to the terms of the agreement with the Government of the 
United States shall, on written request, be redeposited in the special account, 

So they agreed, under the terms of the agreement, that they would 
not use any funds except pursuant to concurrence by us? 

Mr. Harrine. That's right. 

Mr. Harpy. Then did that in itself give us any responsibility with 
respect to the contract with Universal 

Mr. Harrie. It did—let’s forget for the moment that they entered 
into this contract originally, just a two-party contract, using their own 
money. Let’s say that they started the second stage. This is where 
the real heart of it is. 

Mr. Reppan. This is 3 months after the original contract ? 

Mr. Harrine. Whatever the time was. At that time, if there had 
not been a previous contract which they amended, they would have 
entered into a direct contract. That was in their power, their author- 
ity, and their responsibility to keep all records on it. 

Mr. Harpy. But they couldn’t use kip generated by American dol- 
lars without our concurrence ¢ 

Mr. Harrine. I don’t believe that there is any statement there, or 
anywhere, that every move they made had to be at the moment con- 
curred in by the U.S. Government. The project agreement at the time 
it is set up is supposed to specifiy the general purposes for which the 
money to be released—and the total amount of money is set aside— 
what they are supposed to use it for. In other words, it may be for 5 
million, but among other items they will pay payrolls and things like 
that. 

Mr. Harpy. Isn’t it true that ICA/Washington had to specifically 
approve the use of counterpart funds for the payment of the Universal 
contract ¢ 

Mr. Hartrne. If they did, I did not know that to be true. I don't 
know any requirement in the regulations 

Mr. Harpy. It would be true if the cost were in excess of $25,000, 
wouldn't it ? 

Mr. Hartine. We are talking about the counterpart funds? 

Mr. Harpy. I am talking about counterpart funds, too. 

Mr. Harrie. As far as counterpart funds, I don’t think that $25,000 
limit has any effect. 
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Mr. Harpy. It would be your contention that the Mission Director 
has the authority to approve, to concur in or to refuse concurrence 
with the Lae = with respect to the use of any amounts of 

t Tunas 
ite HARING. No. Only to the amount—the maximum amount that 
is spelled out in the agreement as to that particular project. There 
isa project agreement which precedes—— 

Mr. Harpy. Does the project agreement have to be approved by 

ington ? 
(a The project agreement is already approved by Wash- 
ington. It is approved by Washington, yes, sir. a i 

itr Harpy. So then the use of counterpart funds for the Universal 
contract had to be approved by Washington, didn tit? 

Mr. Hartine. It was approved as a part of the overall picture, but 
not necessarily knowing whether it was Universal or any other con- 
cern. This approval is given in the beginning, just exactly the same 
as an appropriation. , 

Mr. Harpy. Are you saying that the approval was given to the use 
of counterpart funds for this purpose before the Lao Government 
made its bilateral agreement with Universal, without our participa- 
tion in it ? 

Mr. Hartine. That I don’t know. When they started, I have heard 
testimony—I know nothing about when they made it—but I do know 
this, that there had been, every year, a request for a certain amount 
of money which varies from year to year. This has been reviewed, 
and approved, and agreement signed. Once that is signed it is their 
responsibility. - * 

Mr. Harpy. Let’s get away from generalities and tell me specifically 
what responsibilities the Mission had with respect to the contract with 
Universal. 

Mr. Hartine. I don’t know that they had any responsibility, except 
asthey may have agreed. 

Mr. Harpy. How about administration? 

Mr. Hartina. The responsibility would be, sometime during the 
course or toward the end of the contract there would have to be—as 
far as 1 am concerned, my own office would review the performance 
and all that, with properly qualified people. During the course of 
this I would say there definitely was a responsibility, whether spelled 
out or not, that somebody with knowledge of how things should be 
done should review the thing and should raise any objection, that is 
the so-called project manager in this case. 

Mr. Harpy. Don’t you know that Mr. McNamara had to certify 
performance periodically in order that Peabody could be paid? 

Mr. Harting. By the Lao Government? 

Mr. Harpy. By the Lao Government. 

Mr. Hartina. I have heard that, sir. I did not know it before. I 
heard that in testimony. 

Mr. Harpy. Where did you hear that? 

Mr, Harttna. In these testimonies. 

Mr. Harpy. You were Controller? 

Mr, Hartine. That’s right. 

Mr. Harpy. You want the committee to understand that if Mr. 
McNamara periodically filled out some sort of a required form which 
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was the basis on which Universal was paid, that you never saw those 
and had no knowledge of it until you came here? 

Mr. Harrrna. It would not come into my office. They would not 
be a part of my procedure. We would not be auditing those except 
as 





Mr. Harpy. If U.S. funds are involved, either directly or indirectly, 
you have no responsibility ? 

Mr. Harrina. I didn’t say that. This is not U.S. funds we are 
talking about. 

Mr. Harpy. Ultimately they will be U.S. funds because you know 
that 80 percent of them were convertible. 

Mr. Harttna. The funds we are talking about were not U.S. funds, 
And also 

Mr. Harpy. We are splitting hairs. Let’s go to something else, Mr. 
Reddan. 

Mr. Meaper. May I ask a question, Mr. Chairman? 

Mr. Harpy. Go ahead. If you can do any better than I can, I wish 
you would. 

Mr. Meaper. I am not quite clear, Mr. Harting, on precisely what 
officers in the Mission had the authority to concur in the uses of the 
counterpart funds in the special account. Who would have the power 
to give that concurrence? 

Mr. Harttne. This would be a matter of programing the funds 
made available to the Mission Director as a part of the allotments to 
the Mission. The people who would be involved on the U.S. side 
would be the so-called project director, that is, in this particular in- 
stance Mr. McNamara, or anybody put in his position, together with 
the Lao Government counterpart—his counterpart on the Lao Govern- 
ment side. 

They would make the plans, draw up the procedures—that is, the 
agreements and so on—and they would be reviewed in the Mission as 
a part of the overall picture by the program operations and program 
staff, who had the responsibility of saying how much of this particular 
allotment can be devoted to this purpose, that, or the other. So that 
one particular project, roadbuilding or whatever it was, didn’t get 
everything and the rest of the people got nothing. 

The functions are, as I said, the individual division, in this case the 
public works, the program office, and the whole thing is later reviewed 
and passed upon by the Director and Washington and in certain 

cases—well, I guess they would provide the whole thing. 

Mr. Meaper. I am not sure you understood my question. 

Does the Controller of the Mission, which you were, have any fune- 
tion to perform with respect to the "expenditures out of this special 
account of counterpart funds on which the Mission retained the right 

of veto? 

Mr. Harttne. No; not at the moment of time, only to review it the 

same as any other. GAO would review it later on to see if money had 
been improperly spent out of the counterpart funds—the money 
turned over to the particular office to spend, but not at the time that 
the money was released to them. 

Mr. Harpy. There wouldn’t be anything to preclude you from ex- 
amining it immediately after the expenditure, would there ¢ 
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Mr, Harrine. Theoretically, no, if we knew the expenditure, the 
date, and everything else. But, practically, the answer is very defi- 
nitely there are many things to preclude it. eee 

There was—we just did not have that number of people. We did 
not have any particular reason at that time to say we had one man 
to sit there and examine every move immediately. 

Mr. Meaver. I had the impression that a controller’s function was 
to pass upon the propriety of expenditures in advance. Isn’t that 
one of the functions of acontroller? 

Mr. Harrine. Of expenditures being made by the U.S. Govern- 
ment through our own funds, using our own dollars. 

Mr. Meaper. That is true with respect to— 

Mr. Hartine. Taking your own illustration, the propriety of the 
U.S. Government entering into an agreement with the Lao Govern- 
ment and handing over the money in periodic installments to carry 
on their operations Was not a matter of determining the propriety by 
the Controller. ‘That is determined by higher authority in the begin- 
ning. It has been determined that this is a proper project for this 
country, that the purposes for which this project are being made are 
proper, and it is in the interests of the U.S. Government as well as 
the Lao Government to do it. This is all done far above the Con- 
troller level. 

Once this has been done and all the requirements are met and the 
money is released from the special account to, in this case, Tiao 
Souk—I don’t think it went to him but to the Minister of Public 
Works, his office—then the authority, the responsibility of the Con- 
troller and of others in the Mission, but primarily the Controller, on 
the fiscal side, is that some time, as soon as he can, given the number 
of people and so on, he will review and audit the actual documentary 
evidence and other evidence he can find as to whether it is proper. 
That might be a long time in the future. But in the beginning you 
do not—we did not set ourselves up as the disbursing office of the 
Lao Government. 

Mr. Monacan. Then by the time he gets to the review it is almost 
completely academic if it has been expended improperly. 

Mr. Hartinc. Not a hundred percent academic. It may have been 
in Laos because they didn’t have the money. 

Mr. Monacan. Largely academic ? 

Mr. Hartine. If it 1s inaccurate, if we find it has not been properly 
spent, then our report will so state, and the Director will be informed 
of this, and it is his responsibility then to request the Lao Govern- 
ment to reimburse out of its—the theory we were working on is that 
once you find they have done something wrong and it is so proven, 
then they are required, the Lao Government in this case would be 
required to take from its own small budget enough money to reimburse 
the special account— 

Mr. Monacan. Which they couldn’t do. 

_ Mr. Hartine. This again is academic. It is a fact, it istrue. This 
is what made this whole thing a rather fantastic operation anyhow. 

But we are talking about what are the responsibilities, what are the 
authorities. 
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Mr. Monacan. You say that the Public Works Officer, rather than 
the Controller, would be the immediately responsible official in this 
situation, is that it? 7 

Mr. Harrine. I don’t consider the Controller qualified to determine 
whether or not we are building a road properly, or some of the other 
purposes for which funds are used. It is very definitely a respongi- 
bility not only of the Public Works Officer of the Mission but of any. 
body else who knows that there is something—who knows, not just 
guessing—that there is something wrong, and we attempt to find out 
at that time. 

Mr. Meaper. Mr. Harting, did you in fact audit the expenditures 
out of this special account, this special counterpart account? Did 
you in fact audit as Controller, as you said you had the responsibility, 

Mr. Harting. Which particular one? This is spread clear across 
the board out there. Funds out of the special account, once it leayes 
the special account it goes to a ministry in portions. In other words, 
the special account is more or less a cup ora pitcher. It is all counter. 
part. We kept track of that, we kept a record on that. We know 
exactly how much money was taken out. But it was taken out in 
lump sums, exactly as you would give your cook so much money for 
the week’s operations. But we didn’t check each and every nickel of 
that. 

Mr. Monacan. Did you audit that account beyond the special ae- 
count ? 

Mr. Hartine. We did. 

Mr. Monagan. In the various individual industries? 

Mr. Harting. As fast as we could. 

Mr. Meaper. Did you in fact make such audits? 

Mr. Harting. We made such audits. 

Mr. Meaper. During the 3 years that you were Controller and made 
these audits, did you have occasion to report improper expenditures! 

Mr. Harting. There were a few cases, yes. And requests were made 
for deposit, redeposit in the special account. We didn’t get it, but the 
requests were made. No great amount, actually. 

Mr. Meaper. In other words, you didn’t find any great sums of 
money that were improperly expended and reported ? 

Mr. Harrrnc. There was one notorious case which I didn’t find 
because it became apparent to others immediately and didn’t call for 
an audit to find it. It was when one large amount of money, I don’t 
recall the amount of it, was used to do certain things. That was never 
replaced. The result of that was a slap on the wrist to the Minister 
of Finance, but that is about as far as it went. 

Mr. Monacan. What was it used for? 

Mr. Harrine. I forget exactly what they did. They financed cer- 
tain import licenses, if I recall, for certain projects, which the Min- 
ister had not approved. In fact was opposed to. I can’t remember 
exact details. I think others can clear that up. 

Mr. Harpy. I would like to get back to this contract with Univer- 
sal. Do you know how long Universal financed that contract out of 
Government funds? 

Mr. Harrinc. Without refreshing my memory I can’t tell you that. 
I think—excuse me, sir. I had my men review. I think there were 
ten or twelve 800,000-kip checks turned over to Universal. 
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Mr. Harpy. According to documentary information—I believe this 
is Mr. Burns’ audit report—it appears that the original contract be- 
tween the Lao Government and Universal was executed on J anuary 
95, 1957. Then we learned that there were amendments proposed in 
April 1957. So the period of operation by the Lao Government was 
‘nst a matter of 3 or 4 months. 

I find in the file—and I want to ask you if you are familiar with 
this—a cablegram from the Mission to Washington requesting that— 
and I am not going to read the cable but shall paraphrase it. 

It requests continuation of this contract and says that the Lao 
Government funds have been exhausted and they are planning exten- 
sion of the contract with Universal, using counterpart funds. Ap- 

roval was given to that by cable from Washington in the amount of 
a half million dollars on May 8. Were you aware of what responsi- 
bilities you had under it as of that time? 

Mr. Hartine. No. I didn’t know about the telegram myself. 

Mr. Harpy. You didn’t know about 

Mr, Hartine. This is a company matter and would not come to my 





Ce. 

Mr. Harpy. If you had a responsibility in connection with it, it 
looks like somebody should have called it to your attention. 

Mr. Harrrne. I had no responsibility at that time. 

Mr. Harpy. You had a postaudit responsibility, didn’t you? 

Mr. Hartine. Yes, but whether this is Universal or whether it is 
anybody else, I had that responsibility. 

; ar. When do you understand that your postaudit respon- 
sibilities do begin ¢ 

Mr. Hartine. They are always there. 

Mr. Harpy. Your postaudit responsibilities began the date approval 
was given to the use of counterpart funds; is that not correct? 

Mr. Hartine. That is correct. 

Mr. Harpy. And you were not told about it? 

Mr. Hartinc. I was not told about this particular move. 

Mr. Harpy. When were you told about it? 

Mr. Hartinc. You just told me now. 

Mr. Harpy. You didn’t know until now you had a responsibility 
with respect to this contract because it was specifically authorized for 
counterpart funds ? 

Mr. Hartine. I did not say that. 

Mr. Harpy. That is what I am asking you. 

Mr. Hartrne. I said that I did not know about this particular tele- 
gram, but I did not say I did not know my responsibilities. 

Mr. Harpy. When did you know that ? 

Mr. Hartine. Know what ? 

Mr. Harpy. That you had a responsibility in connection with it. 

Mr. Harrtne. I had no special responsibility in connection with 
this I had the responsibility always of making postaudits of all 
counterpart—— 

Mr. Harpy. You sat here and testified a while ago to the fact that 
this was a contract between the Lao Government and Universal. 

Mr. Harting. This is not a contract between the Lao Government 
and Universal. This is a counterpart contract we are talking about, 
which is a different animal. 
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Mr. Harpy. When did you find out that such a contract existed? 
Mr. Harrine. I believe that was at the time of the Miller report, 
Mr. Harpy. There was no new contract in this case ? 

Mr. Hartine. That is exactly what is wrong with it. 

Mr. Harpy. You must know that. You must know that this is nota 
new contract, that this telegram authorized the extension of the cop. 
tract between the Lao Government and Universal, and it authorized 
the use of counterpart funds to pay for it. 

Mr. Harriine. I believe that makes a new contract. This makes it 
a counterpart contract: It does not make it an ordinary contraet—— 

Mr. Harpy. When did it come to your knowledge that such a con. 
tract existed ? 

Mr. Harrine. I believe the first I knew of that was when I read the 
Haynes Miller report. 

Mr. Harpy. You testified a while ago that you didn’t believe that 
until you read itn Washington. 

Mr. Hartine. I said I had not. read the contract until I got to 
Washington. . 

Mr. Ilarpy. Were you ever furnished a copy of the contract, and 
were vou ever given any official advice as.to your responsibility vith 
respect to audits ? per 

Mr. Harrine. I never get: a contract in my office of any counterpart 
contract: directly in the field, using counterpart funds. That, is :the 
property—that is a part of the. files of the contracting group,-that 
1s 





Mr. Harpy. How do you.know what you have to do? , 

Mr. Harrtine. Review all the records of the—an audit of the coun- 
terpart expenditures would require a visit to the site or.a visit tothe 
offices of the Universal Co. 

Mr. HArpy. How would you. know that;counterpart. funds were.in- 
volved in this contract, is what I am trying te get ¢ 

Mr. Harrinc. We wouldn’t know that specifically for this contract. 
We know that.there are counterpart funds released to the Ministry 
of Public Works for the purpose of carrying on its project. 

Mr. Harpy. Is it your testimony that you never had official knowl- 
edge: that counterpart funds were used for this contract and that, 
therefore, you had responsibilities in connection with it? 

Mr. Harrina. No, there was not any knowledge that this had be- 
come a counterpart project until I read that—this came up with the 
Haynes Miller report. That does not mean at.alt that I did not. have 
responsibility for this and all-other funds. . It just meant, as [said 
before, that every move they made they didn’t tell me. 

Mr. Harpy. If you didn’t know, how could you perform ? 

Mr. Harring. I would perform in the regular course of business, as 
we got. to that particular—— 

Mr. Harpy. What. have you ever done in connection with postaudit 
of the accounts of this company ? 

Mr. Hartine. Of Universal ? 

Mr. Harpy. Of this contract. 

Mr. Hartine. Of this contract? 

Mr. Harpy. Yes. 

Mr. Harrina. I know how much was spent. Sometime before or 
just before Mr. Burns arrived we reviewed the expenditures record at 
the ministry. 
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Mr. Harpy. You did thata fter Burns arrived 2? 

Mr. Hartinc. Before he arrived. 

Mr. Harpy. Were you instructed by Washington to do so? 

Mr. Hartinc. No. — j , 

Mr. Harpy. How did you happen to do it? You didn’t know there 
was a contract / oe) 

Mr. Harrine. I knew that -we didn’t just. check on the contract. 
We were checking on all expenditures made from counterpart money 
leased to them. 
aes. Did Mr. Haynes Miller ever try to check on that 
contract ! ; a : 

Mr. Harrine. I don’t know if he tried checking on that particular 
contract at that level. He was trying—he was working at Universal 

Mr. Harpy. Let me interrupt and digress again for a moment. 

I neglected, when you began testifying, to inquire as to. whether 
you have been furnished a copy of the rules of the committee. Have 
you seen a copy of the rules of the committee ? 

* Mr. Hartinc. I have not seen it. 

Mr. Harpy. “ive him a copy. é 

I want, to adyise you now, which I failed to do at the beginning, 
that you are entitled to counsel, if you care to have it. I am sure 
vou have heard me give that advice to other witnesses. 

* Mr. Hartine.. I have heard it. 

Mr. Harpy. You do not desire counsel ? 

Mr. Hartine. No. 

Mr. Harpy. Go ahead, Mr. Reddan. 

Mr. Reppan. Do you know whether or not Haynes Miller ever tried 
to make an examination or make any end-use check of expenditures 
under this Universal contract ? 

Mr. Harting. T know that Mr. Miller was attempting to—no, as 
far as making a record, an audit, he never attempted to my knowledge, 
nor would he, to check on expenditures under the contract. This 
would have to be done at the Ministry of Finance, and I don’t think 
he ever went there, 

Mr. Reppan. Did you know whether or not he was making any 
examination or any end-use check ? 

Mr. Harrina. Yes. 

Mr. Reppan. On this contract ? 

Mr. Harting. On this whole road-building program. 

Mr. Reppan. Did anybody else have a contract, for the road-build- 
ing program other than Universal ? 

Mr. Harting. Vinnell and—what was the other one, other con- 
tracts—he was also checking properly on the end-use of whether or 
not the material that had been bought with U.S. dollars had arrived 
and was being properly used. 

Mr. Revpan. Had that material been turned over to the Lao Gov- 
emment ? 

Mr. Hartrnc. It had. 

Mr. Reppan. Do you know by what right he was examining into 
the operations under this contract? Did you understand that he had 
aright to go in there and make this examination? Did you under- 
stand it to be a contract. which was subject to audit by your office ? 

Mr. Hartine. I am not sure yet about that without looking at that 
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again. I haven’t studied it. Whether that was a lump-sum or egg. | 


plus contract, 
Mr. Reppan. Did you ever see the contract ? 
Mr. Hartine. This particular contract ? 
Mr. Reppan. Yes. This is the only one we are talking about, 


Mr. Harrine. I saw that, as I told you a few minutes ago, reg | 


it in the office right here in Washington, since I have been back. 

Mr. Reppan. That was after you left as Controller over there? 

Mr. Reppan. Several months after I left. 

Mr. Reppan. You were there for 3 years? 

Mr. Hartine. Approximately. 

Mr. Reppan. And this contract was entered into between the Lay 
Government and Universal in January of 1957? 

Mr. Hartine. That is right. 

Mr. Reppan. You were there for a year thereafter—2 years ther. 
after; you left in December 1958 ? 

Mr. Hartine. No. September 1958. 

Mr. Reppan. So a year and a half thereafter. And you never say 
the contract while you were there ? 

Mr. Harrttinc. I may have seen it but I couldn’t read it, as it was 
in French. 

Mr. Reppan. You did see it? 

Mr. Harrine. I don’t know if I actually saw it. It was not a part 
of our files. 

Mr. Reppan. Did you understand that once counterpart funds began 
to be used on that contract in April 1957, you had the duty to make 
postaudit check of the use of the funds? 

Mr. Harrina. Eventually, yes. 

Mr. Reppan. Did you ever make a postaudit check of the use of any 
of those funds? 

Mr. Hartina. Yes. 

Mr. Reppan. When did you do that, sir? 

Mr. Hartinea. I don’t know offhand. It was—we had a man work. 
ing on that for a long time reviewing expenditures under the counter. 
part project. 

Mr. Reppan. Who did you have doing that, sir? 

Mr. Harrinc. A man who actually performed most of the audit 
was a Chinese by the name of Wong. 

Mr. Reppan. A Chinese by the name of Wong? 

Mr. Hartine. That is right. 

Mr. Reppan. Do you know what his first name is and where we 
can locate him ? 

Mr. Hartine. He is still in Laos, in the office of the Controller, stil 
plugging away at that type of work. 

Mr. Reppan. Did he ever make any reports to you as to his findings! 

Mr. Hartrne. I don’t know if the report was finalized before I left 
there or not. But there would have been; if it was finished I would 
have finally seen the report. 

Mr. Reppan. Did you see any report ? 

Mr. Harrina. I don’t recall offhand. 

Mr. Reppan. Did you see any interim reports from him? 

Mr. Hartine. We don’t make interim reports. 

Mr. Reppan. Did he ever discuss it with you? 
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Mr. Hartine. He would discuss that with his immediate superior, 
MOMr, REDDAN. Who was his immediate superior? 

Mr. Harrinc. At the present time—lI won’t say the present time 

Mr. Reppan. While you were there, sir, was Wong part of your 
organization, part of your staff # 

_Hartine. He was. 

Mr. Reppan. He was? 

Mr. Hartine. That is right. 

Mr. Reppan. But he never discussed any of this with you? 

Mr. Harttne. No, he did not come to me. 

Mr. Reppan. Did you ever know whether or not the Universal Con- 
struction Co. had adequate support for the vouchers which it was 
submitting for the payment of counterpart funds? 

Mr. Hartine. So far as I know, yes. 

Mr. Reppan. You say “as far as you know.” What do you know? 

Mr. Hartine. I have no report to the contrary. 

Mr. Reppan. Did you know whether or not there was adequate 
support f ph 

Mr. Hartina. As I said, if there was nothing reported to me other- 
wise, I would have to assume there was. 

Mr. Reppan. Wasn’t it your duty to assume that it wasn’t? 
Wasn’t that part of your function, to investigate and find out whether 
it was? 

Mr. Harttne. No; it is not my function or my duty to assume—— 

Mr. Reppan. Is it your position then—are you taking the position 
with the committee that you can sit in your office and unless somebody 
came and told you that there was something wrong somewhere, you 
had no obligation to investigate ? 

Mr. Hartine. Remember this, if Mr. Wong was investigating, I 
was investigating. 

Mr. Harpy. Weren’t you responsible for what Wong did ? 

Mr. Harting. That is right. 

Mr, Harpy. I want to get back to this question of when you actually 
caused, if you didn’t do it yourself, any audit to be made of this 
contract. 

Mr, Hartine. Of this contract, per se, the only—I forget when Mr. 
Burns—about 2 or 3 months before Mr. Burns—I timed it, because 
that is when he came—we tried to determine how much money had 
actually gone to Universal’s firm. 

Mr. Harpy. When did you actually begin to make an audit of the 
counterpart funds of this contract ? 

Mr. Harttna. Since we started business in there, but not necessarily 
this contract. 


Mr. Harpy. On this one, you started this one, you said, 2 or 3 
months before Mr. Burns got there? 

Mr. Harting. All we did in this particular case, in this so-called 
audit of this particular contract, since we had Mr. Miller’s report, we 
were trying to determine just how much money had actually been 
turned over to—to determine whether or not this was a counterpart 
contract. We were hazy about it. 


e 


Mr. Reppan. Whether what? 


Mr. Hartine. It was quite hazy. Whether it was a counterpart 
contract or not, was the information I had. 
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Mr. Harpy. Did you check it with the Mission Director? 

Mr. Harrine. Yes. And we finally found out, got the story that | 
was. But there were conflicting stories. 4 

Mr. Harpy. There should have been a cablegram on file where thy 
Mission had requested it, and a reply from Washington authorizing it: 
and you want the committee to understand that you were so fy 
removed from the Mission Director's office that you couldn’t find tho 
out ¢ 

Mr. Harrie. I said that I did not have in my file any telegram of 
that nature, nor that I would necessarily have even seen such y 
contract. 

Mr. Harpy. You had no advice from any source until when? 

Mr. Harttne. Until the Miller report came in, which came to yy 
It indicated there was a counterpart fund. ' 

Mr. Harpy. When did you get the Miller report ? 

Mr. Harrine. Shortly after it was finalized. 

Mr. Harpy. Shortly after it was finalized ¢ 


Mr. Harrtnec. Yes. 





Mr. Harpy. Can you approximately fix the date of that? 

Mr. Hartrne. No; I cannot, because many things happened, 

Mr. Harpy. You mean when it was sent back to you from Wask. 
ington ¢ 

Mr. Harring. Oh, no. It didn’t get to Washington 

Mr. Harpy. Actually Mr. Miller didn’t finish his report in Vier: 
tiane, did he? 

Mr. Harrine. Yes, he did. This is so-called report No. 12. That 
was finished in Laos. Right in Laos. I signed it and sent it on. 

Mr. Harpy. You signed it and sent it to Washington ? 

Mr. Harrinc. Among other places, I sent it to Washington, yes, 


Mr. Harpy. What did vou do after that, and how long was it after | 


that before you actually did anything about this contract? 

Mr. Harrine. I didn’t do anything about the contract. 

Mr. Harpy. About checking the contract, auditing it. 

Mr. Harrine. There was nothing done for several] months. Exaetly 
how long, I don’t know. 

Mr. Harpy. Can you tell the committee actually when you did 
start to work on it? 

Mr. Harrine. When we asked, when we requested that Mr. Burns— 
not Mr. Burns, but when we requested that qualified auditors be sent 
out to devote full time to that. 

Mr. Harpy. Why did you do that ? 


Mr. Harrrnc. Because we had nobody on the staff that we could 


put on this work. 

Mr. Harpy. In other words, you didn’t do a thing about it until 
you were specifically instructed by Washington to do it ? 

Mr. Hartrine. That is not quite right, sir. 

Mr. Harpy. Let me read you a cable. 

Mr. Hartinc. We were never instructed by Washington. I was 
never instructed by Washington. 

Mr. Harpy. I have here a cable, dated May 1, 1958, from ICA 
Washington to USOM/Laos which I will paraphrase. The message 
in essence is an instruction to USOM to make audits of certain ICA- 
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fnanced contracts in Laos because ICA/W expected questions to be 
raised about these contracts by a congressional committee. 

You didn’t know about that 

Mr. Hartrne. I didn’t say that. I probably saw that, because by 
that time there were so many things happening. —__ i ah 

Mr. Harpy. What was happening ¢ You hadn’t asked Washing- 
ton. then to send you any auditors ? 

Mr. Harrine. I had sent through the reports. I had sent them to 
the PSI for whatever—what I interpreted was their responsibility 
to check into illegal operations. 


Mr. Harvy. Not until May 7. Now let’s try— « 

Mr. Hartine. This report had gone on long before that. 

Mr. Harpy. What report é ; 

Mr. Harting. Mr. Miller’s report had been transmitted to PSI 
way back the very first day, practically. < ee 

Mr. Harpy. Is it your testimony that you did anything of signifi- 
cance in connection with making an audit of the 1 niversal contract 
based on Miller’s report prior to the cablegram from Washington on 
May 1, 1955! onl 

Mr. Hartinc. No, I did not make any great contribution to that 
effort. : ; , 

Mr. Harpy. And you had not even asked for any help in your audit 
division until Washington sent you these instructions, 1s that correet ? 

Mr. Harrinc. There had been a steady flow of requests for help. 
Not for that specific purpose. 

Mr. Harpy. We haven't run across them. I will refresh your mem 
ory by calling your attention to a specific telegram dated May 7, which 
was & week after the instructions from Washington, which said that 
vou were shorthanded. 

* Mr. Hartine. That is right. 

Mr. Harpy (reading) : 

Please send out some TDY people to help with the audit. 

Mr. Harring. ‘This was—this is for this particular audit, that is 
correct. But it was always shorthanded and always 

Mr. Harpy. I never saw a bureau or agency of the Federal Govern 
ment in my life whose top officer didn’t think it was shorthanded and 
wasn't trying to get more people to work under him. That is nothing 
new. That is not evidence. 

I am concerned about whether or not you performed anything. 
Actually Haynes Miller’s report was issued, I believe it was suggested 
awhile ago, in July 1957, and here it is May of 1958 and you haven't 
turned a tab. 

Mr. Reppan. I understood you, in reply to one of the chairman’s 
questions, to state that you did not have anyone out there qualified 
tomake this audit. 

Mr. Hartino. Perhaps I should have said I didn’t have anybody 
out there. 

Mr. Reppan. What was Mr. Wong doing ? 

Mr. Hartinc. Mr. Wong could not have made this by himself. He 
was—all he could do vw as to check the documentary evidence in the 
files—at the ministry, I said. I should have said the commission for 
the plan, where all the records were kept. 
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Mr. Harpy. He was an auditor; he was not 

Mr. Harrine. He was an auditor, a good auditor; but he was not jn 
a position to make the inquiries and to go to the same extent that ap 
American could. 

Mr. Harpy. Miller was an American. He didn’t get very far, 

Mr. Hartine. This is not for the same reasons. 

Mr. Harpy. For what reasons didn’t Mr. Miller get very far? 

Mr. Harting. Mr. Miller got quite far, I thought. He made a long 
report. 

Mtr. Harpy. He made an embarrassing report, did he not? 

Mr. Hartinea. Not to me. 


[Security deletion ] 


Mr. Harpy. Mr. Miller has testified at considerable length con- 
cerning matters affecting your office. Have you read that testimony! 

Mr. Hartine. When wasthis? Iread some earlier. Not an awful 
lot of conversation on my office. 

Mr. Harpy. You were not present when Mr. Miller made his orig. 
inal testimony before the committee ? 

Mr. Hartina. No, sir. 

Mr. Harpy. Have you read the testimony ? 

Mr. Hartrne. I read it very fast. 

Mr. Harpy. You have observed that Mr. Miller made several refer- 
ences to you? 

Mr. Harting. That is right. 

Mr. Harpy. Are there any specifics in connection with that which 
you find inconsistent with your own recollection that you feel in jus- 
tice to yourself you should testify about ? 

Mr. Hartinea. I am trying to think what he did say there. 

Mr. Harpy. You didn’t consider it sufficiently important to make 
any notes of it? 

Mr. Hartrine. I didn’t make any notes. I thought I would have 
another chance to read it. I didn’t have a chance to read it a second 
time. I had about a half hour to read it quickly. 

Mr. Harpy. Do you mean ICA hasn’t made available to you a copy 
of that transcript? 

Mr. Hartina. They had one transcript, as I understand it, that had 
to go to about a dozen people. There were answers being written on 
different things. 

Mr. Harpy. We furnished ICA one copy ? 

Mr. Harting. That is right. 

Mr. Harpy. And they requested permission to buy additional copies, 
which we authorized. Have you requested one? 

Mr. Hartina. No. 

Mr. Harpy. You haven’t requested a copy ? 

Mr. Harrttna. I saw this one time. The next time I asked, I was 
told it had to go on to some other office, and hadn’t come back. 

Mr. Harpy. Considering the extent to which you are referred to in 
it, I am a little surprised that you are indifferent to it. 

Go ahead, Mr. Reddan. 

Mr. Reppan. One of the things that Mr. Miller testified to was that 
he had been denied permission to examine certain equipment and to 
look at certain records of the Universal Co. over at the Pam Pam 
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House, and that he had come to you and told you of this, that he had 
been ejected from the property, and that you denied him permission to 
» back to the Pam Pam yard, or for that matter to go to any other 
freations where the equipment could be found. Is that a correct 
statement of what happened ? 

Mr. Hartine. Not quite. ’ 

Mr. ReppAn. What is the correct statement? What is your version 

1 ened ¢ 
ig mei The denial that he was given, if you want to call it 
that, was not a denial. It was a directive that he would cease from a 
certain line of questioning of certain people. 

Mr. Reppan. What line and of what people? _ 

Mr. Hartine. ‘The problem was, or the question that came up was, 
he was trying to determine the qualifications of a medical doctor 
licensed to practice, and of engineers also bearing a license to practice. 
I told him—I will try to tell it exactly as I told him—that I did not 
consider myself, him, or anybody else in the Mission qualified to pass 
on the judgment of the licensing bureaus that gave these people their 
license. I presumed that if they had a license issued by competent 
authority they were qualified, and it did not take any special inquiry 
on his part to determine that. : ! 

Mr. Harpy. Will you go a step farther and say if they had a license 
they were qualified, and this guaranteed they were performing 

operly ? 

a Bigtiva. This is not what I said. 

Mr. Harpy. I asked you if you would go a step further. 

Mr. Hartinc. No, I wouldn’t goa step further. I would say he was 
perfectly right in investigating whether or not, under the contract, one 
engineer or two engineers or three engineers, had been provided of 
thepropertype. And if 

r. Harpy. Would it have been his responsibility if he saw im- 
proper actions being carried on by the engineers, which common horse- 
sense would indicate, for him to call that to somebody’s attention ? 

Mr. Hartine. It would be improper not to call it to our attention. 

Mr. Reppan. Didn’t he report to you that he had been denied per- 
mission to examine the equipment? 

Mr. Hartinc. He had already examined the equipment. He re- 
ported that he had had an altercation with Mr. Peabody and had been, 
ashe put it, thrown out. 

Mr. Reppan. This is what Mr. Miller testified to, on page 826 of 
the transcript of Mr. Miller’s testimony, March 20, 1959. He was 
talking about his examination of the machinery and equipment and 
how much he had found unsatisfactory. 

He was asked by the chairman: 





You indicated that you checked from one-fourth to a third of the total 
equipment. 


Mr. Miter. Yes, sir. 

Mr. Harpy. Why didn’t you check the rest? Was it not so located that you 
could? 
Mr. Mirter. No, sir. I was denied permission to go back to the Pam Pam 


yard or to go to Xieng Kouang, or to any of the other locations where the equip- 
ment could be found. 


Mr. Harpy. Who denied you that permission? 
Mr. Miter. Mr.—my immediate boss, Mr. —— 
Mr. Reppan. Harting? 
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Mr. MrrtEr. Mr. Harting and Mr. Kotz. 

Mr. Reppan. What was Mr. Harting’s position? 

Mr. MILLER. He was Controller at the Mission. 

Mr. Harpy. Did he give you any reason for denying that permission? 

Mr. Mitter. Yes, sir. He had, about 3 weeks before I started this investigatio, 
he had told me to stay home, that I had “rocked the boat enough,” and that 
"wouldn’t need to come to work.” 


Mr. Harpy. Mr. Harting, as you listen to this testimony I want you 
to bear in mind it was given under oath and that your testimony jg 
also being given under oath, and there may be conflict. I want you 
to keep that in mind as you testify. 

Go ahead. 

Mr. Reppan. Mr. Miller continues, referring to you: 

He said when this thing blew up, “You are just going to turn the boat Over 
stop it, don’t go out there, don’t write a report on possibly fraudulent aspects 


of this transaction; make your report on the equipment, do not report on the 
eontracts under which the equipment is being used.” 
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Ts that substantially what you told him ? 

Mr. Harrie. I can’t answer that “Yes” or “No.” This “rocking of 
the boat” business doesn’t sound like my talk, first of all. I don’t ug 
that terminology. 

Mr. Monacan. Did yousay it or not? 

Mr. Hartine. Not tomy knowledge, I never said that. 

Mr. Monacan. You would know it if you said it, would you not! 

Mr. Hartine. This was how long ago? A year ago? One year ago, 
I would have no occasion to say that. 

What I was saying, basically, I think I pointed this out to others, 
the conflict, if you want to call it that, or the difference of opinion, 
was not that he would never write a report. That is not quite right, 
This was a matter of the form that the report would take. First we 
wanted a report on the end use of the actual dollar equipment, misuse 
or nonuse or whatever you want to call it, which would call for, could 
call for a claim for refund from the Lao Government. That is one 
thing. We wanted that by itself. 

Second, as far as the contract, the operation of the contract, that 
could very well have been in a separate report, and that was what we 
were talking about. 

He was asked to make that into a separate report, which had to do 
with the actual contract performance, but not to mix them all up in 
one salad bowl. 

So this is what—and as far as denying him permission to go any- 
where else, one of the objections to his report was he claimed he had, 
right in the title and in the beginning, said he had investigated 4 
million dollars worth of equipment. We pointed out, Mr. Kotz 
pointed out that he had actually investigated only a half of that, and 
he said he should report on the $500,000, and the investigation would 
go on for another $500,000, or whatever part he investigated. 

Mr. Reppan. I didn’t understand that. 

Mr. Harrinc. Don’t say you examined a million dollars when he 
examined a half of that. 

Mr. Reppan. Did you deny him permission to examine the rest of it! 

Mr. Hartina. I do not recall having denied him permission to 
examine anything at any time. 

Mr. Harpy. Tell the committee what conversation you had with Mr. 
Peabody about this incident. 
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5 
than this. He saw me, rather, and walked across the space about 
as big as cater-corner across this room, and said he was sorry that he 
| had this altercation with Mr. Miller, that Mr. Miller had irritated 
t | him beyond all means and that he was sorry, that if Miller were to 
come back, if he wanted to he could see the records. 

Mr. Harpy. Did you tell Mr. Miller that? 

Mr. Harrine. I told him several days later. Two or three days 
later. This happened 38 or 4 days later, and I ment ioned that to Mr. 
| Miller. By that time Mr. Miller had decided he wasn’t going any- 
where. 

Mr. Reppan. He was what? 

Mr. Hartinc. By this time he had decided he was finished and he 
wasn’t going anywhere. is 
e Mr. Harpy. You didn’t tell that to Mr. Miller until virtually he 
has been instructed to resign ? . 

Mr. Harttne. He was not instructed to resign. 
if Mr. Harpy. Do you know that forafact? —_ . 
<0 Mr. Hartinc. He was not instructed to resign. He resigned. 
| Mr. Harpy. What alternative was he given ? 

Mr. Hartine. To stay and work. He had a right to work. 
Mr. Harpy. Do you have personal knowledge of that fact? 


Mr. Hartrnc. I saw Mr. Peabody about 5 minutes in a crowd bigger 
\ 
| 








t? Mr. Hartina. I was there. 

0. | Mr. Reppan. Where? | 

s Mr. Hartinc. This was at my desk. We were there: Mr. Miller 
8, came in and Mr. Kotz came in to my office. In fact, I think Mr. 
, Miller, if I recall right, Mr. Miller came in—whether they were right 
tt, together—his desk is next to mine—and he came over. It had nothing 
ve to do with this particular thing. Mr. Miller was very unhappy, very 
se disturbed, and he did not feel that anyone should have the right— 
1d Mr. Kotz, who was supposed to do it or myself, even—had the right 
ne to review his reports and to make any suggestions or any correc- 


j 

|  tions—corrections not in substance but in form, perhaps. And he 

made an ultimatum at that particular moment that he would not— 

that any change would not be made in his report that he had any 

responsibility for, that he would not permit it, or words to that 
effect. 

I don’t know if it happened at that particular moment—I think it 

did—he said if he had to—I am groping for the exact words now-— 

ry: if he were—if this was to continue, he would—his resignation would 


ad, be on the Director’s desk the next morning. 

la Mr. Harpy. Was that the point at which you took away his stenog- 
otz rapher ? 

ind r. Hartine. This is news to me, sir, about a stenographer. First 


ald of all, he didn’t have a stenographer. He had a typist in his office, 
end-use office, a Siamese boy, that he was not perfectly satisfied with. 
But he had no other secretary or stenographer. 

Mr. Harpy. Did you deny him the use of that typist ? 

Mr. Hartinc. No. No reason to deny that. The first I knew about 
that—— 

Mr. Harpy. Did you take his typewriter? 


Mr. Hartina. That, again, I read about in his book—in his testi- 
mony only. 


it! 
to 


Mr. 
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Mr. Harpy. Is it your testimony that you did not remove his type. 
writer ? 

Mr. Hartine. I did not touch his typewriter. I do not know who 
did, if anybody. 

Mr. Harpy. Did he come to you and complain that he did not haye 
a typewriter available or astenographer ? 

Mr. Harrinea. I do not recall that he did. 

Mr. Harpy. Don’t you think you would recall? Here is a man who 
had instructions to write a report. Did he complain that you would 
not even permit him to use the Siamese ? 

Mr. Harring. No. I do not recall any complaint of that nature, 

Mr. Harpy. Did he complain that even after you took away the 
Siamese, who was supposed to do his typing, you took away his type. 
writer? You have no recollection of that? 

Mr. Harrine. Are you making a statement that I took away his 
typewriter ? 

Mr. Harpy. I am asking if he complained of that to you. 

Mr. Harrtina. By that time he had said he would type, he would 
make his report—I don’t know right now, I cannot actually say this 
in all fairness, I can’t say one way or another. I know [ did not 
personally say that he couldn’t have a typewriter; I did not take 
away hissecretary, or his so-called secretary. 

Mr. Harpy. Mr. Kotz was your No. 2 man? 

Mr. Hartine. That is right. 

Mr. Harpy. Did you instruct him to take those actions? 

Mr. Harting. No, sir. 

Mr. Harpy. Do you know whether he did? 

Mr. Hartine. No, sir. 

Mr. Harpy. Aren’t you supposed to know ? 

Mr. Hartina. I am supposed to know many, many things; but I 
didn’t know this. 

Mr. Harpy. Can you testify that Mr. Miller was not denied the 
use of his Siamese typist who was in that section ? 

Mr. Hartina. I cannot testify that he was denied that. 

Mr. Harpy. Can you testify that he was not denied it ? 

Mr. Hartrne. To my knowledge he was not denied that. 

Mr. Harpy. You haveno knowledge then ? 

Mr. Harttne. I have no knowledge that he was denied that. 

Mr. Harpy. Can you testify of your knowledge whether Mr. Kotz 
removed the typewriter that Mr. Miller had been using? 

Mr. Hartrna. I don’t know that. 

Mr. Harpy. You don’t know that? 

Mr. Hartinea. No. 

Mr. Harpy. I will read you Mr. Miller’s testimony under oath: 
Mr. Mitter. During the course of this long hectic series of disputes, I was told 
I could not have an American secretary. Of course, without an American sec- 
retary I could not write a classified report. 

Is that a fact? 

Mr. Harting. That last sentence is right. You cannot write a clas: 
sified report without an American secretary. 

Mr. Harpy. Did he tell you that he had to have an American secte- 
tary in order to get that report typed because it was classified ? 
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Mr. Harttnc. He may have told me that, and I know he was given 
ry. 
easy. I am talking about what happened with younow. Iam 
not talking about the time that he finally got one, allegedly from Mr. 
._—_= Answering that, he couldn’t get one from me because 
[had no secretary myself. 

Mr. Harpy. Wouldn’t it have been up to you to arrange forit? You 
were his superior, weren’t you 4 

Mr. Hartina. That is right. 

Mr. Harpy. Wouldn’t it have been up to you to go to the Mission 
Director and tell him that you had a classified report being prepared 
in your section and you had to have an American secretary to prepare 
it? Was that your responsibility or was it his? 

Mr. Hartrne. I would say it was mine. 

Mr. Harpy. Did you do it? 

Mr. Hartrnc. I don’t know. I don’t remember. 

Mr. Harpy. Don’t you remember whether you went to the Mission 
Director and told him that Miller needed an American secretary to 
write a classified report ? 

Mr. Hartrnc. I probably wouldn’t go to the Director. I would go 
tothe Executive Officer. 

Mr. Harpy. Did you dothat ? 

Mr. Harrine. I don’t know for sure. I probably did, but I don’t 
know. I cannot recall that detail. 

Mr. Harpy. You cannot recall that you did do it? 

Mr. Hartine. No. 

Mr. Harpy. Was Harkins the Executive Director at that time? 

Mr. Harrine. I don’t believe he had arrived there yet. 

Mr. Harpy. Do you know who was? 

Mr. Hartine. Probably Mr. Moncy. 

Mr. Harpy. But you have no recollection of having carried out Mr. 
Miller’s request for an American secretary ? 

Mr. Hartinea. I think I did, but I don’t recall it and I won’t swear 
that I did or didn’t. 

Mr. Harpy. Continuing with Mr. Miller’s testimony : 

Then I was told that my subordinates, who were one Thai and two Chinese, 
could not type my report for me. 

Did you tell him that ? 

Mr. Hartine. No. 

Mr. Harpy. You knew it was so because the report was classified ? 

Mr. Hartine. Well, this was—he didn’t say classified. His whole 
report was not classified. 


J r. Harpy. It contained a lot of classified information all the way 
through. 


Mr. Hartine. We may be talking about two different things. I am 
talking about this record report. 
Mr. Harpy. About two reports? 


Mr. Hartine. He wrote many reports. Most of them were typed by 
this Siamese. 


Mr. Harpy. These were preliminaries? 
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Mr. Harrine. No, they were end-use reports. If he is talking about 
the special report, the long report which was going to blast the Mis. 
sion off the earth 

Mr. Harpy. I don’t know. Did he say that? 

Mr. Harting. To that effect. 

Mr. Harpy. He told you that? 

Mr. Hartine. That the Mission would be very lucky if there was q 
Mission after he finished his testimony. 

Mr. Harpy. Mr. Miller told you that ? 

Mr. Hartine. Yes. 

Mr. Harpy. What was your response to that ? 

Mr. Harrine. There was no response. How could I make a re. 
sponse to a statement like that? 

Mr. Harpy. I am not sure. Was there any suggestion at that time 
that he resign ? 

Mr. Harrine. No. This was I think after that. After he had 
resigned. 

Mr. Harpy. Continuing with Miller’s testimony, he said: 

Then I was told that my subordinates, who were one Thai and two Chinese, 
could not type my report for me. And they took my typewriter away from me 

Mr. ReppaNn. They took your typewriter away from you? 

Mr. MILLer. Yes, sir. 

Mr. RepDAN. Did they let you have a pencil or anything? 

Mr. MILLer. Well, I kept that. 

Mr. Harpy. Who made the order with respect to your secretary? 

Mr. Miter. Mr. Kotz. I believe that is the incident in which I asked for 
a written order. 

Do you know anything about that? 

Mr. Hartiinea. No. 

Mr. Harpy (continuing) : 

Mr. Kotz then called in the entire staff and said no one in his office would 
get a written order for anything. At any event that was the policy of that con- 
troller’s office. 


Is that factual ? 

Mr. Hartrne. I wouldn’t say that was the policy of the Controller's 
office. The Controller’s office policy has always been just the opposite 
of that. 

Mr. Harpy. Weren’t you aware of this meeting? 

Mr. Hartine. No. I don’t recall any such meeting. 

Mr. Harpy. You were the Controller and you didn’t know any- 
thing about Mr. Kotz calling in all of the staff in that office? 

Mr. Harring. Not in my office he didn’t. 

Mr. Harpy. I don’t know whether it was in your office. 

Mr. Harttne. I was in an office by myself. 

Mr. Harpy. I understand. So if Mr. Kotz called in all of the per 
sonnel subordinate to you in your section and made these statements, 
you don’t know about it; is that right? 

Mr. Harrine. That particular statement I do not know about, no, 
sir. 

Mr. Harpy. Do you know whether Mr. Kotz did call in all the other 
subordinates in connection with this discussion with Mr. Miller! 

Mr. Harrie. I don’t recall such instance. 





not lett: 
Mr. I 
The 1 
was the 
one he 1 
Mr. |] 
put any 
a While 





ut 


a 


me 


for 


ould 
con- 


ler’s 
site 


any- 


UNITED STATES AID OPERATIONS IN LAOS 697 


Mr. Harpy. I asked Mr. Miller: 


How did you happen to lose your typewriter? 

Mr. Mrtier. It would really take me until the end of the year to type it, but 
he simply took it into his office, I suppose, and told me not to type it. 

It is your testimony that you have no knowledge of that? _ 

Mr. Harttna. I don’t recall anything of that nature that particular 
nature, no. ° ‘ ‘ . 

Mr. Harpy. Shouldn’t you know if your immediate subordinate 
instructed a lower subordinate not to write a report ? 

Mr. Hartine. I should know that, naturally, because nobody—— 

Mr. Harpy. Wouldn’t it be your responsibility to know it? 

Mr. Hartine. That is right. 

Mr. Harpy. If your deputies attempted to suppress information 
that was significant, don’t you have a responsibility with respect to it? 

Mr. Hartine. I have the responsibility and I suppose I am re- 
sponsible for this happening, if it happened, because I did not know— 
I had no orders to do so, I gave no orders, I gave no consent to such 

thing. 

7 eon. I am not thinking about your orders. I am thinking 
about your responsibilities as Controller. You knew, did you not, 
that Mr. Miller was having trouble getting this report prepared ? 

Mr. Hartine. Again I want to ask, which report? I think we are 
talking about a report which he was going to write after he left my 
office. I think that is what we are talking about, the report that 
would be 40 or 50 pages long and would tell everything that was 
wrong with the Mission. I never saw such report and I don’t know 
why we would stop him writing it. In fact, if he were going to write 
such report I would much rather have it written. 

Mr. Harpy. I don’t know why you would stop him from writing it 
either, but he obviously had a lot of trouble getting anything pre- 
pared over there from the time of this feud with Mr. Peabody. 

Are you familiar with the troubles that he had following that diffi- 
culty with Mr. Peabody ? 

. Hartine. Which discussion? Are we talking about this epi- 
sode I put in here 

Mr. Harpy. That is the one I am speaking of. 

Mr. Hartine. I am familiar with it now. 

Mr. Harpy. You weren’t familiar with it before ? 

Mr. Harring. I certainly would not put myself in the position of 
not letting him use a typewriter. 

Mr. Harpy. I would hope not. 

The report to which he was referring, according to his testimony, 
was the report which was made to you. Does that clear up which 
one he was talking about ? 

Mr. Hartine. That report wasn’t made. I repeated I would not 
put any stones in the way of making it. Again I repeat what I said 
a while ago— 

Mr. Harpy. I am not saying what you would do. I am trying to 
find out what happened in your office. 

Mr, Harrinc. t will repeat it. I did not put any stones in the way 
of his doing his job. 

Mr. Harpy. If Mr. Kotz did, you are not aware of it? 
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Mr. Harrine. I don’t believe he did. I don’t know why he shoulg 
and I don’t know about him doing it. 

Mr. Harpy. The next statement by Miller: 

This report was made to Mr. Harting and should have been transferred to 
Washington. 

You testified that you did transfer a report to Washington. 

Mr. Harrine. I transmitted all reports to Washington. 

Mr. Harpy. Mr. Miller continues: 


I don’t think it was in Washington when I got back. 


To whom did you send it? 

Mr. Hartine. First, let me state this, there is no requirement in the 
regulations that any reports be sent to Washington except as the 
Director of the Mission would send them when there was somethj 
that he wanted specially called to the attention of Washington. Ih 
fact, an ordinary report does not come to Washington. TI, ta own 
responsibility, early in the game, decided that all reports would com 
to Washington regardless of this regulation because I wanted to be 
sure that Washington was made aware of what was going on, of every- 
thing, though I was told I was not supposed to. 

When I did send the reports in, after I had read them, after I tried 
to digest them, and after I had sent them to the director, the primary 
party, the original went to the Director—I always had prepared thre 
extra, several extra copies but three copies in particular, one for the 
Deputy Director for Operations of the Far East, two copies for the 
office of the Controller in Washington. 

Mr. Harpy. Did you send them directly or through the Director! 

Mr. Harrina. Originally, they used to go through the Director’ 
office but eventually they just got so it was recognized they would go 
automatically. 

Mr. Harpy. Do you know which system was in effect at the time of 
this particular situation ? 

Mr. Hartine. At this particular situation, I believe Mr. Robbins 
was there at that time. 

Mr. Harpy. Yes, I think he was. 

Mr. Harrtna. I was sending them direct. I wasn’t asking anybody 
about them. 

Mr. Harpy. So, then, these reports, under your then policy, would 
have come directly to Washington regardless of what Mr. Robbins did 
with his copy ? 

Mr. Harttne. That is right. I also went a step further than that, 
as the documents themselves will show. Anything that looked like 
there was anything out of the way on the part of either Mission or 
anybody else, particularly in the case of the allegations there, welt 
the carbon copy went immediately to the PSI man in Bangkok. _ 

Mr. Harpy. When you sent that to Mr. Robbins, you accompanied 
it with a transmittal letter ? 

Mr. Hartine. That is right. 

Mr. Harpy. I ask you if this is a copy of the transmittal letter 
which accompanied that report Fhiandinee) 

Mr. Harttina. Yes. 
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Mr. Harpy. I will read just a couple of paragraphs from it: 


In spite of its length, however, it is recommended that the report be read in 
its entirety since it clearly reveals some of the crosscurrents at play in the 
Mission, particularly as they are affected by this and other Universal contracts. 

The report does reveal a bad state of affairs. There appears to be little, if 
any, doubt that this equipment has been misused and abused. 


Skipping : 

Certain items were turned over to the RLG and receipts obtained. Other 
items were retained in the custody of USOM on the theory that such handling 
would protect the equipment from the misuse revealed in this report. How- 
ever, it appears that this handling was known to and fully concurred in by the 
Minister of Public Works. 

Mr. Miller’s conclusions and recommendations are now being prepared and 
will be presented soon in classified form. 

What did that mean ? 

Mr. Hartine. This is the other report. He mentioned that he was 
writing a classified report. This is the report I think he is referring 
to, saying that he would tell all the things that he knew, or many 
things that he considered wrong with the Mission, plus, he said I 
think in the report, in the report itself, he mentioned there were cer- 
tain things that could not come out except in classified form. ‘Those 
are the two things I have in mind. 

Mr. Harpy. The second report, the classified report——— 

Mr. Hartine. I have never seen. 

Mr. Harpy. You have never seen that report ? 

Mr. Hartinc. I don’t know if it was ever finished off or not. 

Mr. Harpy. Did you give Mr. Miller any assistance so that he could 
prepare that ? 

Mr. Hartine. I gave him no special assistance, no. He didn’t ask 
for any. 

Mr. Harpy. Then it would be your testimony that the other report, 
the one which you sent. to the Mission Director and to Washington, 
did not contain classified information and could have been typed by 
the foreign nationals? 

Mr. Hartine. I don’t know what it would have contained. 

Mr. Harpy. You saw the report, the other one, the one that you 
submitted to the Mission Director. 

Mr. Hartinc. This is the one I submitted to the Mission Director. 

Mr. Harpy. This is the one I am talking about. 

Mr. Hartina. It is not classified. 

Mr. Harpy. I understand. But it refers to a classified one. 

Mr. Hartina. He said there would be certain things—if I remem- 
ber reading in that report—he said there were certain things he 
culdn’t put in this report because they would be classified. 

Mr. Harpy. Let me turn it around the other way. Was this re- 
port, which you transmitted with the letter I have just read from, 
classified ? 

Mr. Hartinc. No. 

Mr. Harpy. It was not? 

Mr. Harting. It was not. 

Mr. Harpy. So that report could have been typed by the foreign 
nationals in your office ? 

Mr. Hartine. This was. 

Mr. Harpy. It was? 
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Mr. Hartina. Yes, sir. 

Mr. Harpy. And you have knowledge of that fact ? 

Mr. Harrtrne. The initials will show right on there somewhere op 
the report. I don’t think Mr. Miller typed it himself. 

Mr. Harpy. Where is that report? 

Mr. Hartina. Maybe that is it. 

Mr. Harpy. It is not in this file? 

Mr. Reppan. No, sir. 

Mr. Harpy. Where did this file come from ? 

Mr. Reppan. From ICA. 

Mr. Harpy. Have we ever asked anybody for it? 

Mr. Reppan. We have asked for the Haynes Miller report. 

Mr. Harpy. And didn’t get it? 

Mr. Reppan. We got this. But we don’t have the 100-page report, 

Mr. Harring. It was a large report, about this thick, with many, 
many photographs. 

Mr. Reppan. This has photographs. 

Mr. Harpy. Is this the report that you are talking about? Takes 
look at it. 

Mr. Reppan. That is report No. 12. 

Mr. Hartinea. That is the one we are talking about. 

Mr. Reppan. Report No. 12 is the one you are talking about? 

Mr. Harring. Yes. 

(Report was handed to the witness. ) 

Mr. Harpy. That is the report that you transmitted with that 
letter ? 

Mr. Hartine. That is right. 

It has attached to it all the special reports that Mr. Reed had written 
and the people from—— 

Here it is, “YY.” This was typed by the Siamese. That was his 
typist. 

"Me. Harpy. So that was the complete report, complete last report 
which you had access to, of Mr. Miller’s; is that correct ? 

Mr. Harring. I think there was one after that, on another matter. 
This is No. 12. This is the report that is the subject of most of this 
conversation, this case. 

Mr. Harpy. What subsequent reports that Mr. Miller prepared do 
you have knowledge of ? 

Mr. Hartina. There are two more, I believe. One report, No. 13, 
was a minor—I don’t know what it might be. There was another one 
which he prepared which he did not submit to me, which he sent 
directly to PSI in Bangkok, and I got it several, I would say a couple 
of months later after it was all over with that came to my attention 
which I immediately forwarded also. 

Mr. Harpy. You forwarded that to Washington ? 

Mr. Harrina. No. 14, yes. 

Mr. Harpy. Do we have that? 

Mr. Reppan. Yes, sir. 

Mr. Harring. That didn’t even clear me. 

Mr. Harpy. That was written after he lett your office? 

Mr. Harring. I think it was written about the same time. When 
he actually wrote it I don’t know. All I know it came to my atten- 
tion when it was returned to me by PSI after some period of time. 
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Mr. Reppan. Did you ever tell Mr. Haynes Miller not to mention 
the word “fraud” in his report ? 

Mr. Hartine. Not in that context, no, sir. 

Mr. Reppan. In what context? 

Mr. Harrine. I talked to him on several occasions. When he came 
in he would have his drafts—originally he used to come to me with 
his drafts to talk about. And I pointed out to him that he was not 
to loosely use the word “fraud” or words of that nature unless he was 

repared to defend them and prove them and had evidence to prove 
these things in the end-use report. In other words, if he wanted to 
make the statement there was fraud he should get enough backing 
to support it or it would have to be just in the matter of a memoran- 
dum to PSI, but not an end-use report as such. 

Mr. Reppan. How was he going to make his allegations of fraud? 


‘Was it not his responsibility to establish a fraudulent case? As an 


end-use investigator he had to turn up the allegations to PSI? 

Mr. Harrine. That is what I tried to say. An end-use investiga- 
tion report is a statement of fact, not of allegations. This is one of 
the things where we differed on our approach. There was no reason 
he couldn’t make allegations. He could make all the allegations he 
wanted to. But I didn’t want them in an end-use report, which is a 
statement of fact. 

There is a machinery which is in bad shape, we know this, but not 
allegations or rumor. The rumor as such he could turn over to PSI 
if he wanted to, and should in the form of a memorandum to them, 
not in this form. 

Mr. Reppan. Did you explain that to Mr. Miller? 

Mr. Hartine. That’s right. I did. 

Mr. Reppan. Was anyone else present when you explained that to 
him? 

Mr. Harrine. I don’t know. More than once we did this. Some- 
times alone, maybe others were in the room. Probably Kotz was 
there because he had a desk where we sat right next to each other. 
We had only one office for the two of us. 

Mr. Harpy. You had one office for the two of you but Mr. Kotz 
never told you about the problem with Mr. Miller in connection with 
clerical help ? 

Mr. Harttne. This particular matter I don’t recall him ever talk- 
ing about that. There were many—sure, there were times when he 
talked about his problems with Mr. Miller. 

Mr. Harpy. And he didn’t tell you that he called in all the other 
members of the staff and told them not to give Mr. Miller any help? 

Mr. Harrina. I don’t recall him ever telling me anything like that. 

What I was trying to say a moment ago in answer to your question 
I could go further and say that Mr. Miller was never told he couldn’t 
find out anything or report anything. I told him on one or two oc- 
easions that he can report anything and there is more than one way 
of getting information through to the proper people. It did not have 
to be wrapped up so that there was mass, just a big mass of facts 
and allegations all twisted into one document. I wanted to bring 
them out and specified by classifications what they were. The facts 
is one thing, the allegations another. 
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Mr. Reppan. Did you help him get back to the Pam Pam Hoy 
to examine the machinery and equipment ? 

Mr. Hartine. No, sir. Except what I told you. I told him afty, 
Peabody had mentioned that he was sorry about this argument, anq 
I told him he could have gone back then, he could go back, but he 
didn’t go back. 

Mr. Reppan. At that time I understand you said Peabody gajq 
you could examine the records of Universal ? ; 

Mr. Harrina. I won’t guarantee the exact wording. 

Mr. Reppan. Isthat your understanding of what he said ? 

Mr. Harrine. I understood that he could go back and do whateye 
he was, follow his investigation through, is the way I understood i 

Mr. Reppan. Would that include examination of the records of 
the company ? 

Mr. Harrina. So far as they pertained to this contract. 

Mr. Reppan. Yes, so far as 

Mr. Harrina. That is what I am assuming, yes. This is an ag. 
sumption. 

Mr. Reppan. Did you ever go back and examine the records? 

Mr. Hartine. No. 

Mr. Reppan. Did you have authority to examine the records under 
the contract ? 

Mr. Harrine. I don’t remember. If this was a lump-sum contract, 

Mr. Reppan. Did you ever see the contract ? 

Mr. Harrina. I have seen it, but I don’t recall it offhand at the 
moment. 

Mr. Reppan. Did you put into the contracts, not only this contract 
but other contracts during your tour of duty over there, the right of 
the Government to examine the records of the company. 

Mr. Hartine. Lump-sum contracts? 

Mr. Reppan. Not lump-sum. 

Mr. Harrina. Not lump-sum, no. 

Mr. Reppan. Did you always follow that PMCD-35? 

Mr. Harrine. We attempted to as far as we could, but they wer 
not always followed. 

Mr. Reppan. Why weren’t they followed? What does that regula- 
tion require ? 

Mr. Harrie. It specifies the—starts off something “ICA wil 
finance contracts under certain conditions,” among others. I remem- 
ber how it read, more or less; it defines the types, lump-sum and cost 





plus and fixed fee, but not cost plus percentage. Also unit pric | 


contracts and so on. 

And it gives the formula, somewhat of a formula of how to deter- 
mine overhead and not necessarily fee, and certain other requirements 

Mr. Reppan. Did you follow that directive on all of the contracts 
to which it was applicable? 

Mr. Hartina. It so happens that in a great many of the contracts m 
the earlier days I did not get to see until after they had been signed 
and gone through. 

Mr. Reppan. You did not see the contracts? 

‘Mr. Hartina. Not all of the contracts. It was impossible for me 

to have seen them all. Later on 

Mr. Reppan. Why was that, sir? 
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; ' 

Mr. Hartina. The same reasons that were outlined very graphically 
r \ by Mr. Harkins yesterday, that this was a program and an operation 
1 { that was operated in a very slow-moving country, was moving very 
s | fast. Everything was on a crash basis for over a year there, and 


Mr. Reppan. How many contracts did you let in a year? 
d Mr. Harrrne. I don’t know offhand. 
Mr. Reppan. How many contracts did Universal get ina year? Or 
in 2 years, in a 2-year period ! n 
Mr. Harrinc. Of these large ones? There are three or four of 
t | them, five maybe. And there are smaller contracts for miscellaneous. 
it. Mr. Reppan. Was PMCD-35 followed in any of those contracts? 
of Mr. Hartine. Not in its entirety, no. 
Mr. Reppan. What? 
Mr. Hartinc. Not in their entirety. In fact I don’t think PMCD 
was even known to the Mission until I was able to get a copy sent 
\S- out. 
Mr. Reppan. When did PMCD-35 come into existence ? 
Mr. Hartinc. That has been in existence for several years. 
Mr. Reppan. It was in existence when you took over there, was it 
ler | not? 
Mr. Hartine. Yes. 


ct, Mr. Reppan. You knew about it at that time? 
Mr. Hartine. I knew about it, but there were none available at the 
the | Mission. 


Mr. Reppan. When did you first learn that the Mission was not pro- 
act | tecting the moneys of the United States by including the provisions 
-of | of PMCD-35 in the contracts ? 

Mr. Hartine. I wouldn’t put it in quite those words. 

Mr. Reppan. You can put it in whatever words you want. 

Mr. Hartine. I knew, I found out fairly early that many of the 
special boiler plate was not in the contract, and should have been in 


I 


there. 
vere Mr. Reppan. What did you do about it ? 
Mr. Hartine. I told the parties that they should have this in there. 
ula- Mr. Reppan. Who did you tell ? 


Mr. Hartine. The Director and the procurement officers. 
will Mr. Reppan. You told de Paul that ? 
em Mr. Hartrne. Yes, I informed him. 
cot | Mr. Reppan. Who else did you tell ? 
yrice Mr. Hartine. And Miller, and in fact—— 

| Mr. Reppan. Which Miller? 

eter- | Mr. Hartinc. Charles Miller. And everybody else who had any- 
ents | thing to do with signing the contracts. 
racts | Mr. Reppan. How about McNamara? 

Mr. Hartine. I don’t know if I ever talked to McNamara. He is 
tg in | Lot supposed to sign contracts. 
ond | Mr. Reppan. He approved 
Mr. Harting. He approved them. 


Mr. Reppan. He approved payments, didn’t he? He approved the 
me | Work for payments? 


Mr. Hartinc. He approved whether or not the work itself was done. 
That was his signature. 
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Mr. Reppan. What did Mr. de Paul say when you brought this 
to his attention ? 

Mr. Harrina. Mr. de Paul realized, knew that there were many 
cases where he did not have these special provisions in them. 

Mr. Reppan. He knew 

Mr. Harrine. Particularly the matter of not so much the audit be. 
cause most of them were lump-sum contracts, in fact they were 4]] 
lump-sum contracts in those days, but—— 

r. Reppan. What is that? 

Mr. Harrine. They were all lump-sum contracts, in the beginning, 
There were no cost-plus contracts. 

Mr. Reppan. How about the very first contract; was that a lum 
sum contract, the very first one between Universal and the Mission? 

Mr. Hartine. Yes. 

Mr. Reppan. One with respect to the machinery ? 

Mr. Hartine. That was not the very first one. 

Mr. Reppan. You are right. That was the second one. The con- 
tract with respect to the machinery, did that provide that ICA could 
examine the books of the company # 

Mr. Harrina. I don’t remember now but it probably did. 

Mr. Reppan. Do you know what the amount of that contract was! 

Mr. Hartine. No, sir. 

Mr. Reppan. Do you recall that it was a lump-sum contract for 
$15,950 and that the work was supposed to be completed in about 
60 days? 

Mr. Hartine. That is it. 

Mr. Reppan. Do you know how much the company was paid under 
that contract ? 

Mr. Hartina. I understand now that they were paid about roughly 
twice that much. 

Mr. Reppan. Whose responsibility was it to see that they were paid 
under the contract and paid the contract price? 

Mr. Hartina. It is my responsibility. 

Mr. Reppan. And you permitted them to receive twice the amount 
that they should have received under the contract, is that right! 

Mr. Harting. There is a question in my mind whether it was only 
onecontract. But to answer your question 

Mr. Reppan. Excuseme. Let me read this testimony of Mr. Burns, 
the ICA auditor, and then I would like to have your comments on it. 

Mr. Hardy said: 


The contract was a lump-sum contract? 

Mr. Burns. Lump-sum. 

Mr. Harpy. For 15,000 some-odd dollars? 

Mr. Burns. Yes, 

Mr. Harpy. Finally wound up by paying $49,000? 

Mr. Burns. That is right. Lump-sum contract for $15,950 and only supposed 
to last for 60 days, thereabouts, approximately 60 days. 

Mr. Harpy. I see. 

Mr. Burns. But the actual amount of days that it took to carry out contracts 
was 177 days, and the total amount of the contract and actual charge against 
the contract was $49,667. 

Mr. Harpy. What responsibility did the Controller have for that? 

Mr. Burns. It was the responsibility of the Controller not to pay any more 
than the $15,950. That is all the contract was for. That was the obligating 
document, when he records this in his records, that is obligation and he could not 
exceed that. 
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Mr. Harpy. Mr. Harting was Controller at that time? 
Mr. Burns. He was Controller at that time. 


Do you have any comments to make on Mr. Burns’ testimony in that 


Mr. Se tesre: So far as the fact that the Controller is, as I said, 
responsible for everything that happens everywhere, I agree with 

; hat. 
rate as the — on this particular contract, since I person- 
ally cannot handle each and every piece of pense that goes through, 
I had no knowledge until this was revealed, that such a thing had 
happened. There is no way of knowing it except 

ie. Harpy. What did you do about it when you found it out? 

Mr. Hartine. I never saw this report. Remember this was not 
fnalized until just before I left Laos. 

Mr. Harpy. That is Mr. Burns’ report ? 

Mr. Hartine. I believe I am right in my statement that this was 
brought to Mr. Burns’ attention by one of my own people who was 
making a detailed review of these contracts, of all contracts, in other 
words all bookkeeping. I had finally been able to set up in my own 
office, get enough people so that I could put a man to review our own 

rations. 
Pir, Harpy. Didn’t Mr. Burns discuss these deficiencies with you 
in the course of his audit ? 

Mr. Hartinc. He mentioned these various things that had come 
along. 

Mr Harpy. Didn’t he tell you about this one ? 

Mr. Hartine. He probably did. 

Mr. Harpy. What did you do about it when he told you? Did you 
try to find out who did it, who was responsible ? 

Mr. Hartina. I found out who actually paid the bills, certified the 
statement, the voucher for payment. 

Mr. Harpy. Did you find out why ? 

Mr. Hartine. No; this particular person was no longer there. 

Mr. Harpy. Every time something like this happens and we find it 
out the fellow is gone. It is a wonder you weren’t through before we 
got you to testify. All of our witnesses were previous employees. 

r, Harttnc. He is not a previous employee. He is still employed 
but not with this Mission. 

Mr. Harpy. Where is he? Did he get a promotion? 

Mr. Hartine. I hope not. 

Mr. Harpy. Who was he? 

Mr. Hartine. Mr. Armour Clark. 

Mr. Harpy. What was his name? 

Mr. Hartine. Armour Clark. He was my chief accountant at the 
time. 

Mr. Harpy. Do you know where he is now ? 

Mr. Harting. In Iran. 

Mr. Harpy. You had better check on that, Mr. Grant. 
know if he has a better job than he had in Laos. 

Mr. Reppan. Do you know what he is doing over there? 


_ Mr: Hartina. No; I do not know his exact job. I don’t think he 
ischief accountant. 


Mr. Reppan. What? 





I want to 
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Mr. Harttina. I don’t think he is chief accountant. 

Mr. Reppan. Is he Controller? 

Mr. Harrtna. Certainly he is not. 

Mr. Reppan. I would like to go back to the road contract anq 
ask you whether or not, after counterpart funds were authorized fo 
the use of the payment of the Universal account, you made any effort 
to include a provision in that contract permitting ICA or any Goy. 
ernment audit group to examine the records of the company to see if 
the contract were properly performed and the records were kept jp 
proper order? 

Mr. Hartine. Again, as I said, this was a contract between the Lap 
Government with the use of this particular money. The contract had 
been set up and I had that right without going to make any special] 
provision in the contract. 

Mr. Reppan. You had the right to examine? 

Mr. Hartine. The U.S. Government has the right to investigate the 
use, to audit the records of the Lao Government agency as to what 
they did with the money. 

Mr. Reppan. No; I say the records of the Universal Construction 
Co. Did you have any right to examine those? 

Mr. Harrine. No. 

Mr. Reppan. Your answer is “No”? 

Mr. Harting. I know of no right that we have to investigate that, 

Mr. Reppan. Could you have required or have caused to be in- 
cluded in that contract, an audit provision, at the time it was taken 
over by the U.S. Government ? 

Mr. Harrine. I don’t know enough about that to know whether or 
not I could have—we could have. If I had seen the contract I could 
have suggested it but I don’t think we had the right to require it. 

Mr. Reppan. You don’t think that could have been required? 

Mr. Harrine. I don’t know. This is a legal matter which I can't 
competently answer. 

Mr. Reppan. Was there any bigger contract in Laos at the time! 
: Mr. Harring. I wouldn’t know that. I doubt it but I wouldn't 

now. 

Mr. Reppan. Weren’t the contracts made available to you? 

Mr. Hartine. They would be made available as a part of the audit 
procedure when we audit the records. We would have to see the 
contract to determine whether the payments made by the Lao Gor- 
ernment of this money were in accordance with the contract. 

Mr. Harpy. With respect to Mr. Armour Clark, Miss Seymour has 
just called to my attention a list of Foreign Service personnel and 
their assignments. According to that list Mr. Clark now has a grade 
FS-5 and is chief accountant in Iran. Do you know what his grade 
was in Laos? 

Mr. Hartina. I believe it was an FS-5. 

Mr. Harpy. FS-5? 

Mr. Hartine. Yes, sir. 

Mr. Reppan. Where are you presently assigned ? 

Mr. Harting. Taipei, Taiwan. 

Mr. Reppan. Have you entered on duty in that country yet! 

Mr. Harrinea. Yes. 

Mr. Reppan. How long have you been there? 
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ince September 24, 1958. 
Mr. Harttne. Since ks 
. What is your present duty : 
= eee. I am ienol not_as Controller, I am > 
ay the title is adviser to the Chinese CUSA, which is t a y 
. within the Government of China to administer U.S. aid. 
. tee for “Committee for U.S. Aid. ’ . 
er Reppan. In what area do you advise ? 
Mr. Harrine. Accounting = auditing. 
. Thank you, Mr. Harting. | 
ay Cammidinee sand adjourned, subject to the call of the 
Feeapon at 12:25 p.m., the subcommittee was adjourned, to 
? . 
reconvene at the call of the Chair.) 


41067—59—_46 
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TUESDAY, APRIL 21, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFrFralrs 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2 p.m., in room 
1501-B, House Office Building, Hon. Porter Hardy, Jr. (chairman of 
the subcommittee), presiding. 

Members present: Porter Hardy, Jr., Henry S. Reuss, John S. 
Monagan, and George Meader. 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel ; Miles Q. Romney, counsel; Walton Woods, staff investi- 
gator; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan and myself, con- 
stituting a quorum under the committee rules. 

This is an executive session and a continuation of a series of hear- 
ings which the committee has been conducting in connection with cer- 
tain operations of the mutual security program in Laos. 

General Brown, I am delighted that you could be with us today. 
We will want to give you an opportunity to discuss particularly some 
of the testimony which has previously been given in connection with 
the PEO in Laos. I think, in view of the fact that all the other re- 
cent witnesses have been sworn, I had better have you sworn, too. 

(Rothwell H. Brown was sworn by Mr. Hardy.) 

Mr. Harpy. General, would you give the reporter your full name 
and your current address and then a brief biographical sketch, please? 


TESTIMONY OF BRIG. GEN. ROTHWELL H. BROWN, U.S. ARMY 
(RETIRED) 


Mr. Brown. Yes, sir. I am Rothwell H. Brown, brigadier general, 
US. Army (retired) ; 13835 30th Street NW., Washington, D.C. 

I retired as a brigadier general from the Army after 30 years serv- 
ice, I have had about between 17 and 18 years’ experience in foreign 
service in the Far East and in the Middle East, in China, Burma, 
India, Vietnam, Laos, Pakistan, and Korea. 

I think the last three positions that I had would be of most value to 
the committee. I was the chief of the Army section in MAAG, Paki- 
stan, and established that MAAG there in 1954. I was then deputy 
chief of MAAG in South Vietnam, deputy to General O’Daniel, and 
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was then sent back to Pakistan where I was chief of MAAG jp 
Pakistan when I retired in 1956. 

Mr. Harpy. After you retired, did you immediately go to Laos? 

Mr. Brown. Yes, sir. 

Mr. Harpy. And you went there as a civilian rather than in charge 
of a MAAG? 

Mr. Brown. That is correct; yes, sir. I was asked by Admiral 
Stump and Admiral Radford and the Joint Chiefs of Staff in Novem. 
ber 1956 if I would go out to Laos and they sent me out there, | 
stayed out there almost a month, in November and December of 1956 
and made a survey of the conditions out there, came back and stayed 
during the month of January in the Department of Defense, ang 
made certain proposals to the Department of Defense for reorgani- 
zation of the Programs Evaluation Office, which I thought were neces. 
sary to put in an effective program. 

I left Washington on the 31st of January 1957 and arrived in Laos 
on the 26th of February 1957, where I assumed the duties of the Chief 
of the Programs Evaluation Office. 

Mr. Reppan. How long did you remain as Chief of the Office? 

Mr. Brown. I remained there as Chief until February 27, 1959 
when I returned to the United States from Bangkok. 

Mr. Monacan. February 27? 

Mr. Brown. February 26. I beg your pardon. 

Mr. Reppan. Who was the Chief who preceded you # 

Mr. Brown. A man named Unger. Iam sorry, I can’t think of his 
first name offhand now. 

Mr. Harpy. Was he a retired military officer also?! 

Mr. Brown. He was a Reserve officer. He was not retired, Mr. 
Chairman; he was a Reserve officer from the Ordnance Corps. I 
think in the grade of major; I am not sure. It might have been 
lieutenant colonel. 

Mr. Reppan. Was he Acting Chief ? 

Mr. Brown. He was Chief at the time I took over. 

Mr. Reppan. The man who followed you is who? 

Mr. Brown. John A. Heintges followed me. 

Mr. Harpy. General, I think before we start questioning you, you 
may have had occasion to read some of the testimony in connection 
with the operation of the PEO. Have you seen any testimony? 

Mr. Brown. Yes, sir; I have seen some of the testimony before 
the committee and have had an opportunity to read it, Mr. Chairman. 

Mr. Harpy. It occurred to me that maybe you would like to make 
some general statement of your own before we start trying to tie 
together the loose ends we have observed, and if you do, we would be 
glad to have you doso. 

I want to call your attention, also, to the fact that this is an execu- 
tive session hearing and that everybody here is cleared for top secret 
information. Since this will be a classified record, you need not be 
concerned about the use of classified information. None of it will be 
released unless it has been cleared by the executive agencies concerned. 
That will give you a little more latitude in connection with your 
testimony. So if there is any statement that you would like to make 
before we start with the questions, please feel free to do so. 
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Mr. Brown. I would just like to thank the committee for letting 
me appear before it. I sincerely hope that if there are any points 
that are in question, that maybe I can help clear them up. I will do 
the best I can, sir. 


[Mr. Brown’s opening statement has been deleted for security reasons] 


Mr. Brown. That is all that I have. I think it would be simpler, 
Mr. Chairman, really, if I answered questions. 

Mr. Harpy. Allright. Go ahead. ' 

Mr. Reppan. There are several things we would like to discuss with 
you, General, but I think one of the most important to the commit- 
tee revolves around the January 1959 pay raise for the Lao Army. 
Could you tell the committee briefly the factors that led up to the rec- 
ommendation for the pay raise, or the transmission to CINCPAC by 
PEO or the country team relative to the pay raise ? 

Mr. Brown. I will be glad to. 

I would like to review, if I may, as to how we prepared the budget. 
When I first went out there, there was no budget for the Lao Army. 
The Lao Army submitted a request for so many millions of kip to sup- 

ort itself for the next year and that was turned over to USOM. 
The said they had enough counterpart funds or they didn’t and they 
finally agreed to give them so much aid; but they had no budget. 

The first thing I did was to get Mr. Gentry, the Controller, to es- 
tablish a budget both by chapter and article so that we knew where we 
stood on the way of funding. 

The previous year, before I got there, the defense support budget 
had run somewhere in the neighborhood of * * * or * * *. By 
bringing it down on to a regular budget format, we reduced the 
budget the first year I was there to around * * *. With the experi- 
ence that we gained in preparing the 1957 budget, on the 1958 budget 
we reduced it again to around * * *, 

The preparation of the 1959 budget, which we had hoped to start 
sometime in April or May, was delayed due to the fact that we were 
running this civic action program all during the months of April and 
May. I was so short-handed, we simply did not have time to do any 
budget work, and the Lao Army was so engaged in the civic action 
program that they would not even discuss budget matters with us. 

On the first of July the negotiations began in earnest for monetary 
reform, and at that time we stopped paying the Lao Army. There 
was no pay made to the Lao Army for the months of July, August, 
September, and October. So, during July and August, the Lao Army 
was rather reluctant to discuss budget matters because they wanted 
to clear up this matter of the budget reform, of the monetary reform, 
rather, and wanted to know where they were going to stand on that 
before they would discuss the budget with us. 

However, we were certain that the position in the State Depart- 
ment was going to be such that they were either not going to have a 
budget or that the budget was going to be at the new rate of exchange 
of somewhere between 80 and 100 to 1. 

At that time we did not know exactly what the new rate would be 
but we did begin our own preliminary studies in my office which indi- 
cated very clearly that there would have to be some adjustment 
made on any new rate of exchange that was made to cover the in- 
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creased cost of all items which were imported into the count 

the defense support program. You simply couldn’t take the old z 

and divide it by the new rate and come up with a flat figure, , 
For instance, medica] supplies, all bought-in France because thp 


doctors are all French out there and they have to be put in the defeng | 


support budget. There is no way to carry them in the 

Ammunition for French wea aul aetiibers. and mall cau ad 
to be put in the defense support budoes, and you are going to have ty 
add additional kip in there to cover the increased cost with the ne 
rate of echange. 

Along about August we had come up with a round figure of some. 
where in the neighborhood of * * * kip as the probable size of the 
new budget for 1959. We discussed this at great length in the Coup. 
try Team and with Mr. Lavergne, the Director of USOM. It wa 
very, very clear that they could not support from counterpart fund 
= size budget, and requested that we cut it down as far as we 
could. 

The 1958 budget had been * * * as I remember it. I can’t » 
member the exact figure. Somewhere in that neighborhood. They 
wanted us to hold it to that figure if we possibly could. We went over 
it and over it again all during the month of August, and it was qnite 
obvious we could not hold it at the old figure and still maintain , 
reasonable level of efficiency under the defense support budget. 

Mr. Harpy. That was strictly for the army? 

Mr. Brown. Strictly for the army, Mr. Chairman. 

Mr. Reppan. Is this for fiscal year 1960? 

Mr. Brown. 1959. I would hke to make this clear: Their budget 
runs from the 1st of January to the 3lst of December, which has 
always made it awkward for us because we are funding on a July1 
to June 30 budget. So we had an overlap all the time in the funding. 
Their budget was a calendar year budget. 

Mr. Reppan. When you speak of 1959, that is a calendar year 
budget? ’ 

Mr. Brown. Yes, sir. 

Mr. Reppan. That would be our fiscal 1960? 

Mr. Brown. That is correct. Half the fund would come out of 
fiscal 1960 and the other out of the other fiscal year. And that has 
always been a source of difficulty for us. 

We had our first joint budget meeting in the first week of Septem- 
ber. That consisted of myself, my Controller, the people who, you 
might say, were my technical service chiefs—ordnance adviser, sig- 
nal adviser, transportation adviser; the Lao Chief of Staff of the 
Army, all of his technical assistants, and with each one of thos 
there was a Frenchman who really was doing most of the work. 

At this meeting we laid down what you might call a general, broad 
guideline for the budget, and told them—we gave them no top ceiling 
at all, but we told them that they could not exceed the previous year’s 
budget. It was a very difficult thing to get across because monetary 
reform had not been decided on, Mr. Chairman, and they were bound 
and determined that was going to be at 35 to 1, where we knew tt 
was going to be at some other figure. But we had to get it started; 
we couldn’t wait any longer on it. 
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We gave them 30 days to come in with their initial budget sub- 
igsion. That would have gotten it in to us about the end of Sep- 
ber. Actually, they did not get their first submission in to us 
until well into past the middle of October. They came in then with 
a budget request for * * * “3 

I ee had a personal conference with the Secretary of State for 
Defense, Mr. Khoranhok, who I found to be very, very fine to work 
with, and explained to him that this budget was entirely out of any 

roportion that we were going to support, that they would simply 
fave to cut it back, and if they didn’t cut it back that we were simply 
ing to arbitrarily cut it back. 

So we set up a committee, personnel from my staff, personnel from 
his office, and personnel of the technical service chiefs, to cut the 
budget back, and at that time I took it up with the Country Team. 
We had several meetings on it and came up then with an agreed figure 
or * * * kip as what they thought they could support. ' 

Mr. Lavergne, the Director of USOM, asked me to try to get it 
down to * * * kip if we possibly could. There was difficulty in 
raising counterpart funds. Asa result of this meeting we finally got 
the thing chopped down to * * * about the end of November. 

I am talking a lot easier, Mr. Chairman, than it actually hap- 
pened. When you start cutting a budget on people it is a very painful 
process. But we did chop it down. We cut over * * * kip out of 
the budget and got it down to * * *. 

We sent the budget to CINCPAC, leaving our office around the 
5th or 6th of December, to get it okayed by CINCPAC before the 
middle of December if we possibly could. There is a great deal of 
detail work that has to go into the USOM side of it, of making 
sure that the funds would be available for the first payment in 
January. 

Along about the first week in December, just as we had finished 
the actual running of the budget so that we had it in final form, 
the Minister of Defense came to me and asked me if we could include 
a pay raise for the army of * * * kip, over and above what had been 
agreed on before. 

Mr. Monacan. What does * * * kip amount to in dollars? 

Mr. Brown. * * * almost exactly even. I think it is exactly even. 

I told the Minister of Defense that we had no authority at that 
time to increase the pay of the army; that I had been given a firm 

re of * * * and I could not increase the figure, but that I would 
discuss this matter with the Country Team. 

Mr. Monacan. He wanted * * * ? 

Mr. Brown. He wanted an extra increase of * * * kip for the pay 
raise at that time. Either * * * ; I am sure it was * * *. 

At the next Country Team meeting I was just about to raise this 
question when the Ambassador raised it himself. The Prime Minister 
had also spoken to the Ambassador and had stressed very, very 
strongly the absolute necessity of raising the pay of the army. Morale 
was dropping. 

r. Reppan. Did the Ambassador say who had brought this matter 
to his attention ? 

Mr. Brown. He did. The Prime Minister personally called the 
Ambassador over to a special meeting and they laid out the figures, the 
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cost-of-living figures that they had developed for themselves; they 
laid out the cost figures of the pay of the police as against the 

of the Army. They had figures for civilian employment to show the 
difference in the pay of the army as against similar types of skilled 
labor within civilian life there. 

We had a very long discussion on it and the Ambassador was mog 
strong that I should include the pay raise in the budget at that time 
I told him that first, physically, it would simply be impossible. Wy 
had to get the budget to CINCPAC. We had only a few more days 
before the Controller was to take off. Physically I couldn’t do it and 
cut it in there to save my soul. I just didn’t have time. In the gep. 
ond place, we had no authority for such a pay raise. 

Mr, Lavergne, the Director of USOM, agreed and all of us agreed 
that a pay raise was necessary at that time. The morale of the arm 
had really been going down over the last 4 or 5 years. There had been 
considerable inflation and considerable errosion of the purchasing 
pom of the kip in the country, and they were really beginning to 

urt. 

Mr. Reppan. When did the Lao Government first bring that to 
your attention, General ? 

Mr. Brown. Actually the first time that they asked for the pay raise 
was right after General Ouane came to the United States, and] 
believe that was in June. At that time he had discussed it with 
CINCPAC; they had asked for my recommendation; and I had said 
it was hinted to raise the pay of the army if the monetary ex. 
change rate remained at 35 to 1. 

Mr. Reppan. In making up the budget which you were preparing 
to submit to CINCPAG, had you already considered these various fac. 
tors which the Government was now urging as the reason for this? 

Mr. Brown. We had. 

Mr. Reppan. You had considered them and turned them down? 

Mr. Brown. I had. 

Mr. Reppan. Was anything new presented to you at this latter date 
which caused you to change your mind in any way? 

Mr. Brown. Yes. The Country Team meeting in which they pre- 
sented the cost of living figures as developed by USOM, the figures 
that the Ambassador through his own agency presented to me on the 
state of morale in the army, and the figures that we got from our own 
field trips, all indicated then that with the new rate of exchange that 
the pay raise could be justified and was justified. 

Mr. Monaaean. Is this our Ambassador that you are talking about! 

Mr. Brown. Yes, sir; the American Ambassador. 

Mr. Harpy. Mr. Parsons? 

Mr. Brown. No, sir. Ambassador Horace A. Smith. 

Mr. Reppan. General, I don’t want to interrupt you any further 
except to ask you this question on the detailed justification. Under 
chapter 10 of the budget, Pay and Allowances, which you submitted 
to CINCPAC you have a note on the bottom, “Family allotment 
based on cost of living.” My question is, did you consider the cost 
of living, the current cost of living in Laos at the time you were 
making up these pay and allowances for the Lao Army? 

Mr. Brown. Only, as I remember it, in just that one instance. The 
base pay which was the bulk of the pay was not changed at all. 
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Mr. Reppan. Did you have any reason for ignoring the cost of liv- 

ing with respect to the rest of this? = 

r. Brown. No. My Controller, as I remember, in submitting the 
allowances, had put in a small increase in the allowances at that time 
because the cost of living had definitely gone up. It was very minor 
n comparison with the base pay which we had not recommended any 

in. 

Oar iritov. General, how did the pay of the Lao Army compare 
with the rank and file of people with whom the Army was associated ? 

Mr. Brown. The pay of the army was less than the pay of the 

lice, and the pay of the army was less than the average coolie la- 

rer was getting. While he got some housing, it was pretty, pretty 
substandard housing. While he got a small ration allowance, in my 
opinion he did not get anything near in comparison with coolie labor. 

Mr. Harpy. That statement bothered some of us at the time we 
heard it before, the statement that the Lao Army was paid less than 
coolie labor. 1 didn’t know anybody was paid less than they were. 

Mr. Brown. Yes, sir, they were. 

Mr. Harpy. Did that have reference to the hourly rate of pay, or 
the annual rate of pay ? 

Mr. Brown. I took the figures that USOM presented, which they 
had gathered as the mean coolie pay across the country, Mr. Chair- 
man. I did not go back of the figures they gave me; except for my 
own personal knowledge, I thought the figures were low. Coolie 
labor varied from one part of the country to another. 

Mr. Harpy. Coolie labor would not necessarily work consistently 
and be paid on the same annual basis as their hourly rate would 
indicate, or daily rate would indicate. 

Mr. Brown. The USOM figures showed what was being paid on 
various types of activities for that type of labor, Mr. Chairman. 

Mr. Harpy. It was a fact, then, that if we take it on a daily basis, 
acoolie would command more than a soldier? 

Mr. Brown. Yes, sir. 

Mr. Reppan. This document, which shows the comparison of the 
pay and allowance scale for calendar year 1958 and 1959 by rank, 
which is an attachment to your budget, shows that the lowest class, 
“marital status—single,” before the pay raise was getting 7,140 kip. 
Ona 6-day week that would be 229 kip a day, which at a rate of 35 to 
I figures out to $6.54 a day. Do you mean that coolies were making 
that much money in Laos? 

Mr. Brown. I don’t think you can figure the soldier’s pay on a 6-day 
week. We figure it on a 7-day week. 

Mr. Bray. Do you figure the coolie’s pay on a 7-day week, too, in 
making the comparison ? 

og omg No, sir. Six days. 

Mr. Bray. Then the comparison becomes invidious, does it not? 

Mr. Reppan. It is 7,140 kip for the— 

Mr. Brown. It sounds awfully high to me. We never paid any- 
body $6 a day. 

Mr. Harpy. That is on the basis of 35 to 1? 

Mr. Reppan. Yes, sir. 

Mr. Brown. Of course, your dollar costs at 35 to 1 looked awfully 
high. There is no question about that. I objected to it in many 
other ways since I went out there. 
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Mr. Harpy. As a matter of fact that makes it look like maybe som, 
of our military are underpaid. 

Mr. Brown. There is something wrong there. There is no pay 
like that. 

Mr. Harpy. There is a decimal point in the wrong place, so that jg 
10 times too high. 

Mr. Reuss. How about 60 cents? 

Mr. Brown. That is more like it. There is no such pay as $6 a day 
for anybody. 

Mr. Bray. 65 cents. 

Mr. Brown. That is it. Actually the average that USOM gave me 
for coolie pay was 600 kip a week. 

Mr. Harpy. 600 kip a week? 

Mr. Brown. Yes, sir. Whether you figure that at 35 to 1 op 
80 to 1 

Mr. Bray. This figure is in addition to food, is that correct? 

Mr. Brown. That is their base pay. 

Mr. Bray. In addition they received quarters, meals, and clothing 
without charge? Y 

Mr. Brown. There is some differential in there, there is no question 
about that. 

Of course, you have to remember that a coolie out there only needs 
a few sticks of bamboo and some thatch and he has himself a house, 
It doesn’t cost much to put up a house there either. That is about 
all we furnish to the Army is bamboo and thatch in most instances, 

Mr. Meaper. Mr. Chairman, might I ask a question at this point? 

Mr. Harpy. Surely. 

Mr. Meaper. General Brown, you perhaps can clear up what seems 
to me a discrepancy between your testimony and that of the General 
Accounting Office witnesses who appeared before our committee ina 
public hearing on March 20. 

I am reading from the prepared statement presented by Mr. Geor, 
H. Staples, Director, Civil Accounting and Auditing Division of the 
General Accounting Office, from page 737 of our hearings of that day, 
I quote: 





Support of the Army and police force at pay scales which were out of line with 
the standard of living in Laos tended to distort the wage and price structure. 
This condition also tended to draw away manpower from the functions of civil- 
ian government, education, and the villages, thus intensifying the shortage of 
qualified personnel. 

Does that strike you as being somewhat in conflict with your testi- 
mony that the Army was underpaid compared with civilians? 

Mr. Brown. It does. I still think they are underpaid, sir. I don’t 
remember ever discussing this particular point with Mr. Staples when 
he was out there. I think those figures were probably true maybe in 
1953 and 1954, sir. I think probably then, particularly on the dollar 
side, that they were well paid then at that time, maybe, as far, as our 
cost indollars. It looked very, very high. 

Mr. Meaper. You say, then, as of 1958 and 1959, Mr. Staples’ state- 
ment would not be correct ? 

Mr. Brown. That is my honest opinion; yes, sir. 

Mr. Meapver. You believe the Army was getting less return for 
their efforts than were the civilians? : 
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Mr. Brown. Yes, sir. Definitely, sir. 

Mr. Mzaver. And that there was no tendency to draw manpower 
out of civilian life into the Army because of the preferable rate of 

nsation in the Army? | A i 
r. Brown. As a matter of fact, sir, beginning in 1959 the trend 
was definitely the other way. We were having great difficulty in re- 
taining trainer specialists in the Army. There was a considerable 
amount of civilian business growing up, radio — shops, oe auto- 
motive shops, garages springing up all over the country wherever 
there was a road, and a great many of the people we were training in 
the Army were definitely leaving and taking jobs in these civilian 


com 


s. ; ; . 
ei could go on just a little bit on the procedure of the budget, Mr. 
Chairman—— 


Mr. Harpy. Go ahead, General. ; 

Mr. Brown. After the Country Team had really gone over this 
thing, and we sat at least two or three meetings on it, it was finally 
agreed that the budget would go forward as we had prepared it, with 
a supplemental annex in there showing the amount of pay raise and 
with a recommendation to CINCPAC that if it was approved that it 
be taken out of certain chapters in the budget. and that those chapters 
then be transferred to MAP or that a cash grant be made which would 
permit an increase in the budget up to * * *. 

That was done with the complete concurrence of the Country Team. 
ldid not do that on my own at any time. 

Mr. Gentry prepared the annex and we went over the pay scales 
and reduced the requests from * * * kip to 80 million kip. I do 
believe this, Mr. Chairman, that if we had had a little more time we 
might have been able to reduce that some more. But this was done 
ina very, very great hurry, and we did the best we could. We did 
cut * * * kip out of their request. We might have gotten it a little 
lower if I had had more time on it. 

Mr, Harpy. Eighty million kip was strictly for the purpose of pro- 
viding the increase ? 

Mr. Brown. That is correct. 

Mr. Gentry left Laos on his way to CINCPAC with the budget 
somewhere around the Sth or 10th of December, as I remember it, and 
returned to Laos on the 23d of December. I remember that date be- 
cause 1f he hadn’t gotten back for Christmas I think his wife would 
have really cut my throat. 

When he came back he told me that CINCPAC had approved the 
pay raise, provided it was taken out. of the budget as submitted; that 
there would be no addition to the budget, no cash grant raising the 
budget to * * *; that they would not take a million dollars of DS 
funds out of the budget and put a million of air support—MAP 
funds in kind—into the MAP budget. We would have to get it out 
of the budget as we had set it at * * *. It was up to the Lao to 
decide whether they wanted it that way or whether they needed the 
other things in the budget more than the pay raise. 

Mr, Brown. I discussed this with the Country Team and they 
directed me to take it up with the Secretary of State for Defense who 
in everything but name was actually the authority of the Minister of 


Defense. 
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I told the Minister of Defense that CINCPAC had approved th 
pay raise, provided it was taken out of the * * * kip, that they 
would not authorize it as an increase in the budget. ; 

Mr. Reppan. You told the Lao Government what, sir? 

Mr. Monacan. Told the Minister. 

Mr. Brown. The Minister of Defense, that CINCPAC had q 
Pres the pay increase, provided they wanted to take it out of the 

udget as it was. They could not get any increase. That it would 
be up to them to make the decision whether they wanted to try to ey 
other items out of the budget in order to get the pay raise or whether 
they would sacrifice the pay raise in order to maintain the budget like 
it was. ; 

I also told them that this was subject to review by Washington 
but that since Washington had never made any comment on the budoet 
in the past that I didn’t see any reason why we shouldn't g0 
ahead on the assumption that it would be approved, and since ye 
had such a very short time we had better go ahead and get the budget 
straightened out whichever way they decided. 

The Minister of Defense was very, very unhappy. He insisted 
that they had to have the pay raise and he also insisted that they 
could not get it by cutting the budget. And I again explained to 
them that they had to make up their mind which way they wer 
going to play it, did they want the pay raise or did they want some 


—————————————— 


other things in the budget; which did they want the most. They | 


took 2 or 3 days to think it over and they finally called a meeting 
with us and said that they decided that they would try to cut the 
budget in order to get the pay raise; that the pay raise they felt 
was absolutely essential in order to retain the army as the very, very 
strong right arm of the Government and in order to retain the Gov- 
ernment in power. 

So we formed a standard budget committee again and went through 
the budget item by item, and again it is easy to talk about it, Mr. 
Chairman, but it was a very, very difficult operation. Everything 
we would suggest that they might cut out was something that they 
couldn’t cut. But finally around the 7th or 8th of January the com- 
mittee reported that they had been able to cut 80 million kip out of 
the budget in order to make 80 million kip available for the pay 


aise. 

I asked the Minister of Defense if that was agreeable with him and 
he went over the figures and finally said it was, and I told him that 
therefore on the 10th day of January payment that we would pay 
them the pay raise as a part of the first quarterly payment. Up to 
that time we had absolutely no other word from CINCPAC and we 
had never heard a word from Washington. 

Mr. Harpy. When did CINCPAC originally indicate its approval! 

Mr. Brown. CINCPAC indicated its approval to Mr. Gentry about 
the 19th or 20th of December. He brought the word back to me on 
the 23d of December. 

Mr. Harpy. So there had been virtually 3 weeks from the time 
CINCPAC had given its OK to it and you had heard nothing 
further. 

Mr. Brown. About January the 8th or 9th, after my meeting 
with the Minister of Defense, we got a cable through State Depart- 
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ment channels protesting vigorously against including the pay raise. 
That was the first intimation that I had that there was any question 
init at all, Mr. Chairman. sah ae. 

I understand since then the CINCPAC notified the Defense De- 
artment on the 20th of December that they had approved, tenta- 
tively approved, the pay raise in the budget. I did not get a copy of 
that radio. If I had I would probably have queried CINCPAC some- 
where along the line to ask if they had gotten any Washington ap- 
proval. We had never had any comment from Washington in the 2 
‘ears 1 was there on the budget before and I was completely sur- 
rised when we got the comment this time, Mr. Chairman. re 

Mr. Harpy. Do you mean that you didn’t know that Washington 
had the final say on the budget, rather than CINCPAC? 

Mr. Brown. We did, sir, but in the past it has never been 
questioned before, sir. And I made it very clear to the Minister 
of Defense the first time I talked to him that Washington, in every 
case where we had money up, that Washington had the final approval. 

Mr. Harpy. But in this case, actually, the action was taken to obli- 
gate the funds for the increase in pay before there was any approval 
or disapproval from Washington, wasn’t it? Wasn’t the action 
already taken ? 

Mr. Brown. We took our action strictly on what CINCPAC told 
us, L admit, yes, sir. cs 

Mr. Harpy. In connection with where this 80 million kip was com- 
ing from, wasn’t there a suggestion that it come out of transportation 
funds of some sort, and not be taken from the Lao Government ? 

Mr. Brown. That was our proposal, Mr. Chairman, to CINCPAC, 
that we take a million dollars out of the transportation fund in the 
budget and furnish a million dollars worth of transportation under 
MAP. That was my suggestion. I didn’t know where to get it at 
that time. We were just in a storm. 

Mr. Harpy. That was the suggestion that CINCPAC did not 
approve ? 

r. Brown. That’s correct, yes, sir. 

The reason I thought of that one was that in the past, when we had 
stopped paying the army for 4 months, we still had to feed them. So 
during that period when we were not giving them any DS funds, 
CINCPAC had come in and given me funds to support them through 
a transportation contract. That was the reason I happened to think 
of that as an “out.” 
ar. Monacan. Were those 4 months made up; was that pay made 
up! 

Mr. Brown. The Government borrowed money from the National 
Bank of Laos to pay the troops a partial payment on their pay. Al- 
most everything else went by the board, to the best of my knowledge, 
except for a windfall profit out of the great change in rate from 35 
tolto 80to 1. We never actually gave them any money to make up 
those 4 months, to my knowledge. 

The dollars that they had on hand in the bank which were frozen 
at 39 to 1 then came out at 80 to 1 and gave them some kitty to make 
wp what they had borrowed from the bank to pay the army for those 
*months, is my understanding of the way it worked 
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After we received the message from Washington the Country Tea 
met and it was agreed that we would not pay the army on the 10th 
of January. I was pretty distressed at that because we had just oot. 
ten over not paying them at all for 4 months, and it is pretty tien 
rassing not to pay an army, but there was no other recourse to it, 

The Country Team sent a message in and I sent a message in whi¢ 
tried to make my position clear, but apparently didn’t. 

Mr. Harpy. At the time CINCPAC indicated their approval, yoy | 
knew that you were supposed to have Washington approval on items | 
of that kind, didn’t you? 

Mr. Brown. My channel to Washington went through CINOPAC 
Mr. Chairman. And I was told—and I found out since—that CIN¢. 
PAC had notified Washington, and we were told that if the Lay 
Government wanted to get the pay raise, they would have to take jt 
out of the budget. We were trying to make the January 10 pay date 
and we simply had to go ahead and cut it in. If we had gotten wor 
before, we would have stopped the whole proceeding of course, Mr 
Chairman. 

Mr. Harpy. Do you mean that in the absence of any information to 
the contrary from CINCPAC you had assumed that Washington had | 
approved it? 

Mr. Brown. I did, definitely, yes, sir. If I hadn’t I would never | 
have gone ahead with it, sir. 

Mr. Harpy. Had there been any previous occasion in which a recom: | 
mendation of CINCPAC had been denied by Washington and you 
had been advised of that? 

Mr. Brown. Never, sir. We never heard a word from Washington 
before on any budget that has ever been submitted since I was out 
there, sir. 

Mr. Harpy. Would you normally have any direct communication 
from Washington about a matter of this kind, or would it have com 
back to you through CINCPAC? 

Mr. Brown. It would have come back to me through CINCPAC. 

Mr. Harpy. As a matter of fact, the message that did come came 
direct, did it not? 

Mr. Brown. The State Department sent a message to the Ambas 
sador, sir. I did not get the message. 

Mr. Harpy. You never did receive any indication from CINCPAC 
that an increase had been disapproved by Washington? 

Mr. Brown. No,sir. Of course they picked up the State Department 
message at the same time I did. It was in code to them. They sav 
that I had gotten it. I immediately radioed them that we had stop- 
ped the payment for the 10th of January. 

Mr. Harpy. I am having a little trouble understanding how this 
kind of a procedure would work. If your only knowledge of action 
which Washington had taken on your recommendation would come 
back through CINCPAC, I am trying to understand where the obli- 
gation to inform you rested. Had there been previous occasions when 
there had been changes made in your budget which had been put into 
effect after agreement by CINCPAC ? 

Mr. Brown. Yes, sir. 

Mr. Harpy. Can you give us an illustration of that? 
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Mr. Brown. On the 1958 budget we asked for, I believe, $ * * *, 
gir, for the 1958 budget. It was hand-carried to CINCPAC in exactly 
the same manner as this one. CINCPAC reduced it to$ * * *—less 
than $ * * *—to $ * * * and held out a hundred thousand dollars 
for me—$100,000 for me in case I needed it for air transportation and 
that was all I ever heard of it, sir. As soon as that came back we 
went right ahead, worked up the forms and started paying on it. We 
never heard another word from anybody on it. 

Mr. Harpy. That raises a very interesting question as to when and 
under what circumstances Washington approved it. 

Mr. Brown. We never got anything on the 1956 budget that I 
could find in the files where Washington had ever said a word about 
it. I know that we never got anything from Washington on the 
1957 budget, and we never received anything from Washington on 
the 1958 budget, sir. 

Mr. Harpy. And you went ahead and put those budgets into effect 
on the basis of are from CINCPAC? 

Mr. Brown. Yes, sir. When the pay date came up, sir, the army 
had to be paid. I felt that I was justified in going ahead and paying 
nM Harpy. I am trying to understand the background of prece- 
dent which might have occurred prior to this final one when Wash- 
ington sought to deny that approval. It leads me to an assumption 
that in these previous instances they had been approved by Washing- 
ton, or otherwise we might have had the same kind of situation de- 
velop that we had in this last increase. I am just wondering by what 

rocedure Washington notified CINCPAC. CINCPAC never noti- 
hed you as to whether Washington had approved or denied those 


uests ? 

Mer. Brown. No, sir, I never got any other word on it, sir. 

Mr. Harpy. It might be interesting to make an inquiry and get a 
few dates on those previous cases to see whether there had been a 
attern developed. If there had been a pattern developed then it 
ooks to me like maybe whoever acieaall this telegram from Mr. 
Dulles to the Mission went the wrong way. At least it didn’t con- 
form to what had previously been done. 

Mr. Reppan. General, when these cuts were made in the budget 
did you concur in the cuts that were being made, or did the PEO 

ur Brown. There were some they wanted to cut that we did not 
concur in. We made suggestions as to other places where they should 
cut. 

Mr. Reppan. Were any cuts made which you and the Country Team 
did not approve ? 

Mr. Brown. No, sir, not in cutting the $80 million out, no, sir. 

Mr. Reppan. I believe in response to a question by the chairman 
you indicated that since the Army was the chief support of the Gov- 
ernment, it was most necessary that this pay raise be put through. 
I believe your testimony was something to that effect. 

With respect to the 
Mr. Brown. That was the Country Team’s position on that, I would 
also like to make clear, not just my own personal opinion. 
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Mr. Reppan. In chapter 17, Transportation, in your original budge, 
you recommended * * * kip, as against a request for cals *s +f 
the Lao Government. 

Mr. Brown. That is correct, sir. 

Mr. Reppan. In recommending the * * * in the original budget, 
it states here: “A thorough analysis of the requirements based op, 
pra year tonnages to be carried by air, water, and over the road, hag 

een made and the recommendations are considered to be the minimyn 
required.” 

“Mr. Brown. The * * * kip that they asked for, sir, was based on 
our furnishing a considerable proportion of airlift under MAP which 
we had been doing for the previous month. We finally were told by 
CINCPAC to put it all in the DS budget and that is the reason we 
raised it. I am a little worried when we cut that back that we may 
have cut it too low. It is extremely difficult to judge air transports. 
tion requirements out there because you never know how many mis. 
sions you are going to have aborted on account of weather. Yo, 
never know how many missions the ANL Air Force itself is going to 
be able to fly. But we are hoping that this cut will stand, due to jn. 
creased maintenance facilities which have been provided the Air Foree 
under MAP. I am dubious about it. We had to cut some place. We 
made the best effort we could. We may be short on that. 

Mr. Reppan. I wondered how you could cut the minimum by * ** 
kip. If * * * was the minimum you felt was required at the time you 
made up this budget, how could you cut * * * off? It come to ap- 
proximately * * * percent of the budget. 

Mr. Brown. That’s right. I am hoping that we haven’t cut it too 
much. We had to cut some place. The Ambassador and the Country 
Team and the Prime Minister were all dead of the opinion that the 
pay raise was absolutely essential and we had to get it out of the 
budget some place. 

Mr. Reppan. With respect to the reduction of the budget as a gen- 
eral operation each year, what was the basis which PEO used for 
reducing the budget ? 
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Mr, Brown. One was much better control over the actual expendi- 
ture, of Sonde which was not perfect by any means, but we certainly 

id improve it. 
are second one was that we had put a considerable amount more 
gn the MAP side of the program. In other words, we were giving 
inkind rather than piving in cash. 

Where we were tfurnis ung in kind we had a great deal more con- 
trol over it and there was far less tendency for the money to leak 
away than where we furnished the cash. Lom 

Mr. Reppan. The budget was made out in kip, was it not? It was 
not broken down intodollarsand kip? _ ; 

Mr. Brown. We ran both at the same time, sir. 

Mr. Reppan. But the budget | 

Mr. Brown. ‘The budget that the ANL worked on was entirely a 
kip budget. We kept our budget entirely in dollars because that is 
what our submission was. | 

Mr. Reppan. Was there any attempt to break down indigenous 
purchases from those purchases which would have to be made outside 
of the country ‘ 

Mr. Brown. Absolutely; yes, sir. That is the reason for the in- 
crease in the kip budget in 1959 over 1958. 

Mr. Reppan. Where does that show in the budget ? 

Mr. Brown. In the various chapters under Ordnance, Engineer- 





fr. Reppan. I have a copy of the budget here. 

Mr. Brown. I can’t tell you each item. But I know that they are 
in there. 

Mr. Reppan. If you could just pick out one as an example I would 
appreciate it. é 

r. Brown. There are some changes in the subsistence chapter, sir. 

Mr. Reppan. Which chapter is that ? 

Mr, Brown. That is chapter 14. We had in the past transferred 
the great majority of the subsistence on to MAP, and we had found 
that that was not entirely satisfactory. We were paying an ex- 
tremely high cost for flying rations into isolated areas. 

We had had USOM make a very thorough survey of rice availabil- 
ity in the country, and, finally, in 1959, they came up with a definite 
recommendation that we buy army rice locally wherever possible. 

Mr. Reppan. I notice in that chapter 14 you have “MAP, Ration in 
Kind.” 

Mr. Brown. That’s correct. 

Mr. Reppan. Can you tell, of the ration in kind, are they going to 
be indigenous purchases for which you would use kip, or would they 
be purchases out of the country for which you would use dollars? 

Mr. Brown. They would be both, sir. But mostly this in kip is for 
local purchase of rice for the army, which would be purchased locally 
this year. In the past, in 1958, we supplied all that through MAP. 

Mr. Reppan. What I am getting at is this: Was there any separa- 
tion of the funds; for instance, the indigenous purchases, of course, 
would have to be bought with local currency. Purchases to be made 
outside the country would be purchased with dollars. Did you make 
any separation in your budget as to that? 

Mr. Brown. Yes, sir. 


41067—59——47 
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Mr. Reppan. Was there any provision for keeping control over the 
dollars which would be spent outside the country ? 

Mr. Brown. The only way that they would spend dollars out of 
this would be a transfer of kip from the budget to the Nationa] 
Bank against a contract, and the bank would then pay the dollars 
They actually handled no dollars themselves in ANL at all. 

Mr. Reppan. But the dollars would go out? 

Mr. Brown. That’s correct. 

Mr. Reppan. Would go first to Laos and then out again? 

Mr. Brown. No, sir. The Army would transfer a credit of so many 
million kip to the National Bank of Lao and then the National Bank 
of Lao would take those and pay against the contract. It might be 
for sheet metal, which is one item we bought locally, which is cheaper 
than importing it. We bought a lot of Japanese cement because 
locally you could buy it in small quantities cheaper than you can 
ship it in and you had no loss from improper storage. Those are al} 
handled by a contract for so many tons of cement. Then out of the 
applicable kip chapter in the budget they would transfer so many 
million kip to the Lao National Bank, who would then pass dollars 
out of its reserve dollars to the contractor against the contract, or 
whatever the foreign exchange might be. 

Mr. Reppan. We had no control of the expenditures of dollars? 

Mr. Brown. We did. We controlled the contract to the best of our 
ability. Not perfectly, but we did fairly well on it. 

Mr. Reppan. To what extent would PEO control contracts? 

Mr. Brown. No outside purchases against those contracts could 
be made by the bank unless we approved them. 

Mr. Reppan. What sort of end-use checks did you make to deter- 
mine whether or not the pro forma invoices were in line with the 
actual prices and whether the goods were in fact ever delivered? 

Mr. Brown. On the actual delivery of the goods we were not:as 
good on it as I would like to have been due to lack of personnel. As 
far as the invoices went, they all came over the Controller’s desk. 
Where they were out of line we got competent engineers or competent 
people to check them out. I remember one in which they wanted to 
put up a house and they had ordered 700 tons of reinforcing steel for 
one house. It was completely absurd. But we got a competent engi- 
neer in who went over the drawings and the design specifications and 
came up with an amount of reinforcing steel required for that type 
of structure, and that is all we authorized. 

Mr. Reppan. Did you work in conjunction with the Howell group 
in attempting to set up procedures to contro] these purchases? 


Mr. Brown. We did; yes, sir. I also advocated right from the be- 


ginning that the Lao Army set up a Central Purchasing and Control 
Bureau, and if Mr. Khoranhok had remained as Minister of Defense 
I am quite sure we would have gotten such an idea adopted. 

Mr. Harpy. The control of the invoices that you mentioned a mo- 
ment ago depended on the Controller catching something that was 
out of line? 

Mr. Brown. Yes, sir. 

Mr. Harpy. How would the Controller be competent, ordinarily, 
to catch an impropriety with respect to reinforcing steel ? 
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Mr. Brown. Sir, I have to trust his knowledge and skill. He isa 
retired quartermaster colonel with great experience in this type opera- 
tion. I think he did a magnificent job with almost no one to help 
him. Certainly some slipped by, Iam sure. But I think we got the 
bulkof them. . 

Mr. Harpy. That was the thing that I was concerned about. If 
you had no end-use checks, and you were counting on a controller to 
catch anything improper, you could have a considerable deviation that 
a layman couldn’t possibly catch unless he were expert in that par- 
ticular subject. Tite ot 

Mr. Brown. That’s correct, Mr. Chairman. I never had enough 

rsonnel to do the type of job out there that I wanted to do. I did 
the best I could with what personnel I had, sir. 

Mr. Reppan. General, in the quarterly report from the PEO—and 
incidentally you were the author of the quarterly reports; were you 
not? Ada 

Mr. Brown. Yes, sir. 

Mr. Reppan. The June 1958 quarterly report, on pages 3 and 4, 
has this to state with respect to end-use checks: 





1. Military assistance programing for fiscal years 1959 and 1960 has been 
seriously handicapped by a shortage of qualified personnel in PEO. As in 
the past, PEO has had insufficient personnel to make adequate inventories of 
stocks on hand, nor have we been able to develop valid usage factors upon 
which to base replacement requirements. 

2. In preparation of both the fiscal year 1959 and 1960 military assistance 
program, PEO has been forced to rely upon logistic data furnished by the ANL. 
We have endeavored to the best of our ability to make spot checks and inven- 
tories of items which were obviously completely out of line, but unfortunately 
the bulk of our program has had to be based upon what PEO realizes is inaccu- 
rate and inadequate logistic data. 

Mr. Brown. ‘That is correct, sir. 

That condition existed the whole time I was there, sir. I was 
powerless to check it. 

Mr. Reppan. The way I read this, sir, it indicates that your per- 
sonnel shortage handicap there was so great that you could only check 
avery small part of these purchases ? 

Mr, Brown. That is correct. That is absolutely correct. I asked 
for a staff of 40 people when I came back from Laos in December 
1956, and was promised a staff of 40. My average strength was 18 
almost during the entire time that I was there. Of those 18, 4 of 
them were continuously engaged in just housekeeping; 4 of those 
were girls; and the rest of us were just too thin to do a proper job. 
I make no excuses for it. I did the best I could. 

Mr. Reppan. Who was responsible for the lack of adequate per- 
sonnel, if anyone ? 

Mr. Brown. Nobody wanted to go to Laos, sir, at the pay that ICA 
would pay, of the type of people I wanted. I could get all kinds of 
incompetent people, and I put up with people out there that normally 
I would never have put up with, just in order to have a body that 
could move papers around. 

Mr. Reppan. Is there anything further that you want to tell the 
committee about this 1959 pay increase, sir? 

_Mr. Brown. That is my entire knowledge of it, really, sir. I acted 
in What I thought was completely good faith on competent authority, 
in advocating the pay raise payment on the 10th of January, and I 
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kept the Country Team completely informed of every move that I wy protect | 
making at all times. The Ambassador knew exactly what we wen ) ing to @ 


doing, and so did the Director of USOM. | ve 
Mr. Harpy. Did you consult with the Ambassador before you tolg te 
the Defense Minister that the pay increase had been approved? and mer 
Mr. Brown. I am sorry. labor int 
Mr. Harpy. Did you consult with the Ambassador before you a4. After 
vised the Minister of Defense that the pay increase had been approve | were abl 


by CINCPAC? / nowine 
Mr. Brown. I told him that CINCPAC had approved it, providy | Mr. RB 
it could come out of the total overall budget which was the Directo, | Bangkol 
of USOM’s desire at the time. Me 
Mr. Harpy. Was the Ambassador aware of the fact that it wa | kok, the 
going to be announced and put into effect ? under B 
Mr. Brown. I am sure he did, because he told me to go ahead an | _ here in | 
get with the Minister of Defense and cut it into the budget if they Mr. R 


agreed with it. Mr, |] 
Mr. Harpy. So then the decision was concurred in by the Ambgs. | TAMS. 
sador, the decision to tell the Lao Government ? Mr. R 
Mr. Brown. Yes, sir. And afterward I told the Ambassador tha | Gaffney’ 
we had been able to cut—that they had agreed to cut it out of the | Mr. B 
budget, and then I told the Ambassador and the Country Team that ear Or | 


we had cut the budget 80 million kip and that we would therefore kk it right 1 


ready to pay the pay raise on the 10th of January. r. K 
Mr. Harpy. In view of the fact that the Ambassador was aware of you requ 
the approval by CINCPAG, and that he instructed you to go ahead | from US 
and contact the Lao Government, it seems a little unusual that the Mr. Bi 
Ambassador didn’t assume any responsibility for having taken any Mr. R 
action. ‘| there? 
I believe the cable traffic indicates the Ambassador accepts no r Mr. B 
sponsibility for it at all, but puts it on the Chief of the PEO, for the ¢ 
Mr. Brown. I prepared the budget, worked out the cut, presentei| des Jarn 
the budget to CINCPAC, and that part was my responsibility. But] | the conti 
did keep the Country Team completely advised at all times of every} ished t 
move that I was making, Mr. Chairman. no contr 
Mr. Harpy. I hate to see somebody pass the buck to a subordinate | Before t 
If the Ambassador had a part in it, I should think he would takes} ing TAD 
share of the responsibility for the outcome. ing t 
Mr. Brown. I think the Ambassador felt that the budget was my | on call ; 
responsibility. I think that it was, sir. letter. 
Mr. Harpy. If he participated in the decision to go ahead and ad-| rollers, a 
vise the Lao Government of the pay raise, he had a responsibility,| told him 
and I think he would look a little bit better in my eyes if there wer | definite 
something in the record to indicate his part in it. About 
Mr. Reppan. One other matter I would like to ask you about. Ger | USOM s 
eral, is this problem of construction in Laos. The testimony that we Mr. Ri 
have had so far, in examination of documents that we have seen, il- Mr. B 
dicates that there was a considerable delay in setting up a construc: | call then 
tion agreement with the Lao Government and in implementing cm- | call in o 
struction in Laos for storage purposes. Is there anything that you | basis the 
can tell the committee with respect to that, sir? of equi 
Mr. Brown. We had a very difficult time in getting the Lao Gor | bidont 
ernment to agree to a proper construction agreement, one which woul 
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protect the interests of the United States. They were perfectly will- 

to agree to one which would raise the cost of construction to a 
ve at height which we would not consent to. We operated ona 
ver Togteement which allowed contractors free import of materials 
and men and gave the contractors permission to import their skilled 
labor into the country without paying special taxes all over the place. 

After Mr. Khoranhok came in as Secretary of State for Defense we 
were able to get a very, very sound construction agreement, which is 
now in effect and in writing. , 

Mr. Reppan. Incidentally, your construction was handled out of 

kok ¢ 
oe Brown. MAP construction was handled entirely out of Bang- 
kok, the Officer in Charge of Construction was a naval officer working 
under Bureau of Docks, and under the Chief of Naval Operations 
here in Washington. 

Mr. Reppan. Who was the agent for OICC? 

Mr. Brown. They had Tippetts, Abbett, McCarthy, Stratton, 
TAMS. 

Mr. Reppan. Who handled that office for them? <A fellow named 
Gaffney ? 

Mr. Brown. No. Gaffney was the Lao representative for the first 

ear or so. I am sorry, I know the man’s name but I cannot think of 
it right now. 

r. Reppan. In connection with your construction program, did 
you request any information, or did OICC request any iealveienione 
from USOM/Laos as to the availability of construction equipment ? 

Mr. Brown. That is correct, yes, sir. 

Mr. Reppan. Could you explain to the committee what took place 
there? 

Mr. Brown. When we developed the first program under OICC 
for the construction of warehouses at Luang Prabang, at the Plaines 
des Jarres at Vientiane, and Savannakhet, and Pakse, they drew up 
the contract showing that certain items of equipment would be fur- 
nished to the contractors by the United States Government since 
no contractors in the country had any heavy equipment whatever. 
Before these contracts were sent out for bid, Mr. Gaffney represent- 
a who was the agent of OICC, wrote a letter to USOM 

ing them if they would make a set list of equipment available 
on call in order to complete these projects which we listed in the 
letter. That included bulldozers, deap lines, road scrapers, steam 
rollers, and I believe some motor patrols. I saw Mr. Gaffney’s letter, 
told him that we must not let any contract until USOM had given 
a definite reply on it. 

About a week later he told me he had received a favorable reply from 
USOM signed by Mr. McNamara, then the engineer for USOM 

Mr. Reppan. The Public Works Officer for USOM? 

Mr. Brown. The Public Works Officer, I guess that is what they 
call them in ICA—that the equipment would be made available on 
call in order to get these projects started and completed. On that 
basis they let the contract out for bid, stating that the following items 
of equipment would be Government furnished, and the contractors 
bid on that basis of course at considerably reduced price. 
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When the first contractor went to get equipment, Mr. McNaman 
said that he was sorry he couldn’t furnish it, that all of the equip. 
ment belonged to the Lao Bureau of Public Works. 

They then went over to the Bureau of Public Works and saw the 
Minister, Mr. Tiao Souk, who stated that he would not furnish any 
equipment at all. As a result of that, there was no heavy equipment 
available for any of these contracts, and some of them dragged on for 
about 14 or 16 months. 

Mr. Reppan. Approximately how long was your construction pro. 
gram delayed due to the lack of this equipment ? 

Mr. Brown. About a year. 

Mr. Harpy. Did you seek to get any of that construction equip- 
ment, seek to secure the availability of it, through Universal Con. 
struction Co. ? 

Mr. Brown. The Universal Construction Co., to my knowled 
had no equipment whatever of its own. They only operated equip. 
ment which had been turned over by USOM to the Lao Bureau of 
Public Works. 

What I did do, I reported to CINCPAC the difficulty we had found 
ourselves in and recommended that they build up a heavy equipment 
pool to be used by all MAP contractors bidding on contracts in Laos, 
That was done, but of course it took time. And as soon as the equip- 
ment came in we turned it over to the contractors and finished up 
the contracts right away. 

Mr. Reppan. How many contracts were let for this construction 
which contained the provision for the Government to supply the 
equipment ? 

Mr. Brown. Eight separate contracts. 

Mr. Reppan. Were those negotiated or were they competitive-bid 
contracts, do you know? 

Mr. Brown. My recollection is, on that, that due to the fact that 
they were running out of the fiscal year, that money was going to 
lapse, that they got authority to negotiate those contracts. In fact 
I am sure they did. 

Mr. Reppan. Do you know what the dollar value of the contracts 
was, approximately ? 

Mr. Brown. I think the total was somewhere in the neighborhood 
of $350,000 for all of them. 

Mr. Reppan. Do you know who the contractors were who received 
the contracts? 

Mr. Brown. Yes. Universal Construction Co. received about two- 
thirds of it, and the Pioneer Construction Co., roughly a third of it, 
as I remember the figures. 

Mr. Harpy. Universal Construction was not able to proceed with 
theirs because they didn’t have equipment ? 

Mr. Brown. That is what they id. They did not proceed with it 
until we furnished the equipment, sir. They fiddled around with 
some hand shovels and stuff on some of them, but they never put 
any equipment on them. 

Mr. Harpy. Were they cost-plus contracts ? 

Mr. Brown. I beg your pardon. 

Mr. Harpy. Were they cost-plus contracts ? 

Mr. Brown. No, sir; no, sir. 
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Mr. Harpy. They were fixed-price contracts? 

Mr. Brown. Yes, sir. che 

Mr. Harpy. Do you recall who did the negotiation on those con- 
tracts ? 

Mr. Brown. I think that Mr. Gaffney, representing TAMS, did 
the negotiating, and the final approval was made by the Officer in 
Charge of Construction, Bangkok. 

Mr. Harvy. Mr. Gaffney, you say. Do you know where he is now? 

Mr. Brown. I do not. He is no longer employed by TAMS. I 
don’t know where he is working, Mr. Chairman. 

Mr. Reppan. General, I would like to read a portion of your 
quarterly report for September 1957, page 19: 

There is a serious requirement for construction in Laos in the opinion of 
peo. Of primary importance is storage facilities. Present storage buildings 
and open sites are causing a property loss which in some cases is equaling the 
value of the required construction each year. 

How did you determine the property loss which would equal the 
value of construction ? 

Mr. Brown. Those are my own estimates, in going around and 
visiting all the supply depots in Laos. 

Mr. Reppan. You go on to say: 

Some consumables which have been programed for fiscal year 1957 and 1958 
cannot be brought in because there is no adequate storage. Most office space 
now being utilized by the ANL is rented buildings. PEO believes that the ex- 
cessive rents on these buildings justifies their replacement by new construction. 
Troop quarters are mostly bamboo shelters or rented buildings. Maintenance 
of bamboo huts is high, percentagewise. 

And so forth. 

Had that condition changed prior to the time you left Laos? 

Mr. Brown. It had not to any great extent, though the construc- 
tion that we did get started finally, we got the ammunition all under 
storage at Luang Prabang. ‘That was the most expensive item they 
had up there. And it also freed space for rations, which are perish- 
able. 

Mr. Reppan. Did the lack of ammunition depots in any way affect 
the ability of PEO to import ammunition ? 

Mr. Brown. It did, definitely. I imported almost no ammunition 
at all while I was there. 

Mr, Reppan. Did this bring about any shortage of ammunition? 

Mr. Brown. Yes, sir. They were definitely short. 

Mr, Reppan. Did this in any way affect the operations of the Royal 
Lao Army in its operations against the Pathet Lao? 

Mr. Brown. No, sir. 

Mr. Reppan. They had plenty of ammunition ? 

Mr. Brown. They had enough on hand for that. The only thing, 
we were taking a calculated risk. If something had really broken 
across the heeded. we might have been in serious trouble. I did not 
think it was going to happen and I could not see putting more ammu- 
nition in there until we had a decent. place to put it. 

Mr. Reppan. We have had some testimony to the effect that lack of 
storage facilities brought about the necessity of doubling rations in 
order to use consumables that had been brought into the country. 

Mr. Brown. The only instance of that that I know of is on the fish. 

Mr. Reppan. I understood they wouldn’t eat the mackerel. 
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Mr. Brown. They had too much mackerel. We ordered four 
five different kinds of fish. We ordered it on a staggered delivery. 
It was all delivered in exactly the same ship and it was all mackerg 
and nobody in the world will eat mackerel three times a day, no mat. 
ter who he is. 

Mr. Reppan. There were 2 million pounds of mackerel ? 

Mr. Brown. It wasn’t quite that much. 1,200,000 pounds. It ig an 
awful lot of mackerel. It scared me to death when I saw it on the 
docks in Bangkok, I know that. 

Mr. Harpy. That wasn’t salt mackerel, was it ? 

Mr. Brown. No, sir, it is all canned. It is a Japanese pack, | 
wish now I had had 20/20 foresight instead of hindsight. I would 
have made them take an awful lot of that mackerel back. We just 
had the dock in Bangkok cluttered with it and the customs people 
were hollering bloody murder and all I could do was get the traing 
and haul it out of there. I wish I had shipped it back but I didn, 
It is not a good pack. The cans were not as heavy as the American 
cans, and I am afraid we are going to lose quite a bit of it, Mr. Chair. 
man. I am afraid we are. We have samples of it now in the hospital 
in Hawaii to make sure that it is not porate ie botulism because I 
don’t want to killthe army. But if it is at all usable we will use it. 

Mr. Reppan. General, there is another area I would like to cover 
with you briefly, and that is the POL situation in Laos during your 
stay there. From what I can gather from your reports, there was 
almost a continuous shortage of POL during your entire stay ther, 
is that correct ? 

Mr. Brown. There was almost a continuous shortage until the con- 
tract was taken from ICA and placed under the Navy. We have had 
no shortage of POL since the Navy took over the contracting pro 
cedures. 

Mr. Reppan. Can you account for that, sir? 

Mr. Brown. I think the first contract that was let by ICA, they 
took so long in negotiating the contract that delivery was delayed a 
very, very long time, so that when POL began to come in, it just 
filled the vacuum, so it was absorbed very quickly. 

Mr. Reppan. Was that negotiated in the field by USOM or in 
Washington ? 

Mr. Brown. No, sir. Those contracts, as far as I know, were all 
let here in Washington. It was not done in USOM at all. Then the 
last one, when we told them to go ahead, we were going to run out 
and we had a deadline to meet, Washington came back and told 
USOM to contract for the delivery of POL under the PA system 
The PA system is not satisfactory in trying to furnish POL to the 
army because the oil companies under the PA system have to take 
all of their profits in kip. They already had considerable backlog 
of kip in Laos that they couldn’t do anything with, they couldn't 
dollars for them and they couldn’t build anything with them. My 
understanding was that all of the oil companies refused to go into 
any contract under the PA system at all. And it finally came down 
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to the point where I simply wired Washington that something had 
to be done, we had been out of POL during the most crucial period 
out there, which was the 2 or 3 months ‘before the election, and 
we simply couldn’t go on any further that way. USOM agreed that 
they could not Jet a contract for POL that would be satisfactory to 
ys within less than a year, and with that the Department of Defense 
here took the money back from ICA, turned it over to the Navy; 
the Navy let the contract and within 30 days we had POL flowing 
into the country. 

i Reppan. In your quarterly report for June 1958 on page 5 you 
state : 

POL stocks have been almost nonexistent until the final month of this report- 
ing quarter with one exception which has been in 110 and 130 AV gasoline. 

Were the ANL vehicles immobilized ? 

Mr. Brown. They definitely were. 

Mr. Reppan. During this time do you know whether or not there 
was an adequate amount of POL for the public? 

Mr. Brown. There was, and we were able to borrow some gas from 
Government agencies to get some ANL vehicles on the road, but there 
wasn't enough for both operations at full scale. So if we took from 
the civilian side too much, we simply were robbing Peter to pay Paul. 
We simply had to take a small cut out of it and do the best we could 
with it. 

Mr. Reppan. Was any of this loss caused by reason of theft or 
diversion ? 

Mr. Brown. Not to my knowledge. We have no evidence of any 
such thing at all. 

Mr. Reppan. Was there any differential in the rate being charged 

= y eras & & 
the military purchases as opposed to civilian purchases? In other 
words, were the oil companies asking more for military supplies? 

Mr. Brown. Oh, no, I am sure the oil company contracts with the 
military were less than the gas on the civilian market. We borrowed 
our gas from Government agencies and we simply paid back in kind 
when we got our gas in. I really don’t know too much about prices, 
but I am sure that the oil contract for the Army was less than the 
civilian contract. 

Mr. Reppan. You have no personal knowledge of that? 

P gs 

Mr. Brown. I don’t, 1am sorry. I should know but I don’t. 

Mr, Reppan. I had one question I wanted to ask you concerning 
the airport project that was contemplated in Vientiane. There was 
asemiee as to whether or not they were going to move the airport 
or rebuild the old one? 

Mr. Brown. That is correct. 

a Reppan. Did you have any conversations with the Ambassador 
about this matter ? 

Mr. Brown. I did, both with Mr. Parsons and with Mr. Smith. 

Mr, Reppan. What was the position of the Ambassador with re- 
spect to the airport project ? 

Mr. Brown. My understanding is that Ambassador Parsons wanted 
to go ahead and put up the airport—an airstrip at the site which had 
been selected by USOM. Ambassador Smith, after studying the mat- 
ter, was, I believe, opposed to this and desired to have the present 
field improved right where it is now. 
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Mr. Reppan. What was the position of CINCPAC with respect to 
this project? 

Mr. Brown. They wanted the present field improved definitely, 

Mr. Reppan. And what was your position ? 

Mr. Brown. I wanted the present field improved. The USOM pro. 
posal was to put a new strip in about 25 or 30 kilometers north oh the 
city. It did not provide for taxiways, hardstand, and buildings for 
maintenance, or anything else. After I had gone into the matter ] 
asked CINCPAC to have OICC make a study on what it would cost 
to put in a usable facility, not just an airstrip, and that was done 
the engineers from OICC. We came up with a figure that rather than 
$700,000, which was the USOM estimate for putting in the strip, that 
a total usable facility was going to cost between 6 million and $8 
million, of which around $414 million would have to have been put 
up by the Department of Defense. And I could see absolutely no Jus- 
tification for it whatever. 

And CINCPAC backed me up on that. 

Then they took $50,000 of money that I had for other engineering 
projects and had OICC make a complete feasibility study to determine 
whether the new field should be built or whether the old field should 
be placed in better shape where it was. 

They came up with a very, very complete study on it, showing all 
the cost factors, and recommended very strongly that the present strip 
be repaired, or rather a parallel strip be built so that the old stri 
could stay in use; that it not be moved to the new location. We savy 
r guess, at least $5 million or $6 million easily by not moving that 

eld. 

I think Ambassador Parsons in all due respect—I think Ambassador 
Parsons had been sold “a bill of goods.” 

Mr. Reppan. By whom? 

Mr. Brown. By somebody. I don’t know just who it was. I think 
probably the Lao Minister of Public Works. They were extremely 
anxious to have that new field built for reasons that I could never 
understand. 

Mr. Reppan. Do you know what contracting firm or firms were in 
the running to build that new airfield ? 

Mr. Brown. I do not know. But I think that Universal thought 
that they were going to get the contract. I have no other knowledge 
than just the general talk around the place on that. 

Mr. Reppan. Do you know what machinery or equipment was to 
be used for that project ? 

Mr. Brown. I assume that the equipment in the hands of the Lao 
Bureau of Public Works was to be used on it, since it was going to be 
a Lao project financed through USOM. 

Mr. Reppan. Did you ever discuss with Ambassador Parsons the 
availability of equipment and material for this job? 

Mr. Brown. I did not, no, sir. 

Mr. Reppan. Did you ever discuss with Ambassador Parsons the 
question as to whether or not this job was to be let by negotiation or 
by competitive bidding? 

Mr. Brown. No, sir, I never discussed that at all. 

Mr. Reppan. Do you know how USOM was planning to handle 
that matter ? 
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Mr. Brown. I don’t know, but I presume that they would let a 
| gontract of that size by bid. I have no knowledge of it at all. 
| Mr. Harpy. I will read you an excerpt from a document which we 
have under subpena from the files of the Vinnell Co. Are you familiar 
with the Vinnell Co. people? 

Mr. Brown. I knew some of the Vinnell people out there. Not too 
well but I knew them. 

Mr. Harpy. Did you know a Mr. Albert B. Jones? 

Mr. Brown. I have met him, but only casually, sir. 

Mr. Harpy. This is a letter dated July 28, 1957, from Mr. Jones, 
in Laos, to the Vinnell, Alhambra, Calif., office, and it refers to the 
proposed airport, it says: 

The proposed airport is to cost around $4%4 million, of which $114 million 
comes from Department of Defense. * * * Yesterday I talked to the head 
of PEO here and he is thoroughly disgusted with conditions as they exist. 
He told me that to date there is no site plan for the airport, still it is rumored 
that Universal is about to be given $750,000 worth of work in connection with 
the airport. Mr. Brown, head of PEO, who requested that he not be quoted, 
was in a heated argument with the U.S. Ambassador about this latter. 

Will you comment on that? 

Mr. Brown. ‘That was Ambassador Parsons, sir. I was absolutely 

| opposed to moving the airfield, sir, and made my position very clear. 
I was not in a heated argument with the Ambassador. I was trying 
to persuade him please not to stick his neck out and build that air- 
field at the proposed site, Mr. Chairman. 

Mr. Harpy. You recognize the conversation to which Mr. Jones 
referred ? 

Mr. Brown. Yes, sir, I do. 

Mr. Harpy. Did you also understand at the time that it was pro- 
posed to negotiate a contract with Universal ? 

Mr. Brown. I had heard that Universal thought they were going 
to get the contract. I didn’t know whether there was any negotiating 

ing on or not. I really didn’t, Mr. Chairman. I stayed away from 
it except to fight any attempt to move the airfield out to that pro- 
posed location. I was very persona non grata with the Ambassador 
over that airfield. That airfield had been proposed in a study pre- 
pared by the Transportation Consultant people, headed up by Gen. 
Lacey Murrow when he was out there. They based their recom- 
mendation on the fact that they thought that where the present field 
is located might go under water at times of very, very high flooding 
of the river. 

And I do know that OICC made a very, very thorough study of 
that and came to a definite conclusion that by improving the strip 
and raising it very, very slightly that there was absolutely no chance 
of it flooding except maybe once in 50 years. Why spend $5 million 
or $6 million for something that will happen once in 50 years? 

Mr. Bray. General Brown, what is a chef corporal ? 

Mr. Brown. Chef corporal corresponds to what we have as a 
corporal in our Army. Some of them—well, our grades in the Army 
are so mixed up now, I guess actually he corresponds to what we 
used to call a staff sergeant, really, in our Army now. He is a pretty 
high-ranking fellow in the noncommissioned officer level. 

r. Bray. Do you happen to know what the pay of a private in the 
Army of the United States is?/ An unmarried private? 








734 UNITED STATES AID OPERATIONS IN LAOS 


us that. I have been retired for 244 years now. The Army hag 
changed a lot. I don’t even know what my retired pay is. T hayg 
never drawn a dime of it. 

Mr. Bray. Are you getting that, Colonel Bingham? 

Colonel Brncuam. Yes, sir. 


Mr. Bray. Going up from the bottom of this table of ranks anq | 
pay grades, when we get to the level of corporal chef we find that he | 


is getting a good deal more cash money than a coolie. 
r. Brown. That’s right. 


Mr. Bray. This document was an attachment to the calendar 1959 | 


defense support budget submission. 

I am wondering what one of our privates does get, because I notice 
in the United States a common laborer, assuming he gets $1 an hour 
would be getting $2,080 a year for a 40-hour week. I just have an 
idea we are going to find that a private in the Army of the United 
States gets a good deal less than that. 

Colonel Bineuam. He starts in at $78 minimum and goes up to 
$108. 

Mr. Bray. Seventy-eight times twelve would be $936. So a common 
laborer in the United States, working for a minimum wage, gets a 
little over twice as much cash as a private in the Army, and of cours 
the advantage from the private’s point of view is that he is also get- 
ting his food, quarters, uniforms, and so on. If we use this asa 
basis, then I would assume that even the corporal is in a comparable 
position with relation to common labor. 

Mr. Brown. I think a chef corporal would more correspond to our 
staff sergeant. 

Mr. Bray. I grant you that. I have in mind that a corporal in the 
Lao Army gets something over 10,000 kip. If a coolie gets 30,000 kip, 
he is getting three times as much. The figure we have here indicates 
that a common laborer working for a minimum wage gets about 2Y, 
times as much as a U.S. Army private. It didn’t appear to us that 
these wages were particularly out of line, these salaries of the Lao 
troops. 

In addition, we have numerous documents in the record—we have 
not referred to all of them today—showing that over a period of some 
4 or 5 years past, all departments, including Defense, State, and ICA, 
have gone on record numerous times that the Lao soldier is the high- 
est paid soldier in Asia. Do you think that is wrong? Is that infor- 
mation erroneous? 

Mr. Brown. No, it isn’t. I think where we got in trouble on it was, 
when you divided the cost at 35 to 1, we came up with a comparatively 
high dollar figure, for one thing. The other, when you compare it 
with a conscript army, or the type army they have in Korea and Tai- 
wan, it is high. Here you have a professional army. In order tore 
tain these people, the French set the pay scale reasonably high. But 
again, when you divide that by 35 to 1, I think that is the thing that 
made it look so big, because in Thailand, where you have a stable cur- 
rency, and you divide the pay of a Thai soldier by 20 baht, which 3s 
stable against the dollar, the Thai soldier looked like he was getting 
much less than the other. But in checking the purchasing value 0 
the baht, he is getting more because the kip was buying less and less 
each year. It really was. 


Mr. Brown. I don’t exactly, but I think Colonel ae can give | 
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We have had a very difficult time in recruiting for the Lao Air 
Force, particularly the young officers. They do not want to go into 
the air force because the pay scale was so low we were having a difti- 
cult time getting these youngsters to go in there. 

Mr. Bray. Their pay scale would not be comparable to that of 
the coolie # 

Mr. Brown. No, but it was extremely low. We had to make a sell- 
ing program on these youngsters to keep them in the air force. 

Mr. Harpy. General, I have a couple of questions which occurred 
tome during the course of this other discussion. _ 

A while ago we were talking about the question of the last pay 
raise to the Lao Army; and the matter of discussions which you had. 
You said you kept the Country Team fully informed of everything you 
did # 

Mr. Brown. Right. 

Mr. Harpy. You indicated that you talked to the Ambassador and 
that the Ambassador participated in the discussions when it was 
decided to go ahead and advise the Lao Government. Was the Mis- 
sion Director also a party to those discussions where that decision was 
made # ; 

Mr. Brown. Yes, sir. It was done in the Country Team meeting 
each time, sir. We met twice a week, Mr. Chairman. So these things 
were always taken up on Monday or ‘Thursday as they came up during 
the week or over the weekend. 

Mr. Harpy. So that both the Ambassador and the Mission Director 
were aware of the decision to advise the Lao Minister of Defense about 
the pay raise, even though no official comment had reached the mis- 
sion from Washington ? 

Mr. Brown. That is not only correct, sir, but they had already 
agreed to the amount of the first quarterly payment and had the 
check ready to present on the 10th of January. 

Mr. Harpy. And that had been done by the Mission Director? 

Mr. Brown. Yes, sir. 

Mr. Harpy. You made another observation in the discussion a 
while ago in connection with the construction contracts. You indi- 
cated that the contracts were negotiated for certain construction and 
that months elapsed because of lack of equipment. But I believe you 
said that these contracts were negotiated toward the end of the fiseal 
year and approval to negotiate was given in order that the funds 
might be obligated before they lapsed, or words to that effect. 

Mr. Brown. ‘That is my understanding, sir. I am not quite sure 
just how OICC operated on that one, but I know that in other in- 
stances where they have negotiated contracts they have always gotten 
permission before they negotiated a contract. 

Mr, Harpy. I can understand that. But sometimes we make a lot 
of mistakes by rushing into contracts toward the end of the fiscal 
year in order to avoid the lapse of funds. Apparently it didn’t save 
any time by doing that in this case. 

r. Brown. The A. & E. work on those contracts had been com- 
pleted for some considerable time, but the funds were extremely late 
in coming out that year, so that we didn’t have too much time to obli- 
gate them, as I remember. 

Mr. Harpy. Do you have any questions, Mr. Monagan? 
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Mr. Monacan. General Brown, there were two increases in pay i 


given to the Lao Army, were there not ? 

Mr. Brown. Not tomy knowledge, sir. 

Mr. Monacan. When was the reevaluation of the currency ef. 
fective ? 

Mr. Brown. It went into effect—I think the 8th of November was 
when the agreement was finally signed. 

Mr. Monacan. Just about 2 months prior to the increase here? 

Mr. Brown. That is correct. That was the first time that we knew 
the exact figure so that we could adjust our kip and dollar balances 
out correctly. 

Mr. Monaaan. It is my recollection that we have testimony preyi- 
ously that the cost of living decreased 20 or 25 percent, possibly as q 
result, but at any rate subsequent to the reevaluation of the currency, 
Do you have any opinion on that ? 

r. Brown. My understanding from USOM, who was making a 
study of it, is that the price of rice did drop as a result of devalua- 
tion. But it was also brought out that over the 4- or 5-year period, 
which we were discussing, that there had been a very major erosion 
in the purchasing value of the kip. And that was really what we 
were basing the validity of the pay raise on. 

Mr. Monaaan. It is just that the cost of living went down that 
amount 

Mr. Brown. It had gone up so much during the previous 5 years 
that the drop then was not back all the way to what it had been. 

Mr. Monaaan. My recollection is that there had been an increase 
in the army pay not too long before; is that right? 

Mr. Reppan. In 1955.’ 

Mr. Brown. I think the pay was set in either 1952 or 1953, to the 
best of my knowledge on that. But nothing was done in 1956, 1957 
or 1958, I know. 

Mr. Harpy. I believe that our record is clear on that, that the pay 
was fixed between 1952 and 1953, and there was an increase in 1955. 

Mr. Brown. I don’t know; 1956, 1957, and 1958 I do know of. I 
don’t know of my own knowledge of anything that took place in 1955, 
Mr. Chairman, I am sorry. 

Mr. Harpy. I think the record will indicate that. 

General, you said something to the effect that in your opinion there 
was probab y a misuse of funds. Where did you think that was tak- 
ing place? 

Mr. Brown. * * * It was very difficult to find. We put out end- 
use observers, we talked to a great many soldiers. They all said they 
were getting their full pay. I did think that there was beginning to 
be some diversion. I did feel it was beginning to take place. 





’ 


[Portion of discussion deleted for security reasons] 


Mr. Monacan. Would that be due to the popular feeling about the 
Government or would it be due to Communist 

Mr. Brown. Communist takeover. 

Mr. Monaaan. It wasn’t a matter of public opinion at all? 

Mr. Brown. No. No, sir. But here you have a landlocked moun- 
tainous country with almost no communications in it. The Govern- 
ment has no agencies which can reach down into all of its areas except 
the army; and, without the army to hold out subversive elements, 
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and to maintain peace and order, you simply wouldn’t have a pro- 
West government there, sir. You would have a Communist govern- 
ment, in My opinion. 

Mr. Harpy. General, in that connection, awhile ago when you were 
discussing the situation of the army—lI believe we were talking about 
the period of the election campaign—I think you said the army was 
engaged In & ClVv1C action preelection program. 

Mr. Brown. Yes, sir. 

They put on, through the army, what we have called out there a 
civic action program, Mr. Chairman. That consisted of the dissemi- 
nation of Government propaganda, of Government programs, of 
placing of posters for the conservative candidates all over the country 
of going out and making speeches for the Government candidates, of 
maintaining order around the election booths. 

The army in the country is the only thing there is. There is no 
police force except in Vientiane itself, and in Luang Prabang and a 
few of the cities, and there is no gendarme force. There is no other 
agency that the Government has to make a decision and to convey it 
to the people. It all has to be transmitted through the army at this 
time, Mr. Chairman. js : 

Mr. Harpy. Can you explain why the civic action programs had 
not been initiated previously? It seems to me that is the way of get- 
ting genuine interest in people. 

Mr. Brown. The civic action program had been going on for a long 
time, sir. It was just that with the departure of Ambassador Parsons 
and the month or so before Ambassador Smith came in there was a 
lack of an ambassador there; there was a lack of getting the thing 
rolling at full speed. 

Mr. Harpy. General, insofar as the election is concerned, the elec- 
tion didn’t come out too successfully, did it? 

Mr. Brown. Well, the popular vote was around 60 percent for the 
conservative party, and about 40 percent for the Communist Party, 
Mr. Chairman. 


Mr. Harpy. But the Communists picked up an awful lot of repre- 
sentation. 

Mr. Brown. They certainly did, sir, and I think that in a way has 
been a good thing, because the conservative element, who remained 
divided before, who put as many as 17 candidates in the field against 
a single Communist candidate, saw what happened when they did 
that. 

Mr. Harpy. That may be, but the Royal Lao Government. lost 
representation. The conservatives. the anti-Communists, lost repre- 
sentation, and you had to have another set of circumstances to provide 
the vehicle by which the anti-Communists did take control of the 
Government. Isn’t that true? 


Mr. Brown. Sir, if the program hadn’t been put on, I don’t know 
what would have happened. 

Mr. Harpy. Conceivably they might have elected more Commu- 
nists. But certainly, as far as winning the election is concerned, the 
program itself could not be considered a tremendous success, could 
it; because in those areas where there was greatest concern weren’t 


more Communists elected; a lot more than were already in the 
National Assembly ? 
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Mr. Brown. That is certainly correct. But I think it wag mop | 


than political ineptitude of the Laos conservative elements that log 
the election. 

Mr. Harpy. That may well be, and maybe it was the failure to wip 
the election that did precipitate action on the part of the anti-Com. 
munists to take control. But certainly they would have been in bette, 
position to have done it prior to the election than they were afte 
the election. We wouldn’t call that a victory here. 

Mr. Brown. That is not a victory, I realize that, Mr. Chair. 
man. 

Mr. Harpy. Actually, the program was centered in those aregs 
where most Communists were elected ; isn’t that true ? 

Mr. Brown. Not necessarily, Mr. Chairman. The program was 
pretty well balanced across the country. ‘There were some areas which 
did go Communist, but a lot of the areas remained on the conservatiye 
side. It wasn’t the best program I have ever seen put on. But we 
have certainly learned a lot from it, Mr. Chairman. 

Mr. Harpy. I am thinking strictly in terms of the results at the 
polls, and the results at the polls certainly don’t look like they paid 
off, to me. The results which were achieved afterward by the action 
of the legislature in conferring powers on the Government was an- 
other matter. That certainly was not enhanced any by the outcome 
of the election. 

Mr. Brown. I don’t quite follow you on that, Mr. Chairman. | 
think the results of the election for the first time disturbed the com- 
plete complacency of the old-line conservative elements in the coun- 
try and forced these young fellows, the CDNI boys, to move in and 
begin to take over. 

Mr. Harpy. That may be, but that was because the election had 
been a failure rather than a success. 

Thank you, General. 

Mr. Meaper. Mr. Chairman, I have a question. 

General, I hate to leave this record with an almost direct conflict 
between your testimony and, I believe, one other witness, a witness 
that we had earlier in these hearings, with respect to the adequacy 
of the pay of the Lao Army. I believe you said something in re 
sponse to a previous question I asked that the army may have been 
overpaid at an earlier time. I think you said 1953 or 1954. 

Mr. Brown. I said it may have looked as though it was highly 
paid when you divided by 35 to 1 and came out with a dollar figure, 
sir. 

Mr. Meaper. But at the time in question, when the pay raise was 
actually made, it was clear that they were underpaid compared with 
the civilian economy ; is that correct 

Mr. Brown. All of us on the Country Team agreed to that; yes, sir. 

Mr. Meaper. I refer again to the statement of the General Account- 
ing Office, page 737 of our hearings of March 20, and I will quote it 
again: 

Support of the army and police force at pay scales which were out of line with 
the standard of living in Laos tended to distort the wage and price structure 
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Then on page 739, in response to inquiries of what documentary 
support the General Accounting Office witness had for that state- 
ment, Mr. Staples said, and I quote : 

1 believe it is a statement of mission officials and on the basis of factual in- 
formation that we had, that statement of mission officials, mission people, ap- 

to have been reasonable. We had certain statistics on that. That was 
during the period 1955-57. 

In glancing through some of the other hearings, this also struck me. 
It is a statement in a cable sent to the Embassay at Vientiane, 
dated January 7, 1959, with respect to the pay raise. I will just para- 

prase the final sentence from the paragraph beginning on page 568 

of our hearings of March 18,1959. It says that the— 
Army National Laos is already the highest paid group in Laos. It predicts 
that any increase in ANL pay would have a chain reaction on police and civil 
servants, resulting in an increased deficit and creating inflationary pressures— 
In the light of the General Accounting Office and this cable—— 

Mr. Reppan. That is the Parsons’ cable. 

Mr. Meaper. From Vientiane? 

Mr. Brown. No, sir; from Parsons here in Washington. 

Mr. Reppan. That is January of this year. 

Mr. Meaper. In January, from Washington. Can you do anything 
to clear up this apparently diametrically opposed opinion between 
ourself and one other witness whose name I[ don’t recall, and the 
statement of the GAO based, they say, upon Mission documents, and 
the statement of Mr. Parsons, that the Army was already overpaid 
compared with the civilians in the Lao Government ? 

Mr. Brown. I know when the cable came in, sir, that the Country 
Team discussed it at great length, and the consensus of opinion at that 
time was that the Army was not overpaid; that the pay raise was 
valid; that there would be no inflationary effect on the country if the 
pay raise went through ; and that it would not start a chain reaction 
among other civil service employees in the Government. 

Iam sorry, I do not know the facts and the figures that Mr. Staples 
based his remark on, sir. I do feel, and felt very strongly that as long 
as the rate of exchange remained at 35 to 1 that we simply could not 
justify a pay raise. It made the dollar costs of the program far more 
than I thought we should try to support, and I so reported to 
CINCPAC. 

I went over the cost of living factors that were presented by USOM. 
The Ambassador, the Director of USOM, and myself talked this over 
many, many hours, and we all felt that the pay raise was really justi- 
fied. I think that the fact that the Lao Army has been a highly paid 
army has been broadcast without real facts to back it up, sir. I do 
not know what Mr. Staples based his remark on, I am awfully sorry. 

Mr. Meaper. Anu you don’t know what Mr. Parsons based his state- 
ment on ? 

Mr. Brown. I am certain Mr. Parsons was basing his facts on 
statements that were made to me when I first went to Laos, that the 
army was the highest paid army in that part of the world, and I took 
those for granted at that time. As we investigated more and more, 
I began to realize that the army was really not a highly paid army 
and that they were really beginning to lose morale. 
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740 UNITED STATES AID OPERATIONS IN LAOS 


Mr. Harpy. In other words, you think after Mr. Parsons came back 
to Washington he forgot some of the facts of life? 
Mr. Brown. I don’t think he forgot anything, sir. I think he wa 


basing those things on conditions that had existed in 1955 and 1959 


and maybe early 1957, sir, which were entirely different conditions 
than we faced in late 1959. 

Mr. Reppan. He was there through 1957, was he not? 

Mr. Brown. He left early in 1957—no, early in 1958. That jg 
correct. 

Mr. Meaper. You meant 1959? 

Mr. Brown. Early 1958, that is correct, I am sorry. 

Mr. Meaper. You said in your testimony late 1959. 

Mr. Brown. I meant different than we faced in late 1958, you ay 
right, for the calendar year. 

Mr. Reppan. I have a question with respect to the pay raise. I had 
asked you originally about your disapproval of the pay raise in Jung 
or July of 1958. 

Mr. Brown. That iscorrect. 

Mr. Reppan. I asked you whether or not any factors had changed 
or any conditions had intervened between June and December which 
would cause you in December to approve the pay raise. 

Mr. Brown. The major factor was the monetary reform going 
through, which made the dollar cost reasonable to us. And the other 


a oo SS 


one was that USOM began to develop much better figures on which | 


we could base an estimate. 

Mr. Reppan. Was this pay raise which they requested based upon 
the 35 or the 80 to 1 figure? 

Mr. Brown. 80 to 1. 

Mr. Reppan. They did not come in with this request until after the 
new exchange rate ? 

Mr. Brown. They came in with it, and I wouldn’t even consider it 
until after the monetary reform had gone through, sir, and notified 
CINCPAC sometime right after General Ouane’s visit. They radioed 
me and asked for my comments. At that time I told them I thought 
we were unable to consider any pay raise. 

Mr. Reppan. Thank you. 

Mr. Bray. General Brown, in the course of discussing this pay 
raise with the Lao Government, was there any suggestions that it 
should be absorbed through attrition or through reducing the level 
of forces? 

Mr. Brown. None. 

Mr. Bray. By no one? 

Mr. Brown. No, sir. 

Mr. Bray. It was not considered within the Country Team? _ 

Mr. Brown. We did not consider it. I did not consider it. I dont 
know whether CINCPAC considered it or not, but I doubt it. 

Mr. Harpy. Are you familiar with the current PEO setup m 
Laos? 

Mr. Brown. Only as it was as of the time I left there. 

Mr. Harpy. You are not aware of what the present situation is! 

Mr. Brown. I know that they have gotten an increase in personnel 
since I left. 

Mr. Harpy. They have gotten an increase in personnel ? 
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Mr. Brown. Yes, sir. : 

Mr. Harpy. That may answer the question that I was going to 
raise because we don’t have any information, I believe, on that setup 
is it exists now. But your report of May 31, 1958, paragraph (e), 
reads : 

Present operations of PEO with its numerically inadequate personnel are not 


tisfactory to the RLG and ANL, they do little to enhance U.S. prestige in 
hs area and very little toward the attainment of U.S. objectives in Laos. 


Then paragraph (f) states: 


If it is impossible to establish a military MAAG in Laos, PEO should be 
recruited to reasonable strength or reduced to the strength of one man who 
would present a monthly check for payment of troops and purchase of subsistence. 

Do you still share that view ? 

Mr. Brown. I do, sir. 

Mr. Harpy. Maybe we might even do away with that one man and 
just let the Ambassador take it over personally. 

Mr. Brown. I think he would have to have an assistant to do that 
for him, sir. 

I felt pretty discouraged. I went out there with the very, very great 
hope that I could do something to help. I had been opposed to com- 
munism all the way around the world, and I felt that I had been very, 
very badly let down. , 

Mr. Harpy. General, the committee appreciates your testimony to- 
day. We are delighted to have had you. 

Mr. Brown. I would like to make one statement, if I might, Mr. 
Chairman. 

Mr. Harpy. Certainly. 

Mr. Brown. I would like to go on record on this. During the last 
10 months there had been a very major change in Laos. I feel that 
this is entirely due to Ambassador Horace Smith. I have never met 
a public servant so devoted to the interests of his country in my life 
anywhere in the world. 

We have in Laos a completely pro-Western Government. We have 
a year now in which to hold the country against communism. I 
sincerely hope that all of the agencies in the Government will back 
Ambassador Smith in his program out there. The country is ex- 
tremely important, Mr. Chairman. It is the buffer for the protection 
of every investment we have in all of southeast Asia. Those mountains 
up there are worth their weight in gold against an invader. And some- 
day they are going to come down through those mountains, 


[Security deletion] 


Mr. Harpy. Thank you very much, General. 

Mr. Brown. Thask you very much for giving me the opportunity 
totestify, Mr. Chairman. 

Mr. Harpy. Before the committee breaks up, I want to ask Mr. 
Grant for information in connection with our request for personnel 
folders. 

Mr. Grant, I believe we have received certain personnel folders in 
part. Are you familiar with what we have received ? 

Mr. Grant. I have not reviewed the personnel folders, Mr. Chair- 
man. I delivered yesterday the three personnel folders you have, to- 
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gether with the letter, I understand, from Mr. Burnett to Mr. Redday,_ | 


and a copy of the letter to Mr. Burnett, I believe, or to some one in IQ4 
from the Department of Justice. 

Mr. Harpy. Perhaps, instead of making the request for these folders 
in a hearing, the request should have been addressed to the Direeto; 
of ICA, to the Secretary of State, to the Attorney General, and the 
President, simultaneously, by the chairman of this subcommittee jy 
writing, because apparently we got them all involved. I had thought 
that a request presented by the committee in the course of a hearing 
would be as effective and as proper as a request in writing. But as of 
now, I am not sure that we have a very clear picture of what has 
transpired since the request was made, or what we have received, or 
what we are going to receive. . 

I learned that the Attorney General has been requested to rule on 
the legality of furnishing the committee with those files. I haye 
learned that the Attorney General has ruled. But I would like to 
know now, and I would like the record to show, what transpired to 
cause the removal of the efficiency reports. Will you tell the com. 
mittee ? 

Mr. Grant. I will be glad to tell you, Mr. Chairman, insofar ag | 
can. 

I did not participate in any discussions with the Department of 
State concerning this matter. Mr. Burnett, of ICA, I believe was the 
man who discussed these things with the Justice and State officials, 
And I think he has had telephone conversations with either Mr. Red- 
dan or Mr. Bray, or both, outlining his conversations—— 

Mr. Harpy. ‘That is correct, we have had some telephone conversa- 
tions, including one which I believe I had with Mr. Burnett some time 
back, shortly after the original request. 

I am trying to get something on the record to indicate where we 
stand, because I am going to have to take this thing up, and we are 
going to try to see if we can resolve it. It should be clear to the De- 
partment of State and to the ICA that this matter with which we are 
concerned does involve the efficiency reports, and specifically if one in- 
dividual was downgraded immediately upon the information that he 
was going to be critical of some of his superiors, it is necessary that 
the committee have that information. 

I want to know first of all specifically who is responsible for the re- 
moval] of the efficiency reports from the jackets. I wonder if you can 
tell us that. 

Mr. Grant. This I can’t tell you directly, Mr. Chairman. But I 
understand that Mr. Burnett took this question up with the State De- 
partment and was advised that it was State Department policy that 
efficiency reports should not be divulged outside of the executive 
branch. Indeed they are not divulged within the executive branch 
in a very wide range. 

I understand—and I don’t mean to make an argument—but I un- 
derstand that the reason for this is that the efficiency reports of For- 
eign Service personnel are quite different from the efficiency reports 
which are made on civil service personnel. 

Mr. Harpy. That is why they are of interest to this committee. 

Mr. Grant. The latter being reports which just indicate an adjec- 
tive rating of satisfactory, unsatisfactory, or outstanding, I think; 
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whereas the efficiency records of the Foreign Service go into intimate 
detail in evaluating various personality and character and ability 
- This committee is familiar with that, having made 
a study of the Wriston program and the personnel actions in con- 
nection with the Wriston program. So we have a pretty good back- 
round on that particular score, and that makes them all the more 
interesting to us in connection with these specific cases. 

I have understood, and I would like to have it either confirmed or 
denied, that the Justice Department has ruled that these particular 
folders did not come under the provisions of section 612 of the For- 
eign Service Act. — 

Mr. Grant. I think that is true. Quite frankly, I had not read the 
letter from the Department of Justice, but I think it held that section 
619 was no bar. ' : — ; 

Mr. Harpy. I think we are in the position of having to request, or 
seek, or plead for the presence of the Secretary of State. 

Mr. Grant. I think, Mr. Chairman, that Mr. Becker, who is the 
legal adviser of the Department of State 

Mr. Harpy. I am not sure that I want to accept the judgments of 
anybody below the Secretary. an 

t is getting into a situation where the Congress is being dictated 
to by the executive branch and denied information that is essential if 
we are going to perform the functions that we are legally responsible 
for. 

Mr. Grant. I would like to say, Mr. Chairman, I would be happy 
to convey your message to anyone in our agency, or indeed outside of 
it, that you desire. I think the request which you made as a formal 
matter in a hearing is just as valid and for us just as effective as any 
that you would make in writing. 

Mr. Harpy. I had thought so myself, and that is the reason that I 
am a little concerned about the fact that we do not have an adequate 
response. That is why I was asking you to respond to some of these 
questions, and you are not able to do it. You presented the files in 
response to the request which the committee expressed in the course of 
a hearing, and you are not able to answer the questions which the 
committee is now asking in connection with these files. 

So we are going to have to have somebody who can. And if you 
can’t answer them, then they ought to send the Secretary of State up 
here to answer them. Maybe Mr. Herter would be willing, since he is 
a former member of this body; maybe he would be willing to come 
down here and tell us himself. 

Mr. Grant. I can only say, Mr. Chairman, that I understand that 
the retention of the efliciency records was a conscious decision which 
was made in response .o the policy enunciated by the State Department 
that such records are privileged and not to be disclosed outside of the 
Department. 

Mr. Harpy. Then in view of the nature of certain of these efficiency 
reports, I can only conclude that the executive branch is using that as 
a device to conceal information from the Congress which is pertinent 
toits inquiry. 

Mr. Maver. I want to make clear that Mr. Grant’s statement ap- 
plied to the personnel files of those who are not members of the For- 
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eign Service equally with those who are members of the Foreign 
Service. 
Mr. Grant. All of the personnel whose files were requested were gl} 
people in the Foreign Service. 
Mr. Harpy. I do not think that is correct. 





Mr. Grant. I should say people who were in the Foreign Service, U 

Mr. Harpy. They are not classified as Foreign Service officers, Mr 
Grant. 

Mr. Grant. I am sorry, Mr. Chairman, I am really not prepared to 
discuss the subtleties of it. | 

Mr. Harpy. Do you see the problem in which the committee finds 
itself? You Sones us these files. They have been stripped. 

Mr. Grant. I understand. Iam sure that somebody can come to ex. 
plain it, if the chairman wishes. 

Mr. Harpy. I would like you to convey the message that the sub- 
committee finds the submission totally inadequate and not responsive Th 
to the subcommittee’s request. "15 

Thank you very much. eo £1 

The elastin will stand adjourned, to reconvene at 2 o’clock | O Mer | 
tomorrow afternoon in this room. Griff 

(Thereupon, at 4:28 p.m., the subcommittee was adjourned, to re. gh 
convene at 2 p.m., Wednesday, April 22, 1959, in Washington, D.C.) Ir ee 
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WEDNESDAY, APRIL 22, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ForEIGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:20 p.m., in 
room 1501-B, House Office Building, Hon. Porter Hardy, Jr. (chair- 
man ofthe subcommittee) presiding. 

Members present: Porter Hardy, Jr., John S. Monagan, and Robert 
P. Griffin. 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel ; Miles Q. Romney, counsel; Walton Woods, staff inves- 
tigator; and Phyllis M. Seymour, clerk. 

Ar. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mr. Monagan, Mr. Griffin, and 
myself, constituting a quorum under the committee rules. 

I believe, Mr. Reddan, that we planned to have some further testi- 
mony from Mr. Howell this afternoon. 

Mr. Reppan. Yes, sir. a 

Mr. Harpy. This is an executive session of the committee. During 
the course of this testimony it is anticipated that we will have frequent 
reference to classified information. 

Mr. Howell, the committee appreciates your presence. Will you 
come up now, please? You have been previously sworn, I believe. 

Mr. Howetw. Yes, sir. 

Mr. Harpy. In order that the record may be clear on the status of 
other persons who are present, you have with you some people from 
your own establishment ? 

Mr. Hower. Yes, sir. I have Mr. Epstein, who was our chief of 
the project in Laos for the last 8 months of the operation; and Mrs. 
Brown, who is my confidential secretary. 

Mr. Harpy. And both of them have had access to all of the infor- 
mation about which you will testify in times past? 

Mr. Howetn. That is correct. 

Mr. Harpy. And both of them are cleared for the handling of Top 
Secret information ? 

Mr. Howett. Secret. 

Mr. Harpy. Secret information ? 

Mr. Howet. Yes, sir. 

_ Mr. Harpy. Then we will have to ask that we avoid discussing any 
information that is classified higher than Secret. 

Allright, Mr. Reddan. 
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FURTHER TESTIMONY OF HARRY E. HOWELL, HOWELL & (0, 
WASHINGTON, D.C. 


Mr. Reppan. Mr. Howell, when you were last here, you mentioned 
briefly the contract that you had with ICA, but we didn’t have ay 
opportunity at that time for you to spell out in some detail for the 
committee just what your work was to be within the four corners of 
that contract. If you could run over that rather quickly, we could 
establish the basis of the work which you subsequently performed, 

Mr. Howe tu. It was fundamentally a public administration eon. 
tract, designed to assist the Government of Laos to set up certain 
governmental functions which were either lacking or which wer, 
inadequate, and they particularly consisted of, first, the task of es. 
tablishing and teaching the Laotians to operate a government pro- 
curement or purchasing office. 

Second, it consisted of a training program to train Laotian ciyil 
servants and candidates for civil service in the fields of procurement 
and foreign trade. 

We then had the task of expanding the foreign trade service to 
importers because Laotian importers were coming newly on to world 
markets and knew very little about them. 

We also had the task of trying to improve the banking facilities, 

We also had the task of trying to bring about some encouragement 
of overseas interest in Laos trade, and trying to improve the condj- 
tions and the regulations under which foreign capital might be 
safely invested. 

And then, as part of the foreign trade, and as a task which devel- 
oped after we got there, we had to take on the job of trying to con- 
trol the licensing of commercial imports under the American aid 
program, which included the approval or the checking of the applica- 
tions for licenses, the system under which foreign exchange was 
granted, and the various documentary procedures under which letters 
of credit were granted by the banks, the statistical operations in con- 
nection with that. 

Mr. Reppan. This latter work that you are referring to, was that 
in the nature of an emergency operation that you had to enter into! 

Mr. Howett. Yes. It aera, since American aid constituted the 
great bulk of foreign trade, it was always in mind that that would 
have to be done. But the scope of the work and the degree to which 
our people were deployed to handle it were not anticipated until we 
got there. 

Mr. Reppan. Was Laos a party to the contract ? 

Mr. Howe tt. No. 

Mr. Reppan. This was a contract between you and ICA ? 

Mr. Howe. That is correct. It was intended to be, and, as I 
understand it, had always been contemplated by the Chief of the Mis 
sion from the start to be a three-party agreement. But for various 
reasons which were not all made plain to me, it didn’t mature that 
way. I think one of the obvious reasons was that the Government was 
out of office so much of the time that it was difficult to negotiate. In 
any event, we had a straight agreement with ICA and not with the 
Government of Laos. 

Mr. Harpy. Do we have a copy of that agreement ? 
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Mr. Reppan. Yes, sir; we have. If we may include in the record 
such parts of the contract as are pertinent to the inquiry, it would 


5 Harpy. Without objection. 

(Pertinent portions of the International Cooperation Administra- 
tion-Howell contract and a summary statement submitted by the In- 
ternational Cooperation Administration ef ICA relations to Howell 


& Co. follow :) 


ConTRACT BETWEEN THE UNITED STATES OF AMERICA AND HoweLL & COMPANY 
PIO/T 39-71-017-3-50018 


This contract made and entered into this 31st day of October 1955, by and 
petween the Government of the United States of America, represented by the 
International Cooperation Administration (hereinafter referred to as “ICA”), 
and H. EB. Howell, trading as Howell & Company, with headquarters at 1001 
Connecticut Avenue, Washington 6, D.C., U.S.A. (hereinafter referred to as the 
“Contractor”), witnesseth that : 

Whereas the Government of the United States of America has agreed with 
the Government of the Kingdom of Laos to furnish the latter prompt assistance 
through a private American contractor, in expanding and developing the serv- 
jees of its Purchasing Office in order most effectively to implement its import- 
export trade program ; and 

Whereas the Government of the United States of America has also agreed 
with the Government of the Kingdom of Laos (hereinafter referred to as the 
“Government”) to furnish the latter similar assistance designed to stimulate 
and encourage the rapid expansion of the facilities and resources of the busi- 
ness community to handle import and export trade; and 

Whereas the Contractor represents that it is qualified to provide management 
consultant services in modernizing the services of the Purchasing Office, and in 
facilitating the development of local private commercial trade activities: Now, 
therefore, it is agreed as follows: 

ARTICLE I 


Boope of activities to be performed by contractor 

A. Services.— 

1, ICA hereby employs the Contractor and the Contractor hereby accepts such 
employment, to provide adequate French-speaking staff to perform the follow- 
ing functions for a period of at least twenty-four (24) months: 

a. Counsel and advise and directly assist Government officials in modernizing 
the Government’s organization and practices in all aspects of the procurement 
function, including the computation of requirements, sources of supply, purchas- 
ing, inspection, warehousing and distribution. 

b. Supply a manual of procurement policies and procedures in English and 
Prench texts for immediate use, amending and revising same on the basis of ex- 
perience, for the purpose of providing a standard operating procedure for Gov- 
e@nment personnel, the basic material for the training of Government staff, and 
the furnishing of information to the local business community and to overseas 
sources of supply. 

¢. Prepare the material for training of Government staff in all aspects of the 
procurement function and conduct training for selected groups of Government 


d. Develop the relationships between the Government and local sources of 
supply, making such recommendations as to business, banking, accounting, dis- 
bursing and related practices as would tend to facilitate a sound and expanding 
business community. Work with and advise in expanding the activities of local 
chamber of commerce and business groups so as to bring about maximum 
utilization of local sources of supply and to stimulate business in the private 
sector, including both imports and exports. 

e. Coordinate such procurement as may be made in the U.S. and develop an 
Interest of U.S. exporters and importers in the specific procurement program and 
in general trade with Laos. Arrange to obtain from interested suppliers the 
supply of catalogs, price lists, specification details, maintenance manuals, and 
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similar data necessary to the purchasing operation. Develop cooperation in th, 
expansion of trade between Laos and Thailand and the working out of arrange 
ments to eliminate or reduce obstacles to its fullest development. 

f. Develop and assist the Government to install and to put into operation a 
sound procurement administration including the organizational structure, th 
delegations of responsibility and authority, operating policies and procedure 
personnel requirements in numbers and competence, internal control and other 
elements necessary to the establishment of an effective procurement organization 

2. The Contractor shall submit to ICA a preliminary report covering the pro. 
posed work program within ninety (90) days of the execution of this contract. 
a report after the first year of operation of this Contract setting forth (1) the 
eurrent status of the work, (2) the work accomplished during the preceding 
period, and (3) the program of operations to be followed during the succeeding 
period; a final report summarizing the work done and making recommendation 
toward subsequent developments ; and such additional reports as may be required 
by ICA. Reports hereunder shall be complete with such tables and other mate 
rials as will enable the understanding of the progress of the work and shall be 
submitted for approval to ICA, in not less than twenty-five (25) copies each, 
Approval or objections by ICA shall be made promptly with a view to avoiding 
unnecessary delays in the progress of the work. 

3. The reports furnished pursuant to this Contract, and copies of notes, memo. 
randa, and other technical data, etc., prepared by the Contractor pursuant to 
or developed in connection with the provisions of this Contract, shall be made 
available upon request of ICA, and such copies shall become and remain the 
property of ICA. ICA shall have the right to use them for any purpose without 
any additional compensation to the Contractor. All data, reports, ete., and any 
parts thereof are to be treated as strictly confidential by the Contractor and wil] 
not be divulged without written consent of ICA. 

4. The services under this Contract will be performed for the Government 
under conditions of close cooperation and consultation with the United States 
Operations Mission to Laos (hereinafter referred to as ‘‘USOM’’). Contractor's 
staff will at any time requested consult with ICA officials directly concerned 
and disclose to them any information concerning the work performed under this 
Contract. 





SUMMARY STATEMENT OF INTERNATIONAL COOPERATION ADMINISTRATION RELA- 
TIONS TO HOWELL & Co. 


For any clear understanding of the relations between ICA and Howell & Co, 
both in the field and in Washington, under the ICA-Howell Co. contract for 
work in Laos during the period of October 1955 to June 1958, a review of con- 
ditions in Laos leading up to the execution of the contract and the frame of 
reference within which work under the contract was carried forward would 
seem useful. 

As early as March 1955, shortly after the establishment of an ICA operations 
mission in Laos, an analysis was made by the mission and Washington of condi- 
tions encountered which pointed to the employment of qualified U.S. tech- 
nicians under a contractual arrangement with an appropriate U.S. firm to 
advise the Lao Government on procurement and import problems and other 
aspects of foreign trade administration. Asa result of this analysis and further 
consideration of the matter by the mission and ICA/W, a contract was entered 
into between ICA and Howell & Co. on October 31, 1955, which provided for 
the performance by the contractor of the following services: 

(a) Counsel, advise, and directly assist the Lao Government in all aspects of 
the procurement function ; 

(b) Supply a manual of procurement policies and procedures in English and 
French texts for immediate use; 

(c) Prepare the material for training of government staff in all aspects of 
the procurement function and conduct training for selected government per 
sonnel ; 

(d) Develop the relationships between the government and local sources of 
supply so as to facilitate a sound and expanding business community; 

(e) Coordinate such procurement as may be made in the United States and 
develop interest of U.S. exporters and importers in procurement program and 
general trade with Laos and develop cooperation in the expansion of trade 
between Laos and Thailand; 
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(f) Develop and assist the government to install and put into operation a 
sound procurement administra tion. \ 

From the above it will be apparent that the ICA contract with Howell & Co. 
was negotiated in the first instance in an attempt to provide expert assistance 
on problems of which both the mission and ICA/W were to a large extent 
already aware. Although further exploration and refinement of these problems 
by the contractor was naturally necessary as a prerequisite to his being able to 
conduct his work effectively, it should be appreciated that the nature of his 
work was essentially operational and not investigatory. 

As Mr. Howell has already stated in his testimony before the committee (pp. 
1129 and 1192 of the transcript), reports were submitted by the Howell group 
in Vientiane both to USOM/Laos and ICA/W, as well as to its own head- 
quarters, on a monthly basis from the beginning of the contract’s operation in 
December 1955 until the contract’s termination in June 1958. In addition to 
these monthly reports, an annual summary report was also made at the close of 
each year, aS Well as a final report after the contract’s termination covering 
the entire period of activity. These reports dealt largely with (1) conditions 
which the Howell group had encountered in Laos in the course of its work under 
the contract, (2) steps which had been taken in an effort to overcome existing 
problems and (8) progress which had been accomplished to this end. 

Many of the “deficiencies” cited in the Howell reports were concerned with 
generally well-known political, historical, and geographical conditions which 
were not susceptible of any specific corrective action on the part of either ICA 
or the contractor. For example, in a progress report for the period of May I 
through 31, 1957, in connection with the then current reorganization of the 
Lao Government, the report observes that “* * * the interval until the forma- 
tion of a new government may retard or otherwise affect actions and decisions in 
some areas of Howell & Co.’s activities.” Other comments dealt with conditions 
obtaining in Laos at that time which were generally recognized and considered 
to be undesirable and in an attempt to ameliorate which various efforts on the 
part of both the Howell group and ICA were continuously being made. For 
example, in their annual report for the year 1956, Howell & Co., states that 
“* * * there has been a great deal of on-the-job training in the foreign trade 
administration side. Possibly 30 to 40 personnel have come under some sort 
of guidance in this field. Staffing and training in procurement administration 
will begin shortly.” Again, in the same report, Howell & Co. states that “* * * 
transportation to Laos is difficult, distribution within Laos is almost primitive, 
put even with the fullest encouragement and freedom of choice for honest and 
legitimate imports and the most effective system of licensing, we are convinced 
that the import program cannot do this Job alone.” 

This situation is confirmed by Mr. Howell’s testimony before the committee in 
which he says (pp. 1152-1133 of the transcript) in response to Mr. Hardy’s 
question on “deficiencies” noted in the Howell reports, “I do want to make this 
distinction, Mr. Chairman, and that is this: If we can assume a situation of 
ordinary trade, then the deficiencies have one significance. It is that it is 
impossible to measure these deficiencies without realizing that, first of all, the 
sims of money, the import program itself, was completely not related to any 
sound economics, in terms of consumer use. That was the first thing. 

“And second: The 35 to 1 rate created an atmosphere in which it was, it 
just intensified all of this, so these deficiencies, I don’t think should be measured 
against, let’s say, doing business in the United States.” 

Later, in response to Mr. Meader’s question on the seriousness of “these de- 
ficiencies” under conditions in Laos, Mr. Howell states (p. 1133 of the trans- 
script), “Not only are they more serious, the—you couldn’t put a stop to it. 
The temptation was so steady, ord arily, if you block a few licenses, and propose 
a few sanctions, why, it calms the thing down for a few months; but here the 
possibiilties of profit were so great, that there was no harm in keeping on trying. 
It was like trying to hold the tide back.” Finally, near the conclusion of his 
testimony on this point, Mr. Howell states (p. 1140 of the transcript), “Mr. Chair- 
man, may I say a word? You see, this thing can be oversimplified. And in our 
final report it is brought out very carefully. I am certainly no apologist for 
all of the things that are mishandled, because it is our business to correct those 
things, * * *” 

The Howell reports were always, and have, even since the expiration of the 
Howell contract, continued to be of the greatest interest and concern to ICA. 
The copies received in the field were carefully studied by all mission members 
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involved, and discussions designed to lead to all possible improvement in the 
conditions described in the reports were held on a regular basis with responsible 
mission personnel and members of the Howell group. The reports submitted 
to Washington were received initially by the Public Administration Division, 
which likewise carefully reviewed each of them and distributed copies to all 
appropriate ICA/W offices for any further action required. PAD also arr 

a number of meetings between Mr. Howell and various ICA/W staff members, 
At these meetings Mr. Howell presumably had ample opportunity to make his 
views known and to bring any problems to the attention of ICA/W staff members 
concerned. In addition to the meetings arranged by PAD/ICA/W, Mr. Hows 
has reported in his testimony (pp. 1135-1137 of the transcript) that he, on his 
own initiative, had conversations with Mr. Frederick Bunting, Cambodia-Laog 
Vietnam Division Chief; Mr. Ty Wood, Assistant Director for Evaluation; ang 
Dr. Raymond T. Moyer, Regional Director for the Far East. The records of cop. 
cerned ICA/W offices reveal the extent and continuance of ICA/W interes 
in activities of the Howell group in Laos in that, in one form or another, eg. 
messages to the field, memorandums of conversation, interoffice communications, 
ete., there is evidence of some type of ICA/W action related to Howell & (p, 
operations several times monthly, from the inception of the contract to its 
conclusion. 

The Howell contract came to its normal expiration on June 30, 1958, following 
a period of phase-out to permit the orderly termination of the group’s activities 
in Laos and their return to the United States. In response to Mr. Howell’s jn. 
quiry, Dr. Moyer, in a letter of July 15, 1958, expressed ICA admiration and 
appreciation for the services which Howell & Co. had. performed in Laos under 
the contract. He explained that the contract had been permitted to expire be 
cause it was felt that the major contribution of Howell & Co. to the procure 
ment, import, and foreign trade problems of Laos had by that time largely been 
accomplished, particularly in view of the fact that monetary reform negotiations, 
in which the U.S. Government was then engaged with the Laos Government, were 
expected to be favorably concluded. He further pointed out that such reforms, 
which were themselves in general accordance with earlier Howell & Oo, recom. 
mendations, should result in the elimination of the fundamental causes of many 
abuses which had constituted the primary justification for calling upon Howell 
& Co, services originally. 

In accordance with the belief that Mr. Howell has himself expressed in his 
testimony (p. 1140 of the transcript) no inference can be drawn from the faets 
either that the Howell contract in Laos was permitted to expire or that no 
additional ICA contracts with Howell & Co. have been subsequently concluded 
that Howell & Co. has been “black listed” from further eligibility for ICA con- 
tracts. Indeed, it is quite certain that as additional ICA needs for the types 
of services which Howell & Co. is qualified to provide arise throughout the world, 
Howell & Co., among other eligible U.S. firms, will be given full consideration in 
applying for furnishing these services. 

APRIL 138, 1959. 


Mr. Reppan. Mr. Howell, upon your arrival in Laos, did you rm 
into any difficulty with the Lao Government with respect to the area 
which you were to cover under your contract ? 

Mr. Monacan. What was the date of that ? 

Mr. Howetu. The date of the contract ? 

Mr. Monagan. The date of your arrival. 

Mr. Howe.u. December 16, 1955. 

We didn’t run into any difficulty so much as complete lack of 
knowledge of why we were there. After we had met the Minister of 
Finance, who was holding over in this period between governments, 
and explained some of the things that we hoped to do, he accepted 
us and was willing to proceed. 

The first official recognition by the Royal Government of Laos was 
on April 10, and that is when the new government had been formed 
and an official meeting was held with the Prime Minister at which 
the American Ambassador and various officials attended. Among 
other things, the scope of work of our contract, which by that time 
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had been translated into French, was discussed, and from that time 
on we were accepted into the operations of the Government of Laos. 

Mr. Reppan. Do I understand that prior to your entering on duty 
there the contract had not been translated into French? — 

Mr. Howett. We never did see a French translation until we 

it. 
or Do I gather from your testimony that the Lao Gov- 
ernment was not fully informed or conversant with the terms of your 
ract ? 
ay That is correct. They were not. 

Mr. Harpy. What did you do in the period between December 16 

Mr. Howett. Well, Mr. Chairman, we immediately found—we were 
supposed to make a 90-day survey to find out what the situation really 
was, And immediately we ran into a chaotic situation that existed 
with regard to the licenses. We took the time, working with the 
Minister of Finance, to try to establish a system of licensing and con- 
trol of foreign exchange which, when the new government was formed, 
would become operative. And those were all agreed. The record will 
show that the Government was formed on April 10th, and before the 
end of Apri! the Government had issued a number of official ordi- 
nances putting into effect important changes. Those were all ne- 
gotiated during this interim period. 

' Mr. Harpy. That was in 1956? 

Mr. Howett. That is correct. 

Mr. Reppan. What did you find upon your arrival there with re- 
spect to the type of aid program which had been set up, or the part 
which was contemplated for the future? 

Mr. Howett. The task that was given to us was expressed in this 
way: that the kip being put into circulation required imports of ap- 
proximately $314 million a month to soak up the kip so that there 
wouldn’t be a violent inflation. And we felt that bringing in $314 
million a month was not an impossible task until we had checked to 
see how it would come in, how it would be distributed after it got in 
and what was the composition of the program itself. 

Mr. Reppan. Do you know how that $314 million a month had been 
determined ? 

Mr. Hower. Yes. 

Mr. Reppan. And who determined it? 


Mr. Howe. It is worked out backward. It is worked out, as I 
understand it, in this way. Certain commitments were entered into 
by the Royal Government of Laos as to the force that it would main- 
tain, certain types of force. 

Mr. Reppan. Regular forces? 

Mr. Howett. Yes; armed forces, police, and administrative depart- 
mentsand whatnot. 

They then computed their budget, and of course they had a deficit. 
The United States supplied backing for the shortage of kip at the 
rate of 35 to 1. It is our understanding that that determined the 
volume of imports that had to be brought in. 

Mr. Reppan. In other words, they were forced to bring in that 
volume of imports to support the overall proposed program, and the 


imports were necessary not only to generate the kip but also to absorb 
the kip to stop inflation. 
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Mr. Howet. Yes, sir. The theory being that that kip w 
; : gt P would pags 
out into the hands of the population, the soldiers and the government 
people, and that they would want to spend it. Unless enough goods 
came in, the price of the goods would soar out of sight. 7 ; 

Mr. Reppan. When you arrived there, did you find that prior to 
your arrival any studies had been made to determine the economic 
validity of a program of that size in Laos? 

Mr. Howe t. No, there had been no studies. And I would like to 
make it clear that it is extremely difficult to make any studies for the 
simple reason that until 1954 all of the statistics for Laos were cop. 
sidered part of French Indochina. The aid and the French statistics 
came through Saigon and it was not possible to segregate them. There 
was no demographic information; there was very little information as 
to population. 

Mr. Reppan. By the “demographic information,” does that extend 
beyond vital statistics ? 

Mr. Howe. Yes. That is, we would want to know population in 
certain areas, age groups, and also with a country that has quite a 
variety of different types of people, some of whom have rather go- 
phisticated demands but most of whom have no—— 

Mr. Reppan. This would go to determining the market and nature 
of it? 

Mr. Howetn. Yes. We tried ourselves and we found that practical- 
ly none of the essentials for a market survey were available. 

Mr. Reppan. Did you subsequently make any determination as to 
the amount the economy could absorb per month ? 

Mr. Howextxi. No. And I would like to point this out: When they 
say economic need, you must understand I am not a theoretical econo- 
mist. We ran into difficulties with the economists who said that as 
long as the money was there, there was an economic need. So we 
have changed that to consumer and capital goods needs. 

We have asserted several times that we felt that the capacity of the 
people to absorb—that means the goods to come into the country, to 
be distributed and to be properly absorbed by the people—should not 
run much over $5 or $6 million a year. 

Mr. Reppan. Did you make any estimates as to the number of people 
that would be necessary to absorb this $314 million a month? 

Mr. Howe. We did it the other way around. We tried to figure 
the accessible population by taking the French statistics for certain 
areas, certain towns, and we came up with, using the utmost liberality 
in assuming that the goods could be distributed, with about 900,000 
people who could be serviced with this money. 

Mr. Reppan. Of those people, did you make any determination of 
which ones would be in the market? In other words, to what extent 
do they live off the land and to what extent would they be in the market 
for these imports? 

Mr. Howetx. We didn’t make any such study. To a considerable 
extent, a good deal of it was obvious, that the people outside of the 
small urban areas were practically at a subsistence level and didn't 
have a latent desire to buy the goods that were coming in from the 
West. 

Mr. Harpy. Do you mean they were the kind of goods that the rank 
and file of people couldn’t use? 
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Mr. Howe. I think, Mr. Chairman, it is a little bit different. In 
many countries you will find that the people have a perfectly sound 
idea of what they would like tohave. They just haven’t got the where- 
withal to get it. We found in many areas of Laos they just didn’t 
know the things existed. There was no demand of any kind. They 
were completely content. If you supplied them with medicine, blank- 
ets in the cold weather, and maybe if they had a rice shortage some rice 
and fishing equipment, that is about the sum total of their needs. Of 
course, they learn very quickly to want other things. 

Mr. Harpy. If they saw a Mission Director driving around in a 
Cadillac automobile, would that give them an idea that they ought to 
have one, too ? 

Mr. Howext. I am no expert on the psychology of the Lao, Mr. 
Chairman. ; ; 

Mr. Harpy. I was trying to think of the things that were being 
imported, and I am not suggesting that there were too many Cadillacs. 
I don’t know that there were enough roads to run them on. But I 
had gotten the impression that the kind of commodities that were sent 
over there frequently were not the kind that could be utilized by the 
general run of the Lao people. 

Mr. Howetx. Mr. Chairman, it worked out this way: First of all, 
as far as the automobiles were concerned, there was a limit eventually 
placed. I think it was about $2,200, the maximum value, and it meant 
you brought in a stripped-down Buick or something of that caliber. 
The transportation was so poor that almost any form of transporta- 
tion—bicycles—originally it started with bicycles and then it moved 
to velocipedes, scooter things, and then it moved to automobiles. I 
know we had quite a few difficulties as to which came first, the good 
roads or the cars. And depending on our experience in the United 
States, it was felt that if you had enough car owners raising cain about 
the roads, that maybe the roads would be improved. 

But there was an extremely difficult transportation problem, and 
the only way that anybody knew how to do it was to bring in jeeps 
and strong cars that could do that. 

As to the other question of why so many things came in that were 
not what might be called absolutely essential was the fact that the 
program involved so much money. It started off with what are the 
essentials; what do these people absolutely need? That was very 
quickly listed. 

But then we were running short of $3 million a month. So what else 
should we bring in? Eventually the list got to the point where, as 
long as anybody could see any sort of use in the country, it was 
brought in. In other words, we were not on a limited, austerity im- 
port program. The money was there and it was quite difficult, really, 
to find the kinds of commodities that should be brought in. 

Mr. Reppan. Mr. Howell, we have here all of your reports. If you 
want to refer to them at any time, just advise us. 

Hr. Howerx. All right. 

Mr. Reppan. I would like to go back just a moment to your estimate 
of the market which would be necessary to absorb these imports. As 
ae you said that it would take about 900,000 people to absorb 
them. 

Mr. Howett. No. Lam sorry, sir. I said there were 900,000 people 
capable of absorbing anything that was brought in. In other words, it 
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would have been the other way around. If we could have ascertainal 
that those people needed a hundred dollars apiece for the year, it 
would be $100 times 900,000. 

Mr. Reppan. Of those 900,000 people, do you have any estimate a8 to 
the number which had any purchasing power to the extent that the 
would be consic. red important in the absorption of these imports? 

Mr. Howett. No, sir. 

Mr. Harpy. Let me explore this 900,000 figure. That is a rath 
interesting figure. There were that many people that could conggiy. 
ably take up a commodity that we were sending in there; is that wha 
you mean ? 

Mr, Howe tt. Yes, sir. That is what led us to question the validity 
of the $314 million a month figure, because it is quite obvious that if 
900,000 people are going to share in a $30 million program in a country 
where the annual income, cash income, the best anybody can compute, 
was $70 a year, it is going to involve a vast change in their standard of 
living. 

Mr. Harpy. You say that would figure out to about $70 apiece? 
Mr. Howe tx. No. I say in that country, as in Thailand, the ave 
annual income is around $70. If we take $30 million and spread it ove 
900,000 people, that is quite a lot to add to their income, assuming we 

had it. That adds about 50 percent, which is a lot of money, 

Mr. Harpy. It adds about 50 percent to their annual income? 

Mr. Howe... Yes. 

Mr. Harpy. Of course, then, you had the problem of finding any sor 
of a basis which would provide general distribution, and if the t 
of commodities were not kinds that could be employed generally by the 
Lao people, it would seem to indicate that if the imports were goingto 
be utilized there would have to be a concentration of them in the hands 
of a relatively few people; is that correct ? 

Mr. Howetux. That is correct. That is what happened. 

Mr. Reppan. On page 10 of your Survey Report of April 20, 1956, 
Mr. Howell, this statement appears with relation to the analysis of th 
regional market. 

“Figuring from the payrolls, an estimate of 150,000 people with 
purchasing power adequate to the import program is also liberal.” 

Could you explain what that means? 

Mr. Howett. There were certain figures as to the people on th 
Government payrolls, whether they were in the army or the adminis 
trative end and the police. Multiplying that by the family unit, we 
came up with itobably 150,000 people who were receiving some of this 
kip that was being generated. We felt that there was the purchasing 
power. 

There is one other thing that has a great bearing on this, and thatis 
that the Government of Laos did not have sufficient staff to hare 
branches. Laos is not a unified country. It is cut up into a lot 
pieces, which resulted in the bulk of the licenses being concentrated m 
Vientiane. We figured at one time that 76 percent of all the license 
were granted in Vientiane. 

That meant that places like Pakse, Savannakhet, Luang Prabang, 
Xieng Khouang, were absolutely without any means of getting e- 
change unless they came to Vientiane to get it. We offered to ma 
these branch offices if the Government would set them up. I ca 
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understand why they couldn’t; they just haven’t got the personnel to 
do it. ; 

That meant also that a great deal of the imports were not handled 
with dollars in any event. They were handled with open-market kip. 
And a great deal of the business in the south and on the Vietnamese 
border didn’t come into the picture atall. cea 

So there was a tremendous concentration in \ ientiane which aggra- 
vated the problem of getting a wide distribution of needed goods to 
the people all over the country. os 

Mr. Reppan. ould you tell the committee how the composition of 
the import program was determined ; 

Mr. Howeti. The two meetings that we attended and sat in on, the 
bureau of customs people had a report of the imports and those were 
discussed. : 

Mr. Reppan. Excuse me. Had the commodity program been set up 
by USOM? , é 
“Mr. Howett. Yes, but it had been set up after the discussion of what 
the country needed, which was determined, as I understand it—in one 
of the meetings we participated in—it was physically derived from the 
Royal Government of Laos customs statistics. 

Mr. Reppan. Were those customs statistics at that time adequate 
to make any sort of a rational determination ? 

Mr. Howett. No. We felt it was completely invalid for a number 
of reasons. In the first place, the customs control at the Mekong was 
something completely new. There had been a free-trade zone for 
nearly a hundred years. They were completely unskilled. Their 
classifications did not conform to the ICA classification. We man- 
aged to get it changed about 2 years later. 

But the most important thing was this: That the customs depart- 
ment felt that their duty was to collect the maximum duties. There- 
fure, if there was an inflated invoice and the importer paid the duty 
on the fact of the inflated invoice, that was sufficient for their records. 
They had collected the customs duties. 

So we had two potential errors in there. In the first place, we had 
the fact that if the prices were inflated we had an erroneous dollar 
total. But then later we discovered that it was not necessary always 
to bring the goods into the country; just so long as you paid the cus- 
toms, that was sufficient. So we felt that the customs figures were 
quite invalid. 

On the other hand, there was very little else to go on. 

Mr. Reppan. Your April 20, 1956, survey report, beginning on 
page 11, states : 

No figures were available and none exists today to show the amount of licenses 
issued and covered by letters of credit and the actual arrivals in the country 
by commodity classifications. So it is nc possible to tell how such demand as 
import licenses may reflect correlates with the program estimates. 

We say “‘such demand as the licenses may reflect” because inspection of 
licenses applied for, made for the purpose of trying to find out what the demand 
for commodities was, showed that in far too many cases the commodity had been 
chosen by the importer for the ease with which it might be: (a) overpriced; 
(b) sold before reaching Laos; (c) smuggled back to Thailand; (d@) sold in un- 
friendly countries ; (e) substituted for by inferior and cheaper goods. 

Was your evaluation or your findings as of that time modified or 
changed by subsequent developments ? 


41067—59-—_49 
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Mr. Howext. I think the entire time that the exchange rate wa 
35 to 1, the analysis of the applications for licenses did not give ys 
valid figure of consumer demand. Ordinarily you can assume that ; 
an importer is going to spend his good money to bring in goods, he has 
a market for them. We felt we could arrive at an empirical progran, 
by analyzing the licenses. There were other considerations which 
made that totally irrelevant and we could not use the analysis of the 
licenses to determine the sound program. 

Mr. Harpy. Mr. Howell, will you explain the significance of jp. 
flating the invoices ? 

Mr. Howe t. I can tell you how it was done. The motivations wer 
many, I suppose, but what would happen would be that the pro form, 
invoice, which is a vendor’s invoice, quite often in blank, signed jy 
blank, would be in the hands of the importer and he would be told, 
“See how much you can get in the way of foreign exchange, and you 
price it on that basis.” So that if he wanted to buy 10 of these Lily 
cups and he thought he could get away with $1 apiece, and put in 
the pro forma at $1 apiece and got. it, he had the right to buy a 
letter of credit with kip and buy dollars at 35 to1. Then those dollars 
would be drawn on by the supplier, and the goods would be shipped, 
What happened to the excess dollars over and above what they should 
have cost was a matter of arrangement. between the importer and the 
exporter. 

Mr. Reppan. From your examination of the problem in Laos, could 
you tell the committee what, in your opinion, was the largest singk 
factor causing this inflated program, which was beyond the capacity 
of the country to absorb ? : 

Mr. Howe t. First of all, I think it must be realized that it was not 
a peacetime operation. It had all the aspects of a military operation, 
with the inflation resulting. But when we found that $314 million 
a month was impossible to bring in, impossible to distribute, we began 
to question the validity of the cash grant itself. 

And in the course of that, although certain aspects of that wer 
classified, we didn’t get into it, we did find that the nonindegnous 
portion of the budget was funded in kip and we objected very strongly 
to that. 

All that means is this: if certain goods and services do not have to 
be paid for in kip, such as soldiers’ pay, family allowances, indigenous 
supplies of rice and so forth, and it is going to be paid for with 
dollars, then we felt that the dollars should be kept here in Washing. 
ton and parceled out under the procurement system. In other words, 
it never would have been necessary to have created a kip deficit for 
those items which we had to cover with dollars. 

Mr. Reppan. Excuse me. I think you said “allowances and sdl- 
diers’ pay.” 

Mr. Howetn. Yes. That was a major item in the budget. 

Mr. Reppan. They were paid in kip, were they not ? 

Mr. Howett. Yes. 

Mr. Reppan. I am just a little confused then. I perhaps missed 
something in your testimony. I thought you were saying the parts 
of the budget which could be paid in dollars, you were recommending 
that that part not be set up in kip but that the funds be held here in 
this country, and I thought you said that it was your intention that 
those dollars should be used for the nonindigenous purchases. 
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Mr. Howett. That is correct. 

Mr. Reppan. Only to the extent that you were required to use kip 
in the program should dollars be made available ¢ 

Mr. Howett. That is correct. i 

Mr. Reppan. Did you discuss that with the Mission ? 

Mr. Howey. Yes, we discussed it with the Mission, and the other 
officials who were interested. And there was a further—— 

Mr. Reppan. With the PEO? 

Mr. Howett. Yes. There was a further point, also, that as to the 
indigenous budget requirements that did have to be paid in kip, we 
felt that with the Government unable to operate sound budgetary con- 
trols that it was unwise to make the entire appropriation available. 
We suggested that the money be made available against rial and that 
we ourselves would certify purchase commitments, and that the PEO 
would release these funds against certified commitments. Instead of 
that, however, the money was made available to the Department of 
Defense or the Department of the Army, and this business of budget 
control is a complicated technique. It was too much to expect them 
to spend the money within the pattern that had been anticipated. 

Mr. Harpy. How was it made available ? 

Mr. Howett. It was made available, as I understand it, by a check 
deposited in New York to cover the kip issue. 

Mr. Harpy. And then it was drawn on by the Lao Government ? 

Mr. Howett. The Lao Government then had the right to sell the 
foreign exchange in New York against these import licenses. 

Mr. MonaGan. Were they to sell the dollars? 

Mr. Howe... Yes, they would sell the dollars to the importer who 
needed dollars to bring in the goods. 

Mr. Reppan. They were selling those needed dollars at about one- 
third their market value, is that right ? 

Mr. Howey. They were selling them at the official rate of 35 to 1. 

Mr. Reppan. Which was equivalent to about one-third of what the 
dollar was worth. Would that be another way of putting it? 

Mr. Howetu. Let’s say it this way: the kip, in relation to the sur- 
rounding currencies, let’s say the baht, piastre, the rial, and so forth, 
ithad no international value, but in the surrounding countries had a 
relationship which was approximately, say 80 to 1. Ordinarily you 
would expect the dollar to be with cross parity rates to that. They 
were not at that rate. And the way I have set it in here, not being an 
economist, that we were giving the dollar at a bargain rate of about 
40cents. I had not felt that the kip itself was the distorted valuation. 
I thought that the dollar was distorted. And they might have had 
very, very good reason, which is beyond my ken, for making it avail- 
able at 38 or 40 cents. 

Mr. Reppan. Was the entire budget set up in kip ? 

Mr. Howett. The Government of Laos budget was set up in kip, 
yes, and the military budget was set up in kip. 

Mr. Reppan. But you felt that to the extent that they required non- 
indigenous purchases, it should be set up in dollars; is that right? 

Mr. Howrti. That portion of it should be, that is correct. The 
effect of that would have been that instead of—is it proper to state 
figures ¢ 

Mr. Reppan. Surely. 
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Mr. Howe tt. Instead of, say, a little over $3 million a month, w. Mr 
felt that $1,600,000 would have been ample, and that with the right fall | 
kind of controls, that could have been reduced further. ¥ | 





Mr. Harpy. Do you mean it would have produced the same results) erat 
Mr. Howe tt. It would have produced the same results in this wa as 
Mr. Chairman: We would have given $1,600,000 in cash, which wo d oe 
have supported kip which would have gone for local expenditures rol 
and then the agencies in Washington would have supplied, in kind. | The 
just the way they do MDAP and so forth, the balance of it through | d at 
other sources. So the Government would have had exactly the same bud ot 
equivalent, but it need never have been in kip. ‘ r | 
Mr. Harpy. That leads me to raise this question. The amount that | discuss 
you say would have been necessary in dollars if you had had a separa. | eatimat 
tion as between kip requirements and dollar requirements, would have | furnish 
been only about half what was actually used; a little less than half? could h 
Mr. Howett. The first year, from the figures that were given to us, Mr. I 
about 40 percent was nonindigenous requirements that need not have Mr. I 
been financed in kip. The second year it was a little below 40 percent, Mr. ] 
Mr. Harpy. That was 40 percent of what? Three and a half mil |  gontial 
lion dollars a month ? ag 
Mr. Howett. The actual figure of the nonindigenous given to us differen 
was $17 million the first year and $12 million the second year. And Mr. ] 
I believe $4 million for the third year, although we are not too sure importe 
of that. . “17: . | other so 
Mr. Harpy. Against that $17 million, how much would you esti- He mig’ 
mate would have produced the same results if you had separated the Mr. I 
budget into kip and dollars according to the requirements? ago we 
Mr. Howe . If we take the total budget, take a figure of $35 mil. Of cour 
lion, of that $17 million could always have been supplied in dollars, would g 
and need never have been turned into kip. About $18 million could Mr. E 
have been turned into kip, and should have been turned into kip Mr. I 
to pay for indigenous | 
Mr Harpy. Let’s talk about the $17 million. — 
Mr. Howe.t. That would have been supplied, and I think savings Mr. F 
could have been made because what it would have meant is this: If taking i 
the Army needed uniforms, if they needed any defense support items, by it, 
it would have been bought through the PA system and under the con- | times in 
trols which we have here in the United States. Mr. E 
Mr. Harpy. What would have been the dollars per year that would | jj, pre 
have furnished the necessary items which could have been bought |  o¢ tha gi 
with dollars in lieu of the $17 million? that it 
Mr. Howett. I couldn’t answer that, sir, because we didn’t deal | hands 5 
with the military budget. Our only interest in this was to find out | pa for 
why it was necessary to put $3 million worth of kip into circulation | hg gop ¢ 
every month. consider 
Mr. Harpy. I thought that you did use a figure a while ago, that |. t Tao, 
as against the $3 million you used a figure of $1,600,000, the licen 
Mr. Howe tt. That is correct. The difference between the amount | itty the 
of kip which needed to be funded, we figured, was $1,600,000, and Mr. H 
not $3 million, and that the difference represents this $17 million, cate that 
which could have been left in dollars. dispensa 
Mr. Harpy. The difference represented $17 million. I am trying Mr. H 
to see whether your computations extended to an estimated reduction 
in the cash grant which would have been required. 
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Mr. Howeti. We didn’t attempt to compute it. I felt that it 
would have done it in this way: First of all, $17 million spent by the 
United States through the procurement procedure would inevitably 
have produced more goods, or cost less money, than having it pur- 
chased by the Army or the Government of Laos through local im- 

orters With all of their charges and their inefficient buying. That is 
No. 1. cant , : ‘ 
The second thing is that there is no guarantee, in a country which 
doesn’t have budgetary control, that the object classifications of the 
budget will be observed. 

Mr. Harpy. I understand that. Those are factors which we have 
discussed. But I was trying to understand whether you made any 
estimate of the amount which would have been required if we had 
furnished in kind the items which were required, for which dollars 
could have been used instead of kip. 

Mr. Howety. No, sir; we didn’t make that estimate. 

Mr. Harpy. It was substantial, however, I take it? 

Mr. Howe tt. It is the best opinion that it would have been sub- 
stantial. 

Mr. Harpy. Do you have any information as to who got that 
difference 

Mr. Howexit. Well, I think, first of all, if you buy from a local 
importer, he is entitled to a profit, a markup. If he 1s buying from 
other sources, presumably we buy at good prices in the United States. 
He might be buying from France, Thailand 

Mr. Harpy. I am not thinking in terms of normal profit. A while 
ago we discussed the padding of prices, if we might use that term. 
Of course, that was one device by which the importer presumably 
would get an advantage. 

Mr. Howetx. That is right. 

Mr. Harpy. So that import licenses had a considerable value, did 
they not, beyond a normally expected profit ? 

Mr. Howett. Absolutely. 

Mr. Harpy. I am trying to get an understanding of just what was 
taking place and where the system broke down, and who was profiting 
by it. As a matter of fact, we have had some indication that some- 
times import licenses were sold. Did you find any evidence of that? 

Mr. Howe. There were attempts to sell them from time to time. 
It is prevalent in some countries. It arises in this way—I don’t know 
of the situations arising in Laos, although we were alerted to the fact 
that it might happen. In a country in which foreign trade is in the 
hands of nonnationalists—Chinese, French, and so forth—it is nat- 
ural for the government and the political pressure to say this should 
be for the Lao. And every once in a while the assembly would be 
considering a bill under which 80 percent of all licenses had to be given 
to lao. If something like that were enacted, the Lao would get 
the license. He wouldn’t know what to do with it, so he would sell 
it to the importer. 

Mr. Harpy. Let’s be specific. Did you have any evidence to indi- 
cate that certain Lao governmental personnel were profiting by the 
dispensation of licenses ? 

Mr. Howett. Government personnel had—— 
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Mr. Harpy. Wasn’t it pretty well known over there that certain 
Lao personnel were filling their own pockets through the sale of 
licenses ? 

Mr. Howey. The point about it was, sir, that we had to decide 
very early in the game whether conflict of interests was a matter which 
we should take into account. When you realize that it isa very smal] 
group of people there who are the governing people, they are the only 
people with any money, they are the only people with any skill, why 
they wear three or four different hats. } 

Mr. Harpy. You are talking about what circumstances contributed 
to the situation ? 

Mr. Howew. That is correct. 

Mr. Harpy. I recognize the fact that you had a lot of factors jn 
it. But I am trying to understand as clearly as I can what the condi- 
tions actually were. Then we can determine the extent to which 
weights should be given to these various factors which came into play, 
But isn’t it true that it was pretty well understood that some of the 
Lao officials were reaping considerable personal profit from the issy- 
ance of these import licenses ? 

Mr. Howext. Yes, I think that isa fair statement. 

Mr. Harpy. Didn’t you, as a matter of fact, have some discussions 
of that problem with the then Ambassador, Mr. Parsons? 

Mr. Howe... Yes, that is correct. 

Mr. Harpy. Will you tell the committee the nature of that discussion 
and just what took place ? 

Mr. Howe... There were two kinds of transactions. There was the 
ordinary transaction in which a government official, in wearing his 
other hat as a businessman, was taking advantage, in the same manner 
as any other importer, of trying to put through a pro forma to get 
a list which either had improper specifications, poor quality material, 
or it was overpriced. There were certain other matters where a prop- 
osition—— 

Mr. Harpy. Would you feel freer to discuss this if we didn’t have 
somany guests ? 

Mr. Howetu. Yes, sir. I am sorry. 

Mr. Harpy. I think maybe we will have to ask some of our guests 
to leave so we may take this testimony. 

I think, in order that there may be no inhibitions in the testimony 
presented, Mr. Grant, I will ask all the ICA and State Depart- 
ment people to leave the room for the time being. We will have some 
questions of Mr. de Paul when we get through with this phase of this 
discussion. . 

Mr. Grant. We will be glad, Mr. Hardy, to wait outside, subject 
to your call. 

Mr. Harpy. Thank you very much. 

(The ICA and State Department people left the room at this point.) 

(The rest of Mr. Howell’s testimony was received in executive 
session. ) 

Mr. Harpy. We will try to close up the hearing in a very few 
minutes. We are just about finished. 

Mr. dePaul, we have a few questions to ask you. Maybe you had 
better bring Mr. Hertz up with you, if you will. 

Mr. dePaul, you have been sworn. 
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Mr. pePavu. Yes, sir. i 
Mr. Harpy. Mr. Hertz, you have not. Will you be sworn? 
Mr. Herrz. Yes, sir. 

(Mr. Hertz was sworn by Mr. Hardy.) 


TESTIMONY OF NICHOLAS CARTER dePAUL, JR., DEPUTY ASSISTANT 
10 THE DIRECTOR FOR LIAISON, INTERNATIONAL COOOPERA- 
TION ADMINISTRATION; ACCOMPANIED BY GUSTAV CRANE 
HERTZ, PUBLIC ADMINISTRATION ADVISER FOR THE FAR EAST 
AND EUROPE 


Mr. Harpy. Mr. Hertz, you are employed by ICA ? 

Mr. Hertz. I am. 

Mr. Harpy. What is your official position ? 

Mr. Hertz. I am Public Administration Adviser for the Far East 
and Europe. 

Mr. Harpy. What is your address in Washington ? 

Mr. Hertz. My home is Leesburg, Va. 

Mr. Reppan. Mr. Hertz and Mr. dePaul, I will address my ques- 
tions to both of you. ‘They concern the final report submitted by the 

| Howell Co. to LCA under their contract with ICA in Laos. 

| Jwant to inquire specifically about certain deletions which were 
made in the draft of the report. These deletions, of course, do not ap- 

pear in the final report. I want to establish the responsibility for the 

| deletions and the reason for the deletions. 

On page 3 of the draft report, the following material was deleted: 

Since the RLG, for reasons of expediting the project, was not a party to the 
10CA-Howell contract, and because the project agreement was in English, the 
RLG had little knowledge, if any, of the work contemplated to be done by HCS 
wtil HCS provided a French translation of the project agreement and the con- 
tract. 

And footnote 1, also deleted: 

Subsequently, many other project agreements and pertinent parts of ICA Reg- 
wation No. 1 were translated with resulting degrees of surprise and astonish- 
ment on the part of RLG officials who thus learned for the first time of plans 
affecting their functions and available personnel. 

Mr. Hertz, did you direct Mr. Howell to delete that part from his 
final report ? 

Mr. Hertz. No, sir, I did not direct him to do that. 

Mr. Reppan. Did you suggest that it be deleted? 

Mr. Hertz. Yes, sir; I did. 

Mr. Reppan. Did anyone suggest or direct you to ask Mr. Howell 
to delete that ? 

Mr. Herrz. If I may, Mr. Reddan, I should explain that Mr. Howell 
give us a draft, the draft of the report which you have, and asked 
isto review it, which we did. We gave him our informal suggestions 
isto how the report could be made more intelligible and more under- 
sandable. 

_Mr.Reppan. Would that include the deletion of the material I have 
just read ? 

Mr. Hertz. Yes, it did. 

Mr. Reppan. Did you make these determinations on your Own or in 
conjunction with some one else ? 

Mr. Hertz. No, I did not make them on my Own. 
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Mr. Reppan. Will you tell the committee whether or not this isa 
consensus, and if so who joined with you in making these determing. 
tions for deletions? 

Mr. Herrz. I showed a copy of the report to Mr. dePaul, who knew 
of course, intimately of the situation, and asked him for any sugges. 
tions he might have as to how the report might be improved. 

Mr. Reppan. And did he suggest these deletions ? 

Mr. Hertz. I think on this particular one, I believe this is one tha 
you suggested. 


Mr. Reppan. Is that your recollection, Mr. dePaul; did you sug. | 


gest this deletion ? 

Mr. vePauu. Yes, sir. In the main, there were a number, a rela. 
tively small number of paragraphs in this draft report that Mr. Hert, 
showed to me that he had flagged. 

Mr. Reppan. Who flagged ? 

Mr. veEPauv. Mr. Hertz had flagged, in his own reading of the 
report. He asked me for my informal comment on the points that he 
had flagged, and any other points which I might care to comment 
upon. I would say generally I restricted my comments almost entirely 
to the points that Mr. Hertz had flagged, because in reading the draft 
I felt Mr. Hertz had quite accurately picked out all of the paragraphs 
that might require some clarification or which were either not intelligi- 
ble to the reader or might raise some question about what was meant. 
I may have added one or two of my own. 

Mr. Reppan. I will take each one. The first one I read on page 3, 
was that your idea or was that Mr. Hertz 

Mr. pePauw. It was my idea. I cannot recall whether it was also 
Mr. Hertz’s idea. 

Mr. Reppan. Did you flag this or was it flagged when it was given 
to you? 

Mr. pePaut. I don’t recall, sir, on this specific paragraph. 

Mr. Reppan. Do you recall, Mr. Hertz? 

Mr. Herrz. No, I don’t. As Mr. dePaul said, at this point it 
became somewhat of a joint effort. I had gone through the report. 
I noted certain things that raised a question in my mind. I didnt 
know whether they were true or not true and I asked Mr. dePaul 
about them. Most of my own comments, I believe, were sort of edi- 
torial in nature. 

Mr. Harpy. These wouldn’t be classified as editorial, would they! 

Mr. pePavuu. No. I can discuss the substance of those paragraphs, 
if you wish. 

Mr. Reppan. Yes, ina moment. 

Is Mr. Hertz your subordinate in ICA ? 

Mr. pePavut. No, sir. 

Mr. Reppan. He is outside of your shop ? 

Mr. pePauy. We have nothing to do with each other officially in 
this context. 

Mr. Reppan. With respect to this particular deletion, if you car 
to tell the committee why you felt this should be deleted 

Mr. peEPavt. Yes. 

I checked this for Mr. Hertz’s attention, either on the basis of his 
original notation or perhaps as a contribution of my own, for this 
reason 











Mr. Reppan. How long ago did this take place? 
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Mr. pePavv. I would say approximately a month ago. 

Mr. Reppan. | would like your best collection as to who initiated 
these deletions, you or Mr. Hertz. 

Mr. pePaut. These specific ones / 

Mr. Reppan. Yes, sir. 

Mr. pePaut. Well, I made specific substantive comment on these 

aragraphs. I don’t recall whether that was on my own initiative or 
whether it was in terms of a flag that Mr. Hertz had raised. But in 
any event, I would have called attention to these paragraphs whether 
or not Mr. Hertz had flagged them to me. 

Mr. Harpy. Did you do it in writing? 

Mr. pePauu. Only in part. I made some marginal notes. I gave 
Mr. Hertz one or two handwritten notations. I did not write a formal 
memorandum. 

It was in terms of either marginal notations or I would say scraps 
of paper, wasn't it ¢ 

Mr. Herrz. I think I remember one or two brief handwritten notes. 

Mr, Harpy. Can you tell the committee why you thought those 
should go out ¢ 

Mr. pe Pauw. Yes, sir. On the first paragraph I think there is an 
inaccurate implication there that relates to a perid of time when Mr. 
Howell was not in Laos. This was in 1955. The Mission originated 
the concept, the need for the Howell contract, communicated with 
Washington in February of 1955, launching the idea that a contract 
service of this kind was important and necessary to our operation. 

There intervened a period of about 10 months between that initiation 
of the project concept and the arrival of the first members of the 
Howell group. During that period, when Mr, Howell was not in Laos, 
we had numerous discussions on the part of myself, my deputy, and 
other officers, with the then Minister of Commerce and other members 
of the Ministry of Commerce and other officials of the Lao Govern- 
ment, with respect to the nature of this service which we were intending 
and hoping to provide to the Lao Government. 

Knowing these facts, I did not feel it appropriate for Mr. Howell to 
state that the Lao Government had little knowledge. 

There is another factor in the picture. The Minister with whom I 
originally negotiated, and with whom I discussed these matters, was 
not the Minister in charge during most of the time of the Howell con- 
tract, and it is quite plausible, 1 think, to assume that the new people 
who came into the Ministry of Commerce and related offices of the Lao’ 
Government after Mr. Howell arrived may not have had knowledge of 
the contract. In fact, it may have been quite appropriate for Mr. 
Howell to brief new people in the Ministry with respect to his function. 

It would be true, you see, that these new people would not have had 
knowledge of these matters, but it is not true to imply that such knowl- 
edge had not been imparted to the previously responsible people. That 
is the only point I had in mind here in terms of accuracy. 

Mr. Harpy. I don’t know that there is such an implication in the 
report, but obviously Mr. Howell’s position presumably was from his 
own knowledge. He testified at some length on that particular subject 
a while ago. 

It was his testimony that he found the Lao Government had no 
knowledge of the contract, no knowledge that he was coming, no 
knowledge of anything that he was supposed to do. 
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Further, he testified they had no way of finding out because ther 
was no copy of the contract in French, and nobody in the Mission tolq 
him anything he was to do until he furnished them a copy which he 
translated himself. I believe that is his testimony. So certainly he 
didn’t get any help out of the Mission Director in trying to get the 
Lao Government informed, if his testimony is factual. ; 

Mr. pePaut. May I reply tothat? 

Mr. Harpy. Yes, sir; that is why I made the observation. 

Mr. pePavut. I personally discussed the nature of this contract, the 
nature of the services, the need for the services, with His Excellency 
Phoui Sananikone, who was at that time the Minister of Commeree, ° 

Mr. Reppan. This is prior to Howell’s arrival in Laos? 

Mr. pePavt. Prior to the arrival. 

We discussed the nature of his contract at some length. We also 
cleared with the Lao Government every single nomination of per. 
sonnel for the contract team. Every time Mr. Howell proposed q 
name, he was required to submit a biographic summary to Wash. 
ington, which was transmitted telegraphically to the Mission. The 
Mission was required to obtain the consent of the Lao Government 
for its acceptance of the named individual. I personally discussed 
each candidate with the responsible official of the Lao Government, 
obtained his written or verbal concurrence to add this member to the 
team, and so informed Washington by telegram. 

Mr. Harpy. If we had access to that telegraphic information, our 
job would not have been so difficult. We are now getting reference 
to telegrams which we have had no information about it all, 

This is another instance, Mr. Grant, of possible conflicts in testi- 
mony. I don’t know that it is significant, but we might have avoided 
some of it if we had been provided full information from the agency, 

Go ahead, Mr. Reddan. 

Mr. Reppan. There is a footnote there which you have not com- 
mented on yet, sir. 

Mr. pePaut. May I amplify my earlier testimony ¢ 

Mr. Reppan. If it is necessary. 

Mr. Harpy. I don’t want to cut you off. I want to give you every 
opportunity to say whatever you want to say that relates to the 
subject. 

Mr. pePavut. I find it very difficult to interpret the statement which 
you have quoted, and perhaps I misunderstood, on the part of Mr. 
Howell that he received no assistance from the Mission Director. 

Mr. Harpy. I don’t think I said that he testified to that. 

Mr. pePaut. In informing the Lao Government of the nature of 
his contract. 

Mr. Harpy. He testified, according to my recollection, that when 
he got there the Lao Government didn’t even know that he was coming 
or what he was supposed to do, and they had virtually no information 
about the contract because there was no contract in French and they 
hadn’t been advised about it, and he translated the contract himself 
so that they could have access to it. 

Mr. pePavv. That is correct. The contract would be signed m 
Washington. There would be some interval between its receipt in 
Laos, and I believe at that time we were very poorly staffed in the 
way of competent English translators, English-French translators 
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and typists, and it may well be that we had not been able to translate 
the contract for the Lao Government. 

However, I think most of the contract was not of great interest to 
the Lao Government because the bulk of the provisions of the con- 
tract relate to the relationship between the contractor and ICA. I 
ean assure you that the substance of the contract, the nature of the 
services to be rendered, had been thoroughly discussed with the Lao 
Government, although perhaps not with the same individuals to whom 
Mr. Howell may have reference. 

Mr. Harpy. It may not be significant, and it may be that Mr. 
Howell didn’t come in contact with the people who knew about it. 

Go ahead, Mr. Reddan. 

Mr. Reppan. Now astothe footnote. Why was that deleted ? 

Mr. pEPauL. May I refresh my memory ? 

Mr. Reppan. I am referring to the footnote, a footnote to the state- 
ment that the Lao Government didn’t know about his contract, had 
little knowledge of it. Itsays: 

Subsequently many other project agreements and pertinent parts of ICA Regu- 
jation No. 1 were translated with resulting degrees of surprise and astonish- 
ment on the part of RLG officials who thus learned, for the first time, of plans 
affecting their functions and available personnel. 

Mr. pePaut. My comment on that paragraph had to do with the 
implication that project agreements and Regulation 1 had not previ- 
ously been provided by the Mission to the Lao Government. This I 
believed to be inaccurate. 

Mr. Reppan. Did you provide it in English or French ? 

Mr. pEPauL. We were in possession of a French translation of 
regulation 1, which had been made in Saigon in 1952, I believe. I 
personally procurred copies of this agreement. 

Mr. Reppan. Was it given to the Lao Government ? 

Mr. ppPaut. It was given to the Lao Government by the appropri- 
ate officers to the appropriate officials. 

Mr. Harpy. Then your statement is that this is inaccurate ? 

Mr. pePavut. Yes, sir. 

Mr. Reppan. That is the part with respect to Regulation No. 1. 
How about with respect to project agreements ? 

Mr. pePaut. Regarding project agreements, I would say there is 
some inaccuracy there. Again I must allude to the fact that our 
physical capability of turning out French translations of complicated 
documents was virtually nil at this stage. This was a deficiency in 
staff. 

However, my deputy, who at that time was Mr. Alex Moore, Jr., 
isextremely proficient in French, and it was one of his functions to 
discuss all project agreements in detail with the responsible officers and 
toobtain their signatures. 

Mr. Reppan. Did he carry out his function completely ? 

Mr.pePaun. Yes, sir. All project agreements—— 

Mr. Reppan. How about with respect to the airport contract and the 
barge contracts ? 

Mr. pePaut. As I recall, sir, all project agreements with the Lao 
Government required the signature of the Lao Government. 

Mr. Reppan. That is possibly so. I am asking you now whether 
ornot they were advised in detail as to these particular projects. You 
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said all projects they were advised on in detail. I am asking you 
specifically now about the barge contracts on the Mekong and the air 
field contract. 

Mr. pePaut. If you are referring to project agreements, then they 
would have been signed by the responsible Lao Government officer, 
I presume—and I have knowledge of many specific instances—that 
before the responsible Lao Government officer was required to sign a 
project agreement he would either be provided a translation or make 
his own translation, or in some cases would be an officer who could 
read English. 

Mr. Reppan. These are suppositions you are making, Mr. de Pay]. 
Did you ask Mr. Howell for the basis for his statement ? 

Mr. pePaun. No, sir; I did not discuss this report with Mr. Howell 
at all. I confined my comments to Mr. Hertz. 

Mr. Reppan. Can you testify that these are false statements? 

Mr. pePauu. I would not like to so testify. I believe that these 
statements, as written, may leave an erroneous implication which I 
would imagine Mr. Howell 

Mr. Harpy. It would leave the implication that the Mission didn’t 
do a very good job with respect to advising the Lao Government in 
some particulars, in any event. 

If Mr. Howell testified that the Mission did not advise the Lao Gov- 
ernment in connection with the barge contract, or the airport con- 
tract, can you testify from your knowledge that he is in error? 

Mr. pePaut. I am afraid I need a little clarification here, sir. You 
are talking about a barge contract. This is a document running be- 
tween the ICA—— 

Mr. Harpy. Maybe it is not required. 

Mr. pePavt. It would not be required. I am speaking of project 
agreements. 

Mr. Reppan. On the project agreements and the subsequent infor- 
mation which would affect the Lao personnel and projects in Laos. 

Mr. pePaun. What is the question ? 

Mr. Reppan. I will go back to the beginning. 

Mr. Harpy. What was stricken relating to this? Again maybe 
this is not important and I don’t want to be straining at gnats, because 
we are taking up too much time. 

Mr. Reppan (reading:). 

Subsequently many other project agreements and pertinent parts of ICA Reg- 
ulation No. 1 were translated with resulting degrees of surprise and astonishment 


on the part of RLG officials who thus learned for the first time of plans affecting 
their functions and available personnel. 








Mr. pePaut. May I state on the specific content of that paragraph, 
with respect to project agreements as distinct from contracts for ICA 
procurement, I have no knowledge of any project agreement that was 
signed without being thoroughly discussed and also signed by the Lao 
Government. 

Mr. Harpy. I would suppose that the Mission would be pretty care- 
ful to comply with the requirement that somebody from the Lao Gov- 
ernment at least go through the formality of signing a project agree- 
ment. Whether or not he understood it is another matter. 

Mr. pvePavuw. Right, sir. I can understand that Lao Government 
officials, upon seeing the project agreement, which perhaps they them- 
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selves had signed earlier, might express surprise. This would not sur- 
prise me. I do not quarrel] with that portion of the statement, but I 
think it carries an implication that is not meant. 

Mr. Reppan. On page 38 of the Howell proposed report it was sug- 
gested that another deletion be made, and the delet lon was made, Mr. 
Howell’s report there refers to its examination of licenses, and he said 
that only 23 percent of the licenses which he had examined were ap- 
proved. There followed this statement: 

Bven these did not necessarily represent the best possible procurement but 
were passed because the pipeline had to be kept filled as an “anti-inflation meas- 
ure” and pure theory had to give way at times to practical and political consid- 
erations. 

Mr. peEPavu. Yes, sir. My comment to Mr. Hertz on that para- 
graph I believe was restricted to the question of a definition of the 
“best possible procurement.” I did not quite understand what that 
phrase was intended to convey. 1 don’t know what the “best possible 
procurement,” as a goal or as a standard, means. My comment was 
this should either be deleted or spelled out. If you say there is a short- 
fall in the 23 percent of licenses which were approved, let us be spe- 
cific as to what that shortfall was. 

Mr. Harvy. This was a judgment of a contractor. When you are 
dealing with theory, which he specifically mentions, you have to get 
into the realm of judgment. 

I am more concerned with the action of the agency in causing an 
independent contractor to modify his own judgment, which is a little 
critical of the agency, than I am of some of the others. If there is 
anything critical, you want the contractor to cut it out. 

Mr. pePauL. May I comment on that ? 

Mr. Harpy. Certainly. 

Mr. pePavt. I personally did not either cause deletions or even 
discuss these matters with Mr. Howell except in the most general way 
to indicate to him that I had read the report. I indicated to Mr. 
Hertz that these were passages which either contained what I thought 
to be inaccuracies or required clarification. I relied on Mr. Hertz, 
who then discussed the matter with Mr. Howell, and I had no under- 
standing from Mr. Hertz that he would in any way be able to cause 
a deletion; rather that he would take this up for discussion. 

Mr. Harpy. I will ask Mr. Hertz if he discussed it with Mr. Howell. 

Mr. Herrz. I did discuss it with Mr. Howell. 

Mr. Reppan. What did you tell him with respect to that particular 
sentence ¢ 

Mr. Herrz. I should point out that Mr. Howell gave us a draft of 
the final report for our review, and we felt free to make suggestions 
onit. We made these suggestions. 

Mr. Harpy. That is understandable. 

Mr. Herrz. In other words, if you ask me to look at something and 
give my suggestions, I will give them. 

Mr. Harpy. I get a distinction, though, between suggesting a change 
to take care of an inaccuracy, or what could be construed as an in- 
accuracy—I think that requires one evaluation—and a suggestion that 
a critical comment, which is a judgment comment that. might be con- 
strued as having some reflection, should be taken out. That is a self- 
serving type of deletion, to say the least. 
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Mr. Reppan. What did you suggest to Mr. Howell with respect to 
this deletion, Mr. Hertz ? 

Mr. Herrz. You understand that Mr. Howell did not have to make 
any changes. In fact, he didn’t have to submit the report to ug jy 
draft. 

Mr. Reppan. As long as you have raised that; as a matter of fae 
wasn’t it suggested to Mr. Howell that unless these deletions wer 
made the report wouldn’t be accepted ? 

Mr. Herrz. No, sir, it was not. 

Mr. Reppan. You did not make that suggestion ? 

Mr. Herrz. I did not. 

Mr. Reppan. Do you know whether anybody in ICA did? 

Mr. Hertz. The only two people who were involved in this, that ] 
know of, were Mr. Lawson, my superior, and myself. 

Mr. Reppan. Who? 

Mr. Herrz. Mr. Lawson, my superior. He is Chief of the Public 
Administration Division. And myself. And neither of us made that 
suggestion, nor implied that in any way. 

Mr. Reppan. Do you know that Mr. Lawson didn’t make it? 

Mr. Hertz. He did not make it in my presence, and I do not know 
of any conversation Mr. Howell had with him other than in my 
presence. : 

Mr. Reppan. Was Howell told by you or anyone in your presence 
that these comments were felt to be not pertinent to his contract? 

Mr. Herrz. I think actually my own conversation with Mr. Howell 
on this was very brief. 

Mr. Reppan. If you will just answer my question first, Mr, Hertz, 

Mr. Hertz. Certainly. 

Mr. Reppan. Did you tell, or was Mr. Howell told in your presence 
that these deleted matters were felt by ICA to be not pertinent to his 
contract, or words to that effect ? 

Mr. Hertz. To Mr. Howell I did not make that comment. 

Mr. Reppan. Did you make it to anyone ? 

Mr. Hertz. I did write a memorandum to the Lao desk about Mr. 
Howell’s reports. Not this particular report, but his general reports, 
in which I commented that many of the matters which Mr. Howell 
talked about didn’t seem to me to be pertinent to the contract. This 
was my genera] 

Mr. Harpy. Mr. Grant, may we have a copy of that, or is that 
“Executive privilege” also? 

Mr. Grant. You certainly may have a copy, Mr. Chairman, if you 
don’t already have one. 

Mr. Moraan. I believe you already have it. 

Mr. Harpy. Do we have acopy of it ? 

Mr. Woops. I have not seen it. I examined that file yesterday and 
I don’t recall seeing it. 

Mr. Hertz. This ismy memorandum copy. 

Mr. Harpy. We do have a copy, and without objection it will be 
inserted in the record at this point. 
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(The memorandum follows :) 


OFFICE MEMORANDUM—U.S. GOVERNMENT 
APRIL 6, 1959. 
- Mr. Victor Morgan, O/FE “10138 M. 
ae H. S. Phillips, Acting Chief, PAD, 1101 M. 
Subject : Howell testimony before the Hardy committee. 


You called our attention to certain testimony of Mr. Howell before the Hardy 
committee in which he indicated that his direct contract with ICA is with the 
project manager in the Public Administration Division and stated that all of 
his reports went directly to that place. You requested us to indicate what ac- 
tion we took on the problems raised in his reports. Mr. Howell, in his testi- 
mony, does not indicate that there was any specific action which PAD should 
have taken, but merely indicated that his reports were sent to PAD. ak 

As you know, Howell made copies of all its reports available to the mission, 
and the mission took such action as they deemed necessary on the matters indi- 
eated. In addition, Mr. Howell conferred frequently with Mr. Murphy, ICA/W 
Controller, and Mr. Fred Bunting. He also states that he conferred with Ty 
Wood and Dr. Moyer. 

PAD in its role as backstopping office carefully reviewed all Howell & Co. 
reports and distributed copies to other offices of ICA. In these reports, Howell 
& Co. commented on problems and conditions in the country and their progress 
on the contract itself. 

Many of the comments contained in the Howell & Co. reports are citations 
of well-known political, historical, and geographical conditions which required 
no action on PAD or ICA/W’s part. For instance, in a progress report for the 
period May 1 through 31, 1957, Mr. Howell comments on the reorganization of 
the Laos Government. He indicated that “the interval until the formation of 
anew government may retard or otherwise affect actions and decisions in some 
areas of Howell & Co.’s activities.” 

Many comments were made on the lack of trained Laos personnel. For in- 
stance, in their annual report for the year 1956, Howell & Co. states that “there 
has been a great deal of on-the-job training in the foreign trade administration 
side. Possibly, 30 to 40 personnel have come under some sort of guidance in their 
work in this field. Staffing and training in procurement administration will 
begin shortly.” Lack of trained personnel is a chronic condition in an under- 
developed country, and the training undertaken by Howell & Co. was a normal 
method of procedure in these circumstances. 

Again, in the year-end report for 1956, Howell & Co. comments on admittedly 
unsatisfactory but well-known conditions, and they state that “transportation 
to Laos is difficult, distribution within Laos is almost primitive, but even with 
the fullest encouragement and freedom of choice for honestly priced legitimate 
imports and the most effectively run system of licensing, we are convinced that 
the import program cannot do this job alone.” 

Many of the Howell & Co. reports concluded with an indication that the con- 
tractor was “on top of the problems,” and thus no particular action was required 
by ICA/W. For instance, in the report concerning the period April 1 through 
30, 1957, Howell & Co. reported in its conclusions that “much further headway 
has been made in ironing out all manner of difficulties and situations, and hope 
is felt for successful early termination of this overall undertaking.” 

PAD did in fact, according to Mr. Eliot of PAD, arrange several meetings 
for Mr. Howell with ICA/W staff members. At these meetings, Mr. Howell 
presumably had ample opportunity to bring any problems to the attention of 
ICA/W staff. 

In summary, then, Howell & Co. commented on a number of complex problems 
inherent in the effort to set up a reliable economy in an economically and admin- 
istratively primitive society. The reports were regularly submitted to USOM. 
PAD saw to the regular distribution of the reports in ICA/W. PAD also 
arranged meetings for Mr. Howell to give his comments directly to ICA/W staff, 
and Mr. Howell made his views known, orally and by correspondence, directly, 
to staff concerned with economic and policy matters. 

With regard to contract administration as such, Howell & Co. in its year-end 
report for 1956, indicates “that it has not been possible for USOM/LAOS, for 
understandable reasons, to meet fully its engagements under article III, and 


therefore the group, as well as USOM members have worked and lived under some 
difficulties.” 
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Mr. Howell, however, then indicates “that improvement is marked and ag the 
many projects now underway mature, normal, working, and living Conditions 
should permit the work to go on with less tension.” 

Our principal tasks with respect to the Howell contract, as you know, had ty 
do with the details of contract administration, and our files reflect a volume of 
correspondence with Mr. Howell over personnel and financial problems of the 
contractor, many of which were called to the attention of S/CO. 

Mr. Hertz. These are my comments, Mr. Reddan, on Mr. Howell’; 
monthly reports, regular reports that he gave. 

Mr. Harpy. Did they relate to this one? 

Mr. Herrz. This, I assume, is a summary of these reports. 

Mr. Reppan. Did your memorandum cover this summary report? 

Mr. Hertz. No, sir, it did not. 

My memorandum actually was written on the basis of—I will tel] 
you why it was written; it was written on the basis of Mr. Howell's 
previous testimony to the committee in which he commented on the 
fact that he had made regular reports to our division of the work jp 
Laos. 

Mr. Reppan. When did you have your conversation with Mr, 
Howell about these deletions ? 

Mr. Hertz. It would seem to me about a month ago. I had two con. 
versations with him, one when he turned the draft over to us, and the 
second conversation in person was when we gave him our reaction 
to his report. 

Mr. Reppan. What did you tell Mr. Howell with respect to this par. 
ticular sentence ? 

Mr. Herrz. I think my general comment when I went over it with 
him is “Here is our reaction, for what it is worth,” or words to that 
effect. 

Mr. Reppan. What was his reaction? I would like to know on what 
basis it was deleted. What did you tell him ? 

Mr. Herrz. I don’t know exactly how I put it to him, Mr. Reddan. 

Mr. Reppan. To your best recollection. 

Mr. Herrz. I think I just said, “Here is our reaction on your report,” 
or something like that. 

Mr. Reppan. Did you have this X’d out of the report when you 
handed it back to him ? 

Mr. Hertz. It seems to me that I just ran down the pages and made 
a little checkmark or something like that. 

Mr. Reppan. And you said, “Here is a checkmark, and that is our 
comment.” How in the world could he interpret a checkmark? What 
did you say to him if you only had a checkmark there? 

Mr. Herrz. I think I read him the particular phrase that either 
Mr. Carter dePaul or myself thought—— 

Mr. Reppan. Thought what ? 

Mr. Herrz. Thought seemed to be inappropriate for one reason or 
another. 

Mr. Reppan. Was it suggested then that the sentence be deleted? 

Mr. Herrz. This was the implication of my whole suggestion, 

Mr. Reppan. The word “deletion” never entered into your conversa- 
tion at any time? 

Mr. Herrz. I could well have used it. I don’t know. I don’t r- 
call. 

Mr. Reppan. That was the implication, however. 
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Mr. Harpy. Now I would like to return to a discussion we had a 
moment ago in connection with a memorandum which you said you 
rote to your SUperlLors. 

Woe tiers. Yes, to my superior, which was then transmitted to Mr. 
Victor Morgan, the Desk Officer of Laos. 

Mr. Harpy. I am not sure whether we have that memorandum or 
not. We have al memorandum which shows that it is from H. S. 
Phillips to Mr. \ ictor Morgan. 

Mr. Herrz. That is the memorandum I referred to. 

Mr. Harpy. Your name doesn’t appear on it anywhere ? 

Mr. Herrz. No, sir; in the Government it is customary to send 
your memorandums out under the chief’s signature. 

“ Mr. Harpy. I can’t even find any indication that you drafted it. 

Mr. Herrz. I think this is what I drafted. Probably one of the 
copies Will carry my initials and the stenographer’s initials on it. 

Mr. Harpy. In any event, this is the memorandum to which you 
referred ? 

Mr. Herrz. Yes, this is the memorandum to which I referred. 

Mr. Harpy. You are sure you didn’t write any other memorandum ? 

Mr. Hertz. This isthe memorandum I referred to. 

Mr. Harpy. Will you answer the rest. of the question? Are you 
testifying that you did not write any other memorandums concerning 
this? 

Mr. Herrz. Not concerning this report. 

Mr. Harpy. And you wrote no other memorandum with reference to 
the deletions in the final report of Howell ? 

Mr. Herrz. Not to my knowledge; not that I remember at this 
time. 

Mr. Reppan. On page 57 of Mr. Howell’s report, the following 
deletion occurs in connection with his comments on the control sys- 
tems, accounting and reports. He says in the next to the last para- 
graph: 

The training section of this report makes reference to the complete lack of 
information as to the status of American aid and the nonexistence of any ac- 
counting or reporting procedures operated by the RLG at the time HCS arrived 
in Laos. 

The next sentence was deleted: 

Due to inadequate staffing, USOM records were little better. 

Mr. Harpy. Even after he put a mitigating phrase in there, you 
took that one out. 

Mr. pePaut. May I comment ? 

Mr. Harpy. Do you want to brag about USOM records? 

Mr.pePavu. No, sir. 

Mr. Harpy. Go ahead then. 

Mr. pePaux. I don’t even want to brag about the inadequate 
staffing. 

Mr. Reppan. Was this incorrect ? 

Mr. Harpy. Do you mean that you were adequately staffed but 
your records were poor ? 

Mr.prPavn. No, sir. 

Mr. Harpy. I want to see which part of this you agreed with. 

Mr. pePaut. Records were poor. And we were inadequately 
staffed. I don’t want to brag about either one. 

41067—59——_50 
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Mr. Harpy. It was factual statement but you didn’t want anybody 
to know it? 

Mr. pePavt. No, sir. 

Mr. Reppan. Why was this cut out ? 

Mr.. pePaut. I would like to comment on the substance of that, 
Actually, my reaction to that was more in terms of the first part be- 
cause I consider that the reference to the status of American aid jg 
a very broad topic, and I believe Mr. Howell to be intending to refep 
to something quite narrower. I think I know what he referred to, 
He speaks of the nonexistence of records in the Lao Government, 
This is inaccurate. I personally have seen, worked on, and helped 
develop a recordkeeping system in the Lao Government in 1954 and 
1955. Perhaps Mr. Howell was not aware of this. 

Mr. Harpy. Maybe they weren’t still there. 

Mr. pePaut. I believe they were, sir, at this time, because I looked 
at these records. I received them from the Lao Government periodi- 
cally. What I was after here was to get this pinned down to exactly 
what kind of records Mr. Howell was commenting on. My comment 
to Mr. Hertz, I believe, was— 

It is not clear to me what kind of records he means. This seems to cover the 
waterfront. If it covers the waterfront, I believe it is unintentional on Mr, 
Howell’s part, and it is also inaccurate. 

If Mr. Howell, however, is speaking of the records of the Lao Goy- 
ernment’s Import-Export Commission, then I wish he would say so, 
And I would say that his comment is in part accurate because again I 
am very familiar with these records. 

As you know, the Lao Government began to enter into foreign ex- 
change transactions in 1955. I helped them from the very start. Their 
ability to keep adequate records at that time was very low. Nonethe- 
less, they did keep records. They were not adequate records ; they were 
not sufficient records; they were not efficient records; but records were 
kept. 

One of the main purposes of Mr, Howell’s contract was to bring him 
and his people to Laos to help the Lao Government maintain these 
records. 

Mr. Reppan. Mr. dePaul, I would like to point out that this com- 
ment is directed to the conditions found by Mr. Howell at the time he 
arrived in Laos. Not at the time he left. 

Mr. pePaut. Yes. But again I think it is too broad if he is referring 
to the Import-Export Commission’s records. 

Mr. Reppan. He is referring here to accounting or reporting pro- 
cedures operated by the RLG. 

Mr. pePavut. That is a very broad topic, because that covers many 
other facets which I believe Mr. Howell was not referring to, and of 
which he would have no particular knowledge. 

Mr. Reppan. Mr. Hertz, what did you tell Mr. Howell about that 
particular sentence? Did you ask him what he meant by it? Did you 
suggest that he change it or modify it in any way ? 

Mr. Hertz. I think, just recalling it, Mr. Reddan, the whole dis- 
cussion was opened up with the statement that “Here are some sug- 
gestions that we make for improvement of your report,” and I went 
down the suggestions just reading them off. I think someplace he had 
some minor comment, but there was no place where he in effect said, 
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“J feel this is true statement,” or “I feel I would rather keep it in,” or 
something like that. 

Mr. Harpy. You mean he didn’t offer any objections to making any 
of the deletions that you suggested ? 

Mr. Hertz. No, he didn’t, Mr. Hardy. 

I think there—yes, there may have been some editorial things which 
he may have kept in. 

Mr. Harpy. If he had knowledge that the only way he would be 
able to make a report at all would be by making those deletions, he 
would probably be in something of a bind. 

Mr. Hertz. If he did what? 

Mr. Harpy. If the only way he was going to get the report sub- 
mitted 

Mr. Herrz. He didn’t have to—he doesn’t have to give us a draft. 
Most contractors furnish us the report without submitting a draft to us. 

Mr. Reppan. Mr. Hertz, Mr. de Paul stated that he didn’t quarrel 
with this thing but he just wanted to know what Mr. Howell meant. 
Did you pass that comment on to Mr. Howell? 

Mr. Hertz. I can’t answer that because I don’t recall. 

Mr. Harpy. Thank you, gentlemen. 

Mr. Grant, before we started the hearing this afternoon I men- 
tioned to you some documents that have shown up in the personnel 
folder of Haynes Miller. 

I wonder, first of all, having observed the distribution list, why 
certain of these documents hadn’t been presented in connection with 
our other request. 

I also have a question or two of interpretation, which maybe you 
could help me understand. ‘ 

There was a cablegram dated September 19, signed “Fitzgerald,” 
which says “sent to Vientiane ICATO.” What does that mean ? 

Mr. Grant. “ICATO,” that is a symbol. 

Mr. Harpy. What does it mean? 

Mr. Grant. It means from ICA to. That signifies the cable going 
out of Washington, and the reverse cables coming into Washington 
have the symbol *TOICA.” 

Mr. Harpy. Then it has a number after that. That is the number 
of this particular cablegram ? 

Mr. Grant. Yes, sir. That cable would always be identified by 
‘ICATO.” 

Mr. Harpy. Immediately under the word “sent to” are the words 
“repeat info Bangkok ICA to,” with another number. What does 
that mean ? 

Mr. Grant. That means the same cable was repeated to the Bang- 
kok Mission and the Bangkok Mission has the number indicated there. 
The cables are numbered serially, chronologically, to each Mission. 

Mr. Harpy. And I think I understand the heading. It says “From 
Keating, for Kelly, Vientiane, for Kelly, Bangkok.” That is why 
it was sent to the two places? 

Mr. Grant. I suppose. 

Mr. Harpy. Can you tell us any reason why that cablegram did not 
appear in the security file which Mr. Keating gave us on Mr. Miller? 

Mr. Grant. I don’t know. May I look at the folder ? 

Mr. Harpy. Surely, if you will. 
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It is innocuous. I am just curious. 

Mr. Grant. I haven’t the slightest idea, Mr. Chairman, why it 
would not be in a file, in Mr. Keating’s file, if you have his file. 

Mr. Harpy. Here it is right here. 

Mr. Grant. I am completely unfamiliar with this file, Mr. Chair. 
man. I have never seen it before. Does it purport to be, as its name 
here designates, for everything in Laos? And he gave this—I don 
want to ask questions but I am wondering, in response to what request? 
What were you asking for that he thought he was giving? 

Mr. Harpy. This is the letter which tells you what it is. 

Let me point this out and see if this sheds light on it. We have 
requested all of the information which related to this whole Laos 
proposition. I see in this personnel file the telegram which we have 
just referred to and a series of desks to whom distribution was made. 
I see also information as to the action in these sections. 

On the next document I see a similar series. And I find about q 
half dozen cablegrams in here that relate to this matter which we had 
not heard anything about before, and we had specifically asked for 
access to all information relating to this subject. 

Can you explain why we have not been given access to it ? 

Mr. Grant. I am not sure that I can give you a complete explana- 
tion, Mr. Chairman, to that question. But I can say this: that the 
symbols that you find, the various offices along the side of the cable, 
indicate the offices to whom distribution of copies of the cable were 
made. 

Mr. Harpy. That is right. 

Mr. Grant. That does not mean, however, that those offices keep 
copies of those cables. Most of the cables, for example, that would 
come to our office, with “GC” on it, would be referred to the attorney 
who was interested in that particular area, but unless he saw some 
special reason for maintaining it, his copy would simply be destroyed 
after he had familiarized himself with it. He would retain it if he 
felt. there was some special problem involved warranting the retention 
of that cable in his files in the General Counsel’s office but the vast 
number of them that are not marked for our office for action would 
simply be noted and then destroyed. 

Mr. Harpy. Take a look at this one. You have action on there. 
You have four different officers that it went to. 

Mr. Grant. The action is “PS.” 

Mr. Harpy. Is that the only one ? 

Mr. Grant. This is the way it comes in. Action is designated for 
the offices of Personnel Security and Investigation, and copies went 
to these following four offices. They may or may not have been re- 
tained in their files. You just have to look in their files. 

Mr. Harpy. I don’t know to save my life what we are going to be 
able to do to be reasonably sure we have access to essential informa- 
tion. When this kind of thing continuously crops up, I think you can 
understand my concern. 

Mr. Grant. I can, Mr. Chairman. I realize that this one instance, 
it may not be too important to you, but I can try to find out why you 
don’t have a copy from Mr. Keating. 

Mr. Harpy. I don’t know whether these that I pointed out are sig- 
nificant or not. But it raises in my mind a question as to the ade- 
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quacy of everything that has been furnished and made available to 
us by ICA, because here are documents which we had no knowledge 
about before. And there is a whole series of them. How in the world 
ean a congressional committee get any idea that the agency has com- 
plied with its request and given us the information on “which we need 
to act? I don’t know. Frankly, it has me so disturbed that I just 
don’t — how to approach it. 

Mr. Grant. I think, Mr. Chairman, that we will have to come to 
some better arrangement perhaps to make certain that we are under- 
standing, or all of our offices who get requests, understand what your 
staff is asking for, and to try to m: ake sure they are fully responding. 

Mr. Harpy. I wrote a letier, if my memory serves me correctly, to 
the Director at the outset of this study and asked that we be given 
access to all the documents relating to the program in Laos. I think 
we made it as broad as we could, because we felt that we would have to 
in order to be able to develop a full study of the matter. And now 
we come along to this kind of a situation and we don’t know what we 
have got. Frankly, I just don’t think the agency has kept faith. 

ag Grant. I would dislike very much to believe that, Mr. Chair- 
man. 

Mr. Harpy. I hate to believe it, too. But when I see this array of 
documents which we have tried out best—and certainly the agency 
has known for months that we were concerned with everything in- 
volving Mr. Miller, and here are a series of telegrams which should 
have been somewhere other than in his personnel file. 

I felt that I needed to let you understand that actually, as far as my 
feeling about the agency goes tonight, having casually reviewed this 
personnel file and seen the documents which we have heretofore had 
no knowledge of, I have a very distinct feeling that the agency is 
holding out on me to a degree which may make it impossible for us to 
get to the bottom of this whole matter. 

Mr. Grant. I hope that is not true, Mr. Chairman. I believe it is 
not true. But with respect to these individual difficulties that we 
have here, I will try to work out with Mr. Reddan some better means, 
perhaps, of insuring that our responses to your requests for informa- 
tion are correctly understood on both sides; and completely and faith- 
fully responded to. 

Mr. Harpy. Mr. Grant, let me ask you this: Could there have been 
any peers in your mind or in the mind of anybody in ICA that this 
committee was vitally concerned in its study with any messages relat- 
ing to Mr. Hi: aynes Miller and his dismissal ? 

Mr. Grant. Mr. Chairman, I must say this to you, with respect to 
the Haynes Miller matter: The only requests that were ever made to 
me, or through my office, were for his personnel file. Now, there are 
many offices in ICA. Normally, I would think that only personnel, 
perhaps, the desk, and Mr. Keating’s office might have documents 
which would relate to Haynes Miller, the person. But all of the con- 
tacts of your staff with the Office of Personnel Security and Integrity 
with respect to the Haynes Miller file were made directly and not 
through my office. And I have no w ay, from my own knowledge, of 
responding to your questions with respect to the faithfulness and 
fidelity with which we responded to your requests for information 
through that office. 
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Mr. Harpy. I don’t mean to put this on a personal basis. I frankly 
am at a loss to know where to look for full response to our request for 
information. 

Mr. Grant. I am completely sympathetic to your position, My 
Chairman, and I would reassert the desirability perhaps of Mr, Red. 
dan and I working out some arrangement which will give you greater 
assurance that you are getting a faithful response from us to your 
staff’s requests for documents. 

Mr. Harpy. As of this moment there is serious doubt in my mind as 
to whether really significant and pertinent information may be still 
concealed by some subordinate. I am not suggesting intent, except 
with respect to the efficiency ratings. That is intent, and I think it js 
just as illegal as can be. 

Let the subcommittee stand adjourned until 10 o’clock Monday 
morning. 

(Thereupon, at 5:15 p.m., the subcommittee was adjourned, to re- 
convene at 10 a.m., Monday, April 27, 1959, in Washington, D.C.) 
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MONDAY, APRIL 27, 1959 


Hovuskt or REPRESENTATIVES, 
SUBCOMMITTEE ON ForeriGN OPERATIONS 
AND Monetary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:15 a.m., in 
room 1501-B, New House Office Building, Hon. Porter Hardy, Jr. 
(chairman of the subcommittee) presiding. 

Members present: Porter Hardy, Jr., Mrs. Elizabeth Kee, John S. 
Monagan, and George Meader. 

Also present : John T. M. Reddan, eae Richard P. Bray, 
Jr., counsel ; Miles Q. Romney, counsel; Walton Woods, staff investi- 
gator; and P hyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Let the record show the presence of Mrs. Kee and myself, constitut- 
ing a quorum under subcommittee rules. 

This is a continuation of a series of hearings on foreign aid opera- 
tions in Laos. 

Mr. Reddan, we have this morning Dr. Moyer? 

Mr. Reppan. Yes, sir. 

Mr. Harpy. Doctor, would you come around, please, sir? I think 
maybe, Doctor, if you would sit over there on the other side of the 
reporter, he can hear better. 

Dr. Moyer, I think you have been previously sworn, haven’t you? 

Dr. Moyer. I have at one time or another. I forget whether in con- 
nection with this series or not. 

Mr. Harpy. Well, suppose we do it over, if you don’t mind. 

(The witness was sworn by Mr. Hardy.) 


TESTIMONY OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, 


OFFICE OF FAR EASTERN OPERATIONS, INTERNATIONAL COOP- 
ERATION ADMINISTRATION 


Mr. Harpy. Have a seat, Doctor. 

Dr. Moyer, you have a prepared statement, I believe, and I pre- 
sume you will just want to follow this statement. I would suggest, 
in the interest of time, we let Dr. Moyer complete his statement be- 
fore there are any questions. So, Doctor, if you will just go right 


ahead. 

Dr. Moyer. Thank you, sir. 

I understood that one of the subjects to be discussed today was 
technical cooperation, so I have incorporated in here a good deal of 


a 
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material regarding it, and several other related matters. That ig the 
scope of this paper. 

Mr. Harpy. That is good. Thank you. 

_ Dr. Moyer. Mr. Chairman and members of the committee, in look. 
ing into the aid program in Laos, this committee quite properly hag 
directed its attention to deficiencies that have appeared in the plan. 
ning and management of this program. Of necessity the investiga. 
tions have focused on things that have gone wrong. I am sure it jg 
not the intention of this committee, on the other hand, to overlook 
the constructive results which the aid given in this program has 
helped achieve. At this point, therefore, 1 would appreciate very 
much having an opportunity to summarize briefly for the committe 
some of the important aspects of what has been accomplished, 

Since I understand that one of the subjects to be taken up today jg 
the technical cooperation component of this program, I will star 
with that. Its objective, as in other countries, is, through training 
and demonstration, to help the Government and people of Laos them- 
selves to make effective use of their material and humai resourees in 
solving their problems. In developing such a program in Laos, hoy. 
ever, it is necessary to take into account the fact that, under existing 
conditions, the major objectives of U.S. programs relate more to q 
security problem than to economic development as such. Aid given 
under technical cooperation, therefore, often is tied to projects also 
receiving other forms of assistance, related to this broader objective, 
Moreover, to accomplish this broader objective it is necessary that 
programs be on a sufficiently large scale, that their benefits will be 
extended more quickly, and to a greater number of people. Local 
currency assistance and equipment and supplies derived from aid 
under defense support, therefore, may be combined with technical 
assistance in a broader effort to accomplish that purpose. A number 
of the projects in the Laos program are of this nature. 

One such group includes projects related particularly to rural in- 
provement. The Lao Government and the American representatives 
in Laos are keenly aware that the outcome of the struggle against con- 
munism in that country may well be determined in considerable part 
by what happens in its rural areas, where Communist agents now ar 
carrying on a vigorous campaign to gain the loyalties of the mass of 
the people and turn them against the present government. 

One significant project directed toward this problem, which was 
initiated early in the program, is in elementary education. The people 
of Laos have shown an intense desire for such education. There now 
are no colleges or universities in Laos. There are only seven secondary 
schools, and only one of these goes through the equivalent of our 
senior high school. Elementary schools are what they now most need, 
and want. In 1947 there were 163 such schools. By 1958 the number 
was about 1,300. Students during the same period increased from 
about 11,000 to 83,000. By encouraging this development our pro- 
grams are not only assisting Laos in taking a fundamental step, needed 
now, toward getting informed and trained people; through the in- 
fluence exerted on the instruction and management of these schools, 
aid also is given in maintaining the people’s loyalty. 

One part of U.S. assistance given to this effort has been for the 
training abroad of a part of the administrators and teachers needed 
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immediately for the rapidly expanding schools. With such assistance 
| 93 teachers have received from 1 to 2 years of training in Thailand 
during the past 2 years, and more than 100 others have been trained 
there from 3 to 6 months. A total of 22 have had 1 year of study in 
the United States as USOM participants or IES grantees. 

At the same time, with U.S. assistance, Laos has been building up 


2. 


its own teacher training center, through which it expects to help meet 
3 the need for the much greater number of teachers and administrators 
k | that are required. This center is placed in a rural setting, and in- 
8 cludes a livestock demonstration project and land for vegetable 


gardens and field crops, for demonstration and practice. The center 
is expected to open in July of this year. 

The course of instruction to be given in this center has been formu- 
lated after very careful study and thought. To help plan the course 
of instruction, 155 rural elementary schools have been developed over 
the past 4 years in remote villages, for observation and to gain ex- 

rience. ‘The findings from this experiment are incorporated in the 
system that is to become standard throughout Laos. 
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v- | One extremely siginficant feature of the program being developed 
ng for schools in rural areas is the new type of village school that is con- 
a | templated, in which the teacher will serve in a dual capacity. Besides 
en teaching the Laos equivalent of the 3 R’s, he will become a leader in 
io | the village, helping the villagers to find ways of improving their 
ve, living conditions. A separate center is being established to develop 
rat the specifics of this program, and to give inservice training to present 
be teachers, fitting them to perform this dual service. Many of the newly 
cal developing countries of Asia are groping for the best means to improve 
aid conditions among the mass of the people in their more remote rural 
cal areas. Laos may find its solution to this important problem in the 
ber new type country school now rapidly taking shape with our help. 
Significant projects, getting down to the people, also have been 
im- |’ developed in the health field. One is in the control of a contagious 
ves disease of the skin known as yaws, common in many tropical countries. 
ym: Its eradication in Laos now is virtually an accomplished fact, as a re- 
art sult of assistance in a cooperative effort between the World Health 
are Organization and our program. Another project is in the eradication 
3 of of malaria, toward which continuous progress has been made in a pro- 
gram which began in 1957. At the end of the current year’s spraying, 
was a total of about 700,000 persons will have been protected against this 
yple disease. According to present plans, which are proceeding on sched- 
now ule, the entire country will have been covered by 1961. It has been 
lary found, in seriously affected districts, that one spraying reduces the 


our incidence of malaria among infants from 50 to 1 percent. 


eed, These projects are aimed at preventing diseases. Some help has 
aber also been given to a project providing medical care in outlying dis- 
rom tricts where it is impossible for the sick otherwise to receive treat- 
pro- ment. This project is known as Operation Brotherhood. It is spon- 
ded sored by the Philippine and Lao Junior Chambers of Commerce and 
) In- composed of teams of Filipino physicians and nurses operating hos- 


ools, sand outpatient and mobile clinics. From January 1957 through 
ovember 1958, these teams treated 170,614 new cases and 209,547 

- the followup cases for a total of more than 380,000. 
eded In agriculture, aid in past programs has helped to as me and dis- 
_ tribute an improved variety of glutinous rice preferred in Laos, and 
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to introduce improved breeds of poultry and swine. With U.S. tech. 
nical assistance the Lao Government also is gradually building up an 
agricultural extension service, through which these and other improve- 
ments will be brought to farm families in Laos. To provide a more 
assured supply of water for rice cultivation, aid was given during the 
past year to the construction of eight small irrigation dams and dis. 
tribution canals. 

In quite a different field, technical assistance is being given to the 
Lao Government to help solve problems faced in administering jts 
affairs. Following monetary reform the Lao Government requested 
and we have supplied a competent financial adviser, who now is work. 
ing with the Government on the problems involved in making mone 
tary reform successful. We also have supplied a banking adviser, 
A procurement adviser, supplied through this program, is helping the 
Lao Government improve its procurement practices. 

With help in these programs progress also has been made in the 
improvement of highways. In saying this I am well aware of the 
criticism that has been directed toward the handling of contracts and 
the use of equipment in these projects. Nevertheless, significant re- 
sults have been achieved. At the end of the fighting in 1954, many 
of the roads and bridges, in the rudimentary road network constructed 
in Laos under the French, had been destroyed or badly damaged. A 
considerable number of these roads now have been reopened and made 
usable. Another serious transportation problem, at the time Laos 
gained its independence, was its lack of a satisfactory outlet to the 
sea, which then was Saigon. Aid in establishing a ferry service across 
the Mekong and in completing the highway and rail links on the two 
sides of the river now make it possible for goods to move much more 
quickly and cheaply into Laos through the port of Bangkok. This 
system now is operating effectively. In January 1959, as an example, 
the Mekong ferry transported 10,491 metric tons of goods in 978 
trucks. 

The following picture of the improved situation in Laos today is 
taken from an article in last week’s issue of the U.S. News & World 

teport, reported by its regional editor: 

Less than a year ago, it looked as if the Communists would finally win in 
Laos. The Government at that time was weak and corrupt. The Communists 
held important posts in the Cabinet. The Reds had shown remarkable strength 
in the elections, while the anti-Communists were divided and weakened. U.S. 
aid had been so badly misused that it was to be cut off for a period of several 
months. 

Today, all that has changed. The Communists are out of the Cabinet. A 
youthful and vigorous Government, under Premier Phoui Sananikone, is ruling 
by decree. The Army is moving into the villages to establish control, and U.S. 
dollars no longer are being wasted. 

Right now, the Government is engaged in a big drive to destroy Communist 
influence inside the country. * * * Certainly the Reds are not giving up, and 
the real struggle for Laos is just beginning. 

But the Tao Government, for the first time, is showing courage, determination, 
and imagination. With U.S. help, it may win. 

The most recent report from the Director of our own Mission in 
Vientiane, dated April 6, 1959, says: 

When this Mission was first established, its first Director found neither a house 
to move into nor an office from which to operate. The base of operation was a 
canvas tent set up in a pasture belonging to the Royal Government. 

Today, this Mission has a staff of 74 members, exclusive of third-country 
nationals. This team has been carefully selected for past performance. They 
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are aware of the complex of difficulties facing them in their work here. And I 
should like to emphasize that they are dedicated to execute this program with 
integrity and efliciency. We are now at the point where real results are being 
obtained. 

In presenting these aspects of the picture in Laos I am not trying 
to create an Impression that everything now is perfect. This cer- 
tainly is not the case; but substantial progress has been made. In- 
cluded in that progress is the far better basis that now has been built 
up, providing a reasonable hope that the problems which still re- 
main can be solved effectively. 

Mr. Harpy. Thank you, Dr. Moyer. I am glad you stressed the 
technical assistance side of the program in Laos. Actually it has been 
my feeling in the examination we have made of the program in Laos 
that we have not done enough toward gett ing to the people themselves. 
Operation Booster Shot, and the village aid program that went with 
it, seemed, to some of us at least, to be a means of reaching the people 
which we might have more profitably pursued more diligently from 
the beginning. . 

The outline that you have given us about what is being done in 
that direction is encouraging. I just hope that it is not overly op- 
timistic and somewhat on the side of wishful thinking. If it is a 
realistic program I think we can all feel gratified at least that we are 
working In that direction. 

I sometimes am a little overcome by the claims that are made for 
such programs. I am not at all sure they can always be supported. 

Do you have anything to indicate the real extent to which this pro- 
gram is now reaching the people back in the hinterlands? You have 
given us some figures on the schools, but I wondered whether or not 
it is really effective, and, if so, why we were so long getting it started. 

Dr. Moyer. Thank you, Mr. Chairman. I would like to comment 
on that. 

Certainly in schools and in this malaria and similar programs I 
believe that already very substantial assistance has gotten down to 
the people. I certainly do not want to create an impression of over- 
painting the good, because I know that there are quite definite prob- 
lems, One of them is in this whole effort to which the chairman 
referred, of getting more effectively down to the people, and Opera- 
tion Booster Shot had that as its intent. It has been my increasing 
conviction that this is only going to be possible by building on things 
which produce more immediate results, but which also are sound for 
the long run. 

Anumber of different things have been tried. It is on this principle 
that we are working at the present time. 

May I just elaborate a little bit on what is being done further? 

There has been this program called civic action. This essentially 
consists of teams of 10 men, I believe—6 men, perhaps—that circulate 
around the villages. It is partly informational and civic in the sense 
that it attempts to awaken the people to give them a better under- 
standing of what the situation is, and what their problems are, but 
team members also consult with them regarding things which they 
themselves can do. They bring in seeds and certain medicines, and 
help them to get to work. Also, they pitch in themselves to build 
schoolhouses, and that sort of thing. But this also, I feel, has in it too 
much of the emergency aspect. 
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Mr. Harpy. Isn’t that the kind of thing that went along with the 
village aid program in Operation Booster Shot ? 

Dr. Moyer. A good many of those same sort of things. Yes, sir, 

Mr. Harpy. That was the thing that impressed me about that as. 
pect of Operation Booster Shot. There were some statements made 
about the teams that were sent in to carry out the village aid program, 
and at the time it was under discussion we didn’t get into this aspect 
of it very much, but I know I was a little bit concerned about the 
fact that it took a political crisis in the country for us to wake up to 
what could be accomplished through that kind of activity. 

At least that was the impression left by the presentation concern- 
ing the village aid program, Operation Booster Shot. I just felt 
that it looked like you were confronted with a hurricane coming up, 
which you were so excited about that you began the village aid pro- 
gram, which might profitably have been exploited over a consider- 
able period of time. 

Dr. Moyer. My understanding of Operation Booster Shot was, it 
was intended to be a booster shot—something additional. Some 
other things had been done. The civic action teams were getting 
underway, but I do not think that the whole effort then, and even 
yet—I am not yet satisfied with what we have. I want to comment 
on that, but for the moment perhaps just in other words to fill out 
and finish what we now have. 

Realizing this problem, the Lao Government has set. up a special 
coordinating center through which all types of rural aid will be 
coordinated. 

We also have established on our staff a new position and staff mem- 
ber. It will be his responsibility to help pull into a single effort all 
these different things, and to straighten them out and make them 
effective. This person arrived in Laos in February, I believe. 

[ won’t go into the details, and there are different angles, if the com- 
mittee is interested in it, but let me go back to the question as to why 
more was not done earlier. 

Before I came into the Government I was with a private organiza- 
tion in China, in fact doing rural improvement work, and I know 
from that experience and from observation over more than 10 years 
in which I was doing that work, that it is not always easy at the be- 
ginning to know precisely where to get your hand in. In a new situa- 
tion where these things haven’t been done before, what are the ap- 
proaches that will be effective? What can you do which will get 
at the problem? This is a part of the answer. I don’t say it is the 
whole answer, but this certainly is a part of it. 

We had our agriculturalists. They were working on different 
things. This civic action idea came up and Operation Booster Shot 
came up. These were different ways of trying to get at this problem. 
I think we are now finding answers which will be effective, but. cer- 
tainly a part of the reason why we didn’t do more was just this need 
to go through a process of finding out what can be done most effec- 
tively. 

Mr. Harpy. How long have we been in that, Doctor ? 

Dr. Moyer. Since 1955. In this program. 

Mr. Harpy. I know it is easier to look back and say, “Why we 


didn’t do thus-and-so,” but when we look back and see how many 
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things went wrong, and how little credit we got for our efforts, and 
then see other things that seem to be paying big dividends that took 
us so long to get started, naturally it raises a few questions. 

With reference to your statement and the quotation you read from 
the U.S News & World Report, one part of that quote seems to me to 
typify the propaganda dished out so often by so many people, and I 
wonder whether or not that one statement is supportable. It says, 
“The army is moving into the villages to establish control.” 

That may be factual. I don’t know. But the second part of that 
sentence is what is intriguing, “and U.S. dollars are no longer being 
ss ted.” 

- wish I could think that somebody could prove that. And ob- 
viously the only place that this so-called objective writer would get 
that information would be from the Mission. I hope it is factual. 

Dr. Moyer. I suppose, Mr. Chairman, that he is thinking of two 
things: 1. He is thinking perhaps particularly of the effects of mone- 
tary reform, in which there are still certainly some very serious prob- 
lems; but in the old sense of the abuses connected with import licenses 
and all of those things that went with it—that I believe has been 
eliminated. 

Mr. Harpy. Well, if he had been a little more temperate in his 
statement and said there were a lot of reforms that have been made, 
and many steps that have been taken to reduce or eliminate wastage, 
I could subscribe to that. But when a blanket statement is made like 
that, I get. skeptical of his whole article. In my book it leaves his 
whole position suspect because I know it is not true. You know it is 
not true. There might be an effort, and there is no question of the 
fact that an effort is being made to eliminate the wasting of U.S. 
dollars, but we have not accomplished that here in Washington, and 
it is a long way from accomplishment in Laos, considering the situa- 
tion we have there. So I think it is unfortunate that people make 
statements of that kind which are not supportable. 

Mr. Meaper. I might point out, Mr. Chairman, that Dr. Moyer 
in his own statement says he is not trying to create an impression 
everything is now perfect. 

Mr. Harpy. I notice that, and I will compliment him for that, be- 
cause that at least indicates he has a realization of the difficulty and 
some of the problems involved, and I don’t want to minimize the dif- 
ficulties either. But I do think that that kind of an article smacks 
of propaganda to the point where those who know better are inclined 
to question the validity of any other statements that are in the article, 
a good many of which may be entirely accurate. 

You pointed out in your statement also, Doctor, that there is now a 
staff of 74 persons at Laos. I don’t know how that compares with 
ICA personnel elsewhere, but considering the size of that country it 
sounds like a lot of U.S. employees. 

Are they all U.S. citizens, or does that include indigenous personnel ? 

Dr. Moyer. These are all U.S. citizens. 

Mr. Harpy. Well, some of us have been a little exercised about the 
growth of ICA personnel worldwide. Certainly you need competent 
people and you need enough people to handle the program, but con- 
sidering the fact that you have fewer people in the country of Laos 
than we have in the State of Virginia—I don’t know how it would 
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compare with the Washington metropolitan area—but a staff of tha, 
many U.S. people operating in that little country raises again the 
question as to whether ICA has become a bureaucracy of so Many 
people that it may fall by its own weight. : 

Dr. Moyer. Mr. Chairman, we do have the dilemma you pointed oy 
earlier. We ran into all these difficulties and we did not have ap 
adequate number of the right kind of people. I wouldn’t think jy 
view of the responsibilities that go with this program that this num- 
ber is too large. In fact, I think in some elements we have started, we 
ought to build up a little bit. It is partly working with the Lao 
people in making most effective use of their resources and our aid 
It is partly also there just the extremely low level of competence and 
experience. In a way it is the old—we are caught in the old problem 
of “twixt the devil and the deep blue sea.” But there is certainly 
this problem of getting the people in there to do the job which it seems 
necessary to have. 

Mr. Harpy. Of course, I am not competent, at the moment at least, 
to pass on the wisdom of having that many U.S. citizens over there in 
the Mission, but there is a corollary question that arises. Does that 
include the PEO personnel ? 

Dr. Moyer. No, sir. This excludes the PEO personnel. 

Mr. Harpy. Do you know how many people are in that? 

Dr. Moyer. I have got those figures here somewhere. As of Janu- 
ary 31 there were 32 PEO personnel. 

Mr. Harpy. That was after Mr. Brown’s successor had arrived? 

Dr. Moyer. No, sir. His—well, his successor arrived just about 
that time. 

Mr. Harpy. I was just thinking. When Mr. Heintges 

Dr. Moyer. Heintges—I’m not quite sure how you pronounce it. 

Mr. Harpy. When he got in. I am wondering, didn’t he take quite 
a few new employees with him ? 

Dr. Moyer. That is my understanding. In order to supervise bet- 
ter the equipment and do other things he felt needed doing. 

Mr. Harpy. It just adds to this personnel question. I don’t know 
whether we are building up a little empire over there. I do know that 
conversations I have had with supposedly responsible citizens of some 
of these host countries indicate that sometimes an excess of U.S. per- 
sonnel, riding around in fancy automobiles, creates something of a 
problem. I have heard comments made that we get a Mission in 
a country like Laos and the personnel are congregated within the con- 
fines of the compound. They have their associations almost exclu- 
sively with other Americans, and the Lao are inclined to look upon 
them as a class that set themselves above their Lao neighbors, and they 
are not having anything to do with them. If we get 74 people with 
their families over there forming a little colony within Laos, I won- 
der if we are doing very much to create really good will and under- 
standing, or whether we may be actually creating animosities, 

Dr. Moyer. A great deal, Mr. Chairman, depends on how these peo- 
ple conduct themselves. 

Mr. Harpy. And what we have found about the way some of our 
people conduct themselves over there leaves a whole lot to be desired. 

Dr. Moyer. I completely agree with that, but I will say, though, 
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and I would like to emphasize that our present Director over there, 
Mr. Lavergne, first of all speaks perfect French. He is from Louisi- 
ana. He has that background. He has also very much in mind 
this problem of rel: ationships. He is particularly good at this angle 
of it. He is trying to get this same spirit into his staff, and I believe 
to a consider: able degree he has succeeded. 

It certainly isa proble m we are working at and I think with a good 
dea] of success. It is not perfect because I don’t think you can ever 
get a group of Americans perfectly ad: aed to any particular situa- 
tion ina foreign country. There always will be some that are not per- 
fectly adapted. I don’t think it is possible to be otherwise, coming 
out of as diverse backgrounds as we do, with different ideas and train- 
ing and experience, or lack of experience. This will always be some 
kind of a problem. 

Mr. Harpy. Now, Mr. Lavergne was Mission Director in the Philip- 
pines before he went over there, was he not ? 

Dr. Moyer. He was Deputy Director. 

Mr. Harpy. Deputy? 

Dr. Moyer. Yes. 

Mr. Harpy. I believe he was acting Director at the time we were in 
the Philippines a couple of years ago. 

Dr. Moyer. 1 might well have been. 

Mr. Harpy. Last June, following Operation Booster Shot which 
we were discussing a moment ago, Ambassador Smith sent a message 
back to the Department of State in connection with various and gs undr Vv 
matters, but there is one particular point having to do with village 
aid, or at least that is what I believe it relates specific ally to—which 
says: 

Direct aid should be continued. It can safely be said that this particular aid 
program, Which thus far cost $300,000, has had a greater impact on Laos than any 
other aid program which the United States has undertaken in this area to date. 

That has, I understood, to do with the village aid program and the 
Booster Shot program, which seems to point up the fact that the Am- 
bassador recognizes the accomplishment, and I do hope 

Mr. Mraper. Who was the Ambassador? 

Mr. Harpy. That was Smith. And I do hope that we are emphasiz- 
ing those programs for reaching the people which give promise of 
making better relations from the ¢ grassroots rather than depending ex- 
clusively on the ruling powers, ‘which in this case seem to be cur- 
rently operating on the order of a dict tatorship for the time being. 

Dr. Moyer. A great deal of effort is going into that, and along the 
lines I mentioned of reduci ing this operation to one which has an 
immediate effect, but which also is sound for the long run. I was a 
member of a Joint Commission on Rural Reconstruction in China 
where we developed what many feel was a successful rural program. 
That was the principle on which it was based. We helped to build 
up the government services which would serve the people in the long 
run, but immedi: itely we got down to the things which the people felt 
and saw and ts asted, and which they appreciated. I am not yet satis- 
fied with where we are in Laos at the present time, but this is our goal, 


and we are making, I think, quite a good deal of progress in “this 
direction. 


Mr. Meaper. Off the record. 














786 UNITED STATES AID OPERATIONS IN LAOS 


( Discussion off the record. ) 

Mr. Harpy. On the record. 

Mr. Meaper. Then you have been talking primarily about technica) 
assistance programs this morning? 

Dr. Moyer. Plus the related aspects, as I tried to point out in m 
paper. In the situation such as we have in Laos there is not a pure 
technical assistance program isolated from the rest; technical aggist. 
ance also is given to other projects related to the broader objective 
I was referring to this complex of projects; yes, sir. 

Mr. Mraper. Are you familiar with the GAO report and the testi. 
mony given before this committee in which the GAOQ—I wish I had 
the report. I would quote from it. 

Mr. Reppan. Military or economic? 

Miss Seymour. [I have it. 

Mr. Meaper. I might say, Dr. Moyer, this question is prompted b 
the testimony here this morning which indicates that the technica] 
assistance program, which apparently has not been extremely expen. 
sive, has, according to your testimony and that of others, had some 
impact on improving the lot of the Lao people, and strengthening 
their agricultural economy and their general condition. Is that so? 

Dr. Moyer. In the ways I have indicated. I think a sound begin. 
ning has been made. I am not satisfied with the number of people that 
it has reached and certain elements of it. Iam not satisfied even with 
the way we were doing it, but I believe a substantial impact has 
already been started and we are working to make it more effective. 

Mr. Meaper. I just want to read one passage in the testimony of 
Mr. Staples of the General Accounting Office, presented to our com- 
mittee on March 20. I’m reading from our record of that day on page 
733 at the bottom under the title “Disproportionate Size of Program.” 

The ICA program, averaging around $45 million a year during the period 
1955-57, was disproportionate in size to the normal volume of economic activity 
in Laos. The program approximated one-half of the country’s estimated gross 
national product of about $100 million per year—excluding external aid. Laos 
has an estimated 2 million inhabitants who are predominantly rice farmers pro- 
ducing in general only for their individual needs; about 85 percent of the people 
are reported to be illiterate. The country is landlocked, largely mountainous, 
and broken up into small, primitive and inaccessible villages. Inadequate trans- 
portation and communication facilities, within Laos as well as with its neigh. 


bors, are an obstacle to the exchange and distribution of goods and seriously 
hamper economic development. 


I am going to skip one paragraph there and continue reading: 


During 1955-57, ICA furnished dollar exchange for an average annual import 
level of $40 million. Officials in the field considered this level too high and not 
desirable because it tended to—(1) strain transportation and administrative 
facilities; (2) increase pressures for diversion of imports and other malprac- 
tices by importers and suppliers; and (3) provide more imports than the coun- 
try can absorb and a living standard higher than Laos can expect to sustain by 
its own efforts in the foreseeable future. 

That is the end of the quotation, and I would ask you whether or 
not you are in accord with that analysis of the aid program in Laos 
during the period referred to? 

Dr. Moyer. I might start by saying that we have progressively 
reduced the aid level. In contrast to this figure of 45 million which 
was the figure in the first couple of years of the program, in 1958 the 
level was 30. This year it is now about 21.2, or somewhere around 
there, and we hope that that will be adequate for this year. 
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Mr. Meaver. I might say, Dr. Moyer, that the statement of the 
General Accounting Office went on to point out that there had been 
that reduction. 

Dr. Moyer. Fine. ; 

Mrs. Kez. Excuse me. May I ask the pages from which you quoted ? 

Mr. Meapver. Starting at the bottom of page 733 and most of 734 
anda little bit on 735. 

Mrs. Kez. Thank you. : 

Mr. Meaper. They were referring to 1955-57? 

Dr. Moyer. That is right. 

Mr. Meaper. And with respect to that period I take it that you 
don’t find too much fault with their statement ? 

Dr. Moyer. With respect to that period as we saw it at the time, 
and with the 35 to 1 rate, I don’t know how we could have done differ- 
ently. We progressively, of course, found difficulty with the 35 to 1 
rate, and that led to the monetary reform. We started the program 
as we normally would do, assuming that the spending for military 
purposes is going to be reflected in the need for imports. So the aid 
was calculated on the straight basis of what it took for the military 
purpose at the rate of 35 to 1. That is the major part of it, which 
a accounts for these high figures. The other part is relatively 

nor. 
— Formosa we had the same problem, and generally we based aid 
on that basis, of what we thought would be the impact of this spend- 
ing; but as we found out later in Laos, this was not a correct assump- 
tion, One reason we saw it was not correct is because Laos began 
piling up reserves. They didn’t actually spend all of this money for 
imports and their foreign exchange reserves increased. This is one 
of the indications. There were other indications. 

As we saw it at the beginning, we thought this much was required. 
As we went along and saw these different things we believed that there 
would be a way of reducing it. 

Mr. Meaper. I am getting this kind of an understanding from your 
testimony : That you find no quarrel with either the factual statements 
or the conclusions in the passage I read you from the General Ac- 
counting Office’s testimony, but you say you had found it necessary, 
because of the artificial rate of 35 to 1, to spend this amount of money, 
and you discovered last year that you had overcalculated the needs. 
Is that essentially what you have said? 

Dr. Moyer. I think essentially, but one thing I would like to add: 
That we also believed at the beginning that this much imports would 
be required. Later—and I agree with you that this amount does pro- 
vide for more imports than the country could absorb or needed—this 
we saw as time went on. That statement I would agree with. But 
at the beginning we thought aid would be required in about that 
amount. 

Mr. Meaper. There was another passage in the testimony I wanted 
yourcomment on. This is on page 739. 

Incidentally, before we pass to that, and the same thought is in both 
passages, the General Accounting Office seems to be reporting not 
their own findings, but comments of ICA officials in the field. 

Would you say that ICA officials in the field had expressed these 
views that the General Accounting Office reported to our committee? 

41067—59——-51 
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Dr. Moyrr. I think on imports, this view has been widely helg 
after we saw how things were going. 

Mr. Meaper. By ICA officials in the field ? 

Dr. Moyer. By ICA officials in the field. And we here. This jg 
one of the reasons why we tried to get monetary reform and make 
some adjustments. Whether 1 would agree with all of those other 
statements, I would have to examine them more carefully, but for 
this one, there was pretty general agreement as time went on. 

Mr. Meaper. Here is another passage. I quote again from Mr, 
Staples’ testimony, this time on page 739 of the same hearings: 

ICA administrators in the field have pointed to the possible adverse impact 
of the U.S. program on the economy of Laos and the general population. “While 
serving the principal objective of preserving national independence of the State 
of Laos, the program was found less suited to promote other important U.S. 
objectives, such as to foster a stable and effective government with wide popular 
support and oriented toward democratic concepts, and to promote confidence in, 
and respect and friendship for, the United States.” 

Do you have any comment on that quote? I point out that he is 
quoting or appearing to quote ICA administrators in the field. 

Dr. Moyer. I have no doubt that there are individuals who feel 
that way. This is the very much discussed question which you and 
all of us are familiar with, for instance, does this aid program em- 
phasize military or economic too much. This is another issue on 
which there are many individual opinions. I personally—I do not 
believe that everybody in the Mission would concur in that statement. 
I think everyone would concur in the desirability of doing more to 
improve the effectiveness of the government; to increase the things 
which will get down to the people. On that there is no question. But 
there is a question as to how much you can do effectively in a situation 
such as Laos. There is a relatively small number of people you can 
work with. Bring in Americans to do it? That is not the answer. 
The American role should be to help the Lao do it. Whereas all 
of these things are desirable and I think everybody would agree with 
that, the amount that you can do effectively, however, is limited. 

I think here is where the question would be raised about that. 

Mr. Meaper. You do not have any quarrel with the statement par- 
ticularly, and I gather that you yourself do not disagree with the 
General Accounting Office’s statement, but that some of the people in 
the Mission might not agree with it. Isthat right? 

Dr. Moyer. As a goal I would not disagree with it. As a practical 
matter, whether much more could have been done effectively, that I 
might have some questions on. 

Mr. Mraper. One last statement and I quote now from the bottom 
of page 740: 

Mr. Srapies. The ICA Mission reported that arbitrary practices in the is 
suance of import licenses, abuses in the import program and the use of counter- 
part funds, and evidences of luxurious living made possible by the large-scale 
import of consumer goods have received widespread unfavorable publicity. 

Dr. Moyer. Yes, sir. That is true. There is no question about 
that. I do not think there is anything in there that I would dis- 
agree with. Certainly the general tenor of it. Most, if not all of 
these things, have occurred, and they certainly have received un- 
favorable publicity. 
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Mr. Meaver. Now, having read those three pages in which you 
find only minor disagreement, mainly on the question of whether the 
program could have been handled differently, what do you have to 
say by way of explanation for the miscalculation of the administrators 
who planned this program originally at the beginning? 

Dr. Moyer. Well, 1 went along with those original calculations. 

Mr. Meaper. By the way, who are the individuals primarily re- 
sponsible for those calculat ions, Dr. Moyer? 4s 

Dr. Moyer. Well, in this kind of determination—the responsibility 
is shared between the field and Washington, and in Washington our 
office, the office of which I am in charge, has more to do with it than 
anyone else. I have a program staff which examines the details. I 
also have what we call a geographic staff, the ones who deal directly 
with it. We all got into it. 

On the basis of my own experience in Formosa in handling this kind 
of problem, I didn’t disagree with it. It seemed to me a reasonable 
approach. « 

Mr. Meaper. To what extent did officials of the Department of State 
and in the Embassy in Laos participate in the planning and approval 
of this program originally ? 

Dr. Moyer. There has been an evolution in this, as I am sure you 
are aware, Mr. Congressman. We have always worked closely with 
our opposite numbers in the Bureau of Far Eastern Affairs in the 
State Department. Gradually, as the Office of the Coordinator under 
Mr. Dillon has built up, and as other steps have been taken bringing 


- ICA within the Department of State, the role of the Ambassador and 


his staff in the field and the role of the Department in Washington 
has become definitely more positive. At the time this was started 

Mr. Meaper. That was before the FOA had been put back in, or at 
the State Department ? 

Dr. Moyer. Yes. Let me see. I think that is correct. When was 
FOA put back? 1955, I am sure, was before that. Although even 
before that our field staff consulted with the Embassy on major mat- 
ters, such as aid levels and general types of programs. I am not sure 
how intimately that discussion was done. These now are gone over 
ina good deal of detail with the Embassy staff. 

As I say, there has been an evolution in line with this shift of admin- 
istration here in Washington. 

Mr. Meaper. In other words, it has taken us several years to get 
away from the adverse effects of Reorganization Plan No. 7 of 1953, 
which gave the aid program autonomy. Am TI correct in that? 

Dr. Moyer. I am not quite sure of all that is implied in that state- 
ment, 

Mr. Meaper. Let me ask you whether in your judgment it is a 
healthy thing for our State Department and our foreign missions to 
have responsibility in participating in the aid program ? 

Dr. Moyer. Yes. Indeed I do. I have never myself disagreed with 
this trend. 

Mr. Harpy. Mr. Meader, if you will permit me to supplement the 
point you were developing there, I believe that since Mr. Smith left, 
the influence of the Department of State has been strengthened con- 
siderably. Is that right ? 

Dr. Moyer. Well, Mr. Smith certainly has taken an intense and 
detailed interest in the program. 
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Mr. Harpy. I am thinking about Mr. James A. Smith now. 

Dr. Moyer. Oh, excuse me. I thought you meant 

Mr. Harpy. I am thinking about the status of the Department of 
State in ICA operations. Since Mr. Smith left, has Mr. Dillon caused 
by Presidential directive, greater influence of the Department of 
State in the operations of ICA? 

Dr. Moyer. Since James Smith has left? 

Mr. Harpy. Yes. 

Dr. Moyer. My impression would be not, because I think Mr, Dij. 
lon’s responsibility is clear. 

Mr. Harpy. Didn’t Mr. Dillon get the President to give him some 
specific responsibilities, or get the Secretary of State to give him some 
greater delegation ? 

Dr. Moyer. That delegation was certainly made. How it came 
about, I don’t know. 

Mr. Harpy. It was made after Mr. Smith left. Is that right? 

Dr. Moyer. My impression is it was made before, but I could be 
wrong. I thought, and I am not sure about that. 

Mr. Harpy. I am not at all sure any of us on the committee are 
aware of the extent to which changes were made by delegation of 
authority over ICA to Mr. Dillon. What is Mr. Dillon’s real status 
concerning the ICA now? 

Dr. Moyer. Mr. Dillon—now this may be a bit beyond my depth. 

Mr. Harpy. You are working under it, Doctor, and you are key- 
man in the family there, and goodness knows, you ought to know who 
is top dog down there. 

Dr. Moyer. Well, for instance, in program approvals, in aid levels 
for the year, it finally comes to Mr. Dillon. He makes the final de- 
termination. 

Mr. Harpy. Just to boil the thing down, I am just asking who calls 
the turn. Does Douglas Dillon call it? Does Mr. Saccio call it, or 
who does, as of now ? 

Mr. Meaner. Riddleberger. 

Mr. Harpy. Mr. Riddleberger is not even in Washington. He is 
waiting until Congress gets through with the Mutual Security av- 
thorization bill before he comes back; and I don’t blame him. 

Dr. Moyer. Mr. Dillon’s decision is final. Generally, as things go 
along, if there is no particular point of issue between the ICA group 
and the State Department’s group, the question does not arise. But 
if questions do come up in which there is a difference of opinion, Mr. 
Dillon’s word is final. 

Mr. Harpy. Mr. Reddan, did we ever receive a list of the additional 





powers delegated to Mr. Dillon in connection with the operations | 


of ICA? 

Mr. Reppan. I have not seen a formal document. 

Mr. Harpy. That was done by letter from whom, Dr. Moyer? Do 
you know? 

Dr. Moyer. It was a delegation to Mr. Dillon of the powers Mr. 
Dulles previously had had. Whether it was a letter to Mr. Dillon 
from the President or a letter from Mr. Dillon to the Secretary, I 
am not quite sure. 

Mr. Meaver. You mean a letter to Mr. Dillon from the Secretary! 

Dr. Moyer. From the Secretary. That’s right. 
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Mr. Harpy. I think we ought to have a copy of it. ' 

Mr. Meaver. Maybe Mr. Grant knows the date of that delegation, 
and the substance of it. ; : 

Mr. Grant. We are quite sure, Mr. Chairman, that the copies of 
these letters, the delegation of authority and a discussion of Mr. 
Dillon’s functions, were provided to your staff several weeks ago. 
However, we will see you get extra copies. 

Mr. Harpy. That is all right if we have them. Maybe we have not 
identified them. 

Mr. Grant. There have been a series of expansions in the executive 
orders defining responsibility of the administration of the foreign aid 

rogram. These executive orders emanated from the President. in 
addition to that there is a State Department delegation of authority 
running from the Secretary of State down to his staff, defining their 
functions. , 

(The following documents were submitted by the International 
Cooperation Administration :) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D.C., June 3, 1959. 
Mr. Joun T. M. REDDAN, 
Chief Counsel, Foreign Operations and Monetary Affairs Subcommittee, 
House of Representatives, Washington, D.C. 


Deak Mr. ReEDDAN: It is my somewhat fleeting recollection that at one time 
during the recent subcommittee hearings on the mutual security program in 
Laos a question arose concerning ICA relationship to the State Department 
and the authority delegated to ICA to carry out certain executive branch func- 
tions under the Mutual Security Act. I believe I advised the committee of 
the relevant Executive orders and State Delegation No. 85, and that I later 
advised you that I would send you copies of these documents or advise you where 
they could be found in available publication. I am accordingly enclosing for 
your information copy of State Department Delegation of Authority No. 85-5, 
signed February 3, 1959, together with a copy of the accompanying memorandum 
from Douglas Dillon to the Director, ICA. I am likewise attaching a mem- 
orandum to the general staff of ICA from the ICA Acting Director, dated 
February 4, 1959. 

Executive Orders Nos. 10575 and 10610 may be found at pages 98 and 106, 
respectively, of the committee print “Legislation on Foreign Relations” of 
the Committee on Foreign Relations, U.S. Senate, 85th Congress, 2d session 
(December 1958) . 

Sincerely yours, 


LEsiieE A. GRANT, 
Associate General Counsel. 


FEBRUARY 4, 1959. 
MEMORANDUM TO THE GENERAL STAFF 


On February 3, Secretary Dulles signed an amendment to State Department 
Delegation of Authority No. 85, the basic order in which the Secretary dele- 
gates his various functions under the Mutual Security Act. The purpose of 
this amendment is to transfer from the Secretary to the Under Secretary for 
Economie Affairs, Mr. Dillon, two specific responsibilities which the President 
has assigned to the Secretary and which up to now have been reserved in the 
Secretary: (1) The function of exercising direction and control over the activi- 
ties of ICA, and (2) authority to transfer functions, offices, and personnel of 
ICA to other parts of the State Department. In accordance with this latter 
change, the functions assigned to ICA, instead of being delegated to ICA directly 
by the Secretary as in the past, are now delegated from the Secretary to the 


Under Secretary for Economie Affairs who in turn redelegates them to the 
Director of ICA. 
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The object of the amendment is to make Delegation of Authority No, 95 
reflect more accurately the working relationships between ICA and the Under 
Secretary for Economic Affairs which have heretofore been generally understoog 
and applied. It does not contemplate any basic change in the existing relation. 
ships or in the functions or organization of ICA. 

There are attached copies of (1) a memorandum of February 3 from Under 
Secretary Dillon to the Director of ICA which constitutes an interim redele 
gation (pending issuance of a more formal redelegation) to ICA of all of its 
present functions, and (2) a copy of the Delegation of Authority No, 85 as it 
now reads with the February 3 amendments incorporated. 

L. J. Sacco, Acting Director. 


FEBRUARY 3, 1959, 
Memorandum to: The Director, International Cooperation Administration, 
Subject: Delegation of Authority No. 85-5. 

The Secretary of State has today signed Delegation of Authority No. 85-5, a 
copy of which is enclosed, and I am taking the necessary steps to prepare a for- 
mal redelegation pursuant thereto to the Director of the International Coopera. 
tion Administration. 

This is to confirm that, until I have signed such a formal redelegation, (1) the 
Director of the International Cooperation Administration shall continue to carry 
out the functions exercised by him prior to the signature of Delegation of Au. 
thority No. 85-5, and (2) the records, property, personnel, positions, and unex. 
pended balances of appropriations, allocations, and other funds which were in the 
International Cooperation Administration immediately prior to the signature of 
Delegation of Authority No. 85-5 shall remain in the International Cooperation 
Administration. 

Dovuetias DItton: 


There follows the text of Delegation of Authority No. 85, as amended, as it 
would read when further amended by the proposed Delegation of Authority No. 
85-5: 


AMINISTRATION OF MUTUAL SECURITY Act OF 1954 AND DELEGATION OF CERTAIN 
RELATED FUNCTIONS 


By virtue of the authority vested in me by Executive Order No. 10610, the 
Mutual Security Act of 1954 (68 Stat. 832), and section 4 of the act of May 26, 
1949 (63 Stat. 111, 5 U.S.C- see. 151¢c), and in accordance with the requirements 
of section 3(a)(1) of Public Law 404, 79th Congress (60 Stat. 238, 5 U.S.C. see. 
1002(a)(1)), establishment of the International Cooperation Administration is 
effected and assignment of mutual security and related functions and delega- 
tions of authority are made as follows: 


1. Establishment of the International Cooperation Administration 


There is established in the Department of State and under the direction and 
control of the Under Secretary of State for Economic Affairs an agency which 
shall be known as the International Cooperation Administration and which, as 
provided in section 103(a) of Executive Order No. 10610, shall be headed by the 
Director of the International Cooperation Administration. The Institute of 
Inter-American Affairs, the Office of Small Business provided for in section 
504(b) of the Mutual Security Act of 1954, and the International Development 
Advisory Board shall be a part of or attached to the International Cooperation 
Administration. 


2. Functions of the Under Secretary of State for Economic Affairs 


(a) The Under Secretary of State for Economic Affairs shall, on behalf of the 
Secretary of State, carry out the following functions: 

(1) the function of having primary responsibility for preparation and presen- 
tation to the Congress of such programs of foreign military, economic, technical, 
and other assistance as may be required in the interest of the security of the 
United States; 

(2) the function of coordinating the various forms of assistance authorized 
by the Mutual Security Act of 1954; 

(3) the function of insuring that the assistance authorized by the Mutual 
Security Act of 1954 serves the foreign policies of the United States; 
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(4) the function of determining the value of the program under chapter I of 
the Mutual Security Act of 1954 for any country ; 

(5) the function of coordinating the functions of the International Coopera- 
tion Administration with the other affairs of the Department of State; 

(6) the functions transferred by section 101 of Executive Order 10610 (these 
are the basic authorities under the Mutual Security Act and Publie Law 480, in- 
cluding authorities for administering various forms of assistance, formerly 
assigned to FOA) ; 

(7) the function of agreeing with the Department of Defense on a division 
of the sun provided for in section 402 of the Mutual Security Act of 1954; 

(8) the functions which the Department of State is directed to carry out by 
section 4(d) (3) of Executive Order 10560 relating to foreign currencies gener- 
ated by sales under the Agricultural Trade Development and Assistance Act of 
1954, as amended, to carry out the purposes of section 104(¢c) of the act. 

(b) The Under Secretary of State for Economic Affairs may, to the extent 
consistent with law, delegate or assign any of the functions delegated or as- 
signed to him by this order to his subordinates, including the Director of the 
International Cooperation Administration, and may authorize such subordinates 
to whom functions are so delegated or assigned successively to redelegate or re- 
assign any of such functions. 

(c) The Under Secretary of State for Economic Affairs may authorize the 
Director of the International Cooperation Administration or his designees to 
promulgate from time to time, to the extent consistent with law, such rules and 
reguiations as may be necessary and proper to carry out any functions of the 
International Cooperation Administration or the Director or agencies, officers, 
or employees thereof. 


8. Records, property, personnel, positions, and funds 

The Under Secretary of State for Economic Affairs may place in the Inter- 
national Cooperation Administration, or elsewhere in the Department of State, 
records, property, personnel, positions, and unexpended balances of appropria- 
tions, allocations, and other funds of the Foreign Operations Administration 
transferred to the Department of State by section 302 of Executive Order No. 
10610. 

4, Successorship 

Except as may be otherwise provided from time to time by the Under Secre- 
tary of State for Economic Affairs, and consistent with law and Executive Order 
No. 10610, the International Cooperation Administration and the Director there- 
of shall be deemed to be the successors of the Foreign Operations Administration 
and the Director thereof, respectively, in respect to all functions delegated to 
the Administration or the Director by the Under Secretary of State for Economie 
Affairs. 

5. Authority and responsibilities of the Secretary of State 

Nothing in this order shall be construed to derogate from any authority, re- 
sponsibilities, or functions previously held or exercised by the Secretary of State 
or the various bureaus and other offices of the Department of State. 

6. Effective date 

(a) This order shall become effective immediately upon the coming into effect 
of Executive Order No. 10610. 

(b) Nothing in this order shall be construed to derogate from the authority 
of the Secretary of State to amend this order at any time. 

(ec) Any reference in this order to the Mutual Security Act of 1954 or to any 
other act shall be deemed to be a reference to such act as amended from time to 
time. Any reference in this order to any Executive order or order delegating 
functions thereunder shall be deemed to be a reference to such order as amended 
from time to time. 


Mr. Harpy. Mr. Grant, maybe this will clear up the question in my 
mind, I have wondered whether or not actually some of these delega- 
tions or executive orders might have had that effect of amending the 
reorganization plan. 


Mr. Grant. We will be happy to provide another set of them in 
case there is any gap in it. 
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Mr. Harpy. I think maybe it is a question of identification. Mayh 
that is one of the problems we have. The second aspect is something we 
may already have the information about also. That is the extent to 
which these merely represent delegations, or whether they represent 
Presidential directives, which would necessarily go to the Federal 
Register. I don’t know, but I think we ought to take a look at th 
and, Mr. Reddan, I do want you to examine them to see whether or not 
they have had the effect of iaabihe the reorganization plan. 


Mr. Reppan. I will be very happy to, Mr. Chairman. And as fap | 


as I know, that will be the first group that has come over in any of 
these, because I have not seen the delegations, 


Mr. Harpy. Maybe you didn’t recognize them because this is a new | 
phase Mr. Meader opened up in his questions, and I think it is good | 


we explore it. 
Excuse me, Mr. Meader, for interrupting you. I hope you can pick 
up. 

Mr. Meaper. Dr. Moyer, you said that the decision on the amount of 
the program originally set up for Laos was primarily the respongj- 
bility of your office. As I recall it, you indicated that others had par. 
ticipated in that decision. Can you give us in more detail who the 


key people would have been who worked up this program which turned | 


out to be more costly than it should have been ? 

Dr. Moyer. M ight I just correct the first part of that? The decision 
finally—at the time this was made—this decision was made—was 
made by the Director of FOA. 

Mr. Meaper. Who was that individual at that time ? 


Dr. Moyer. That I believe was Mr. Hollister at that time. The 


i 


Director of FOA in consultation with State. But at that stage I am | 


not clear what the mechanism was for consulting with State. It was 
not entirely Mr. Hollister’s decision; decisions were made under some 
arrangement with the Department of State at that time. More re 
cently, I know how it works now with Mr. Dillon. At that time there 
was not the same arrangement with the Department of State—I’m not 
quite sure how it was, but the final decisions were made at this level. 

Now, to go back in the process—— 

Mr. Meaper. Was there any step between you and Mr. Hollister! 

Dr. Moyer. No, sir. I recommended directly to Mr. Hollister. It 
went through channels. I havea superior officer before Mr. Hollister— 
Dr. FitzGerald. We normally would pass things to Mr. Hollister 
through Dr. FitzGerald, and he, of course, also participates in the 
review. 

Mr. Meaper. I don’t like you to leave the impression in our record 
here that Dr. FitzGerald is a mere figurehead and a channel of com- 
munication. 

Dr. Moyer. No. 

Mr. Meapver. Without exercising any discretion. 

Dr. Moyer. No, I do not want to leave that impression, either. No, 
sir. Idonotintendto. He takes a very active part in the review. 

Mr. Meaper. Then below you—we start with the Director, Mr. Hol- 
lister. and next is Mr. FitzGerald, and then you come with your Far 
East Regional Operations. 

Dr. Moyer. Yes, sir. ; 

Mr. Meaner. Who is your next subordinate at this particular time- 
I am speaking about when this program was originally conceived! 
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Dr. Moyer. Two elements in my shop, One is a program office. 
They coordinate all of the recommendations from the Far East. 

he Meaver. And who was head of that office? 

Dr. Moyer. Miss Granby. P 

Mr. Meaper. Is she still in that position ? 

Dr. Mover. Yes, sir. She is still there. And then the other ele- 
ment in my shop is this Geographic Division I referred to, a Mr. 
Bunting was 1n charge at that time. 

Mr. Meaver. What was that name? rare 

Dr. Mover. Bunting. B-u-n-t-i-n-g. They were the principal ones 
below me. And within this Far East region for the most part it was 
we three—Miss Granby, Mr. Bunting, and myself. We examined the 
situation and came up with recommendations. _ 

] will give you the general channel, but there is a qualification which 
[ would like to introduce after I have given you the flow. 

Mr. Meaver. All right. 

Dr. Moyer. Now, normally we would have a recommendation from 
the field. I say normally, and this is my qualification. In 1955 it was 
worked out in a special manner because this is when the program was 
first started. But from 1956 on there would be a normal! flow. 

Now, we received then from the field the recommendations. It 
came to me from our Mission Director, who at that time was Mr. de- 
Paul,-who is here. In the field the Director had his own staff. At 
that time it was an extremely meager staff, but normally our Missions 
also have a program office and we like to have an economist. We 
don’t always have a good economist, but the Mission Director draws on 
the program office staff, and on the economist, when he has them. 

Mr. Meaver. Did Mr. de Paul have a program office staff and did 
he have an economist in 1956, to your knowledge? 

Dr. Morer. At the beginning he certainly did not have. And in 
1956, to my knowledge he did not have a regular program officer. He 
used what staff he had as best he could, but he did not to my recol- 
lection have a regular program officer at that time. 

Mr. Meaper. All right, now. You wanted to explain the excep- 
tion. This being a new program, in 1955 the normal—let me say first, 
Isuppose that is the end of the line, isn’t it ? 

Dr. Moyer. Yes. 

Mr. Meaver. At least as far as your agency is concerned? 

Dr. Moyer. Yes. 

Mr. Meaver. What they may do in their consultation with the Em- 
bassy and in consultation with the officials of the Government of Laos, 
or any other studies they may make, they at least are the starting point 
as far as your agency is concerned. 

Dr. Moyer. As far as we are concerned. 

Mr. Meaper. To build up the program. 

Dr. Moyer. Yet I would like to underline what you just said regard- 
ing consultation with the host country government and consultation 
with our Embassy ; because there is considerable consultation with the 
host country government, in our more developed situations par- 
ticularly. 

Mr. Meaper. Since in 1955 you didn’t have a Mission in Laos, 
how did you start out this program ? 

Dr. Moyer. This is the qualification I wanted to introduce, and I 
will have to call on Mr. de Paul to refresh my memory on the de- 
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tails. But this started, if I may ask Mr. de Paul to check my rego}. 
lection 
Mr. Harpy. Mr. de Paul you had better come up here, if you wij] 
Mr. dePaul, you have been previously sworn ? 
Mr. pe Pau. Yes, sir. 
Mr. Harpy. Come around. 
Dr. Moyer. This started in 1955, if I remember it, with a recom. 
mendation from General Collins, who at that time was in Saigon. 
Mr. Monacan. Which General Collins? 





Dr. Moyer. Lawton Collins. He was in Saigon as a special repre. | 


sentative of the President, or at least he was top authority. I hay 
forgotten the precise title. And he made a study of the whole situa. 
tion and the first years and in general arose out of his recommendg- 
tions. 

May I ask at this stage for Mr. de Paul, as I am a little bit hazy on 
the detail, but I think this is generally correct. 


FURTHER TESTIMONY OF NICHOLAS CARTER dePAUL, DEPUTY As. 
SISTANT TO THE DIRECTOR FOR LIAISON, INTERNATIONAL 
COOPERATION ADMINISTRATION (FORMERLY DIRECTOR, U5, 
OPERATIONS MISSION, LAOS) 


Mr. pEPavt. I would agree with that, Dr. Moyer. The inception of 
the program in Laos on the military side, as a distinct and separate 
program, occurred on January 1 of 1955, which was the midpoint in 
the fiscal year 1955. Prior to that time the Lao military had existed, 
but had been completely handled financially and otherwise by the 
French, who, of course, were receiving American aid through other 
channels, on behalf of the costs of the Indochina war. In other words, 
under the arrangements we had with the French in 1952 and 1953 and 
1954 the Lao Army was created—set into operation. It was paid. It 
was handled exclusively by the French, although they were receivin 
American aid, I think in large part directly from the United States, in 
a bilateral arrangement with France. 

Mr. Monacan. Does that mean there was no army before the 
French organized one in relatively recent years? 

Mr. pePaut. I would say generally, yes. There were, of course, 
in Indochina from at least the beginning of the war—this all grew 
out of World War II conditions—there were what was known as the 
French Union Forces, which were largely nonindigenous, although 
they may have been Senegalese in part from the French Territories; 
but this was a French Army including the French Foreign Legion, 
fighting in Indochina. 

My recollection is that around about 1952 or 1953, particularly with 
the advent of General Navarre, it was decided by the French to in- 
crease their military capability in Indochina through the stepped up 
development of local indigenous armies. I would date the buildup of 
the Lao Army—there must have been some army there- 

Mr. Meaper. Mr. de Paul, we may get into too much history here. 
I was interested in the program, the Lao program itself, which was 
initiated in 1955. You said on January 1, 1955, General Collins made 
an estimate of what the military requirements would be. Did he 











contin 
Mr. 
decess 
Mr. 
straig 
toa v 
was a 
Mr. 
$45 m 
Mr. 
Mr. 
Mr. 
much 
of thi 
never 
Mr. 
about 
Isn’t t 
Mr. 
Mr. 
that ri 
Mr. 
mecha 
Mr. 
it? 
Mr. 
Mr. 
was re 
that w 
Mr. 
Mr. 
I thin 
before 
was r 
Collin 
that st 
Mr. 
Mr. 
ary 1 
for th 
Mr. 





ler 


ing 
in 


the 


‘ew 
the 
igh 
1eS; 
on, 


ith 


up 


» of 


ere, 
was 
ade 
| he 


UNITED STATES AID OPERATIONS IN LAOS 797 


also have anything to do with the economic side of our aid program 
in Laos? 

Mr. pePavut. I would say not, sir. I would phrase it this way: 
As far as ICA was concerned in Laos on January 1, 1955, which is 
a proximately the day I arrived, we in the field were cognizant of 
the decisions that had been made to the effect that the Lao Army then 
existing, and whose direct support was terminated as of December 
31, 1954, should be continued in operation under U.S. direct support. 
This was our first assignment, January 1, and our problem was to 
figure out economical ways and means of doing this. 

he decision, I believe, in which General Collins participated 
would have had to do with the military and strategic necessity for 
continuing this army rather than abolishing it. 

Mr. Meaver. Then I gather, Mr. dePaul, that you had no pre- 
decessor in developing a figure for economic aid for Laos? 

Mr. p—EPaut. Only with respect to the technical assistance and 
straight economic development programs, which had been carried on 
to a very modest extent from the Saigon, Indochina, Mission, which 
was accredited also to Laos. 

Mr, Meaper. Then this economic aid program at the rate of about 
$45 million a year was primarily your product. Is that correct ? 

Mr. pEPavt. I would not say so, sir. 

Mr. Meaper. Who else participated in it besides you? 

Mr. pePaut. The analysis of the military budget, that is, how 
much money, how much goods, how much materiel and what kinds 
of things are required to continue the support of the Lao Army, was 
never an ICA decision and not a decision 

Mr. Harpy. Just a minute, Mr. dePaul. You are talking here 
about the economic aid which was necessary to support the military. 
Isn’t that what you are talking about ? 

Mr. pEPauL. Well 

Mr. Harpy. That was your major function at the beginning. Isn’t 
that right ? 

Mr. peEPaut. I think our function was to determine the economic 
mechanisms to achieve a given level of support. 

Mr. Harpy. All right. That is the level of military support, isn’t 
it? 

Mr. p—EPauL. Yes, sir. 

Mr. Harpy. So you are talking about the economic assistance that 
was required to provide the budgetary aid to pay the military. Isn’t 
that what you are talking about ? 

Mr, pePaun. Yes. 

Mr. Harpy. Then you started off on the premise a minute ago that 
I think is perhaps an important one and which we have to understand 
before you get into how you developed the adequate amount that 
was required, because you leave the impression at least that General 
Collins fixed a level of forces. I am not at all sure we ought to let 
that stand, unless you know that to bea fact. 

Mr. pePauw. I did not mention General Collins, I think. 

Mr. Harpy. You said that General Collins came in there on Janu- 
ary 1 and that the results of the study which he made were the basis 
for the decision to go ahead with the military program, didn’t you? 

Mr. p—EPaut. No, sir. 
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Mr. Harpy. If you didn’t, then you straighten me out on what you 
meant, because I certainly got the impression you were attributing 
to General Collins a decision with respect to the level of forces. 

Mr. pePavut. Not at all, sir. I believe Dr. Moyer mentioned Gen. 
eral Collins’ name originally. I mentioned also that General Collins 
was on a special mission to Indochina. 

Mr. Harpy. What, if anything, did he have to do with determining 
the level of forces? 

Mr. pePavL. I would say without any intimate knowledge—— 

Mr. Harpy. Then you don’t have knowledge? 

Mr. pePavt. I have knowledge of this, sir: That our instructions 
were that a decision had been taken. 

Mr. Harpy. By whom? 

Mr. pEPaux. By competent authorities in Washington. We were 
advised through Embassy channels that the problem was to continue 
to support a given army at a given level of cost. 

Mr. Harpy. What given army and where was the determination 
made and who determined the size of the army? That is the only 
way you will find out how much economic aid was involved. 

Mr. pePaut. I believe, sir, General Collins would have participated 
in the general 

Mr. Harpy. Do you have any knowledge of who did? If you don't, 
say so. It is no disgrace to be ignorant but it is something of a disgrace 
sometimes to talk about something when you don’t know what you 
are talking about. ° 

Mr. pePaut. I have knowledge that General Collins was very defi- 
nitely involved in these matters. I have not specific knowledge of 
what his recommendations were re the Lao Army but I do know they 
were transmitted through CINCPAC, and analyzed in Washington. 

Mr. Harpy. You don’t know they were analyzed in Washington un- 
less you were here and saw it done, or unless somebody wrote you spe- 
cifically and told you they were analyzed in Washington. 

Mr. pePavt. I know the decisions emanated from Washington. 

Mr. Harpy. That is different. 

Mr. peEPavt. I don’t know the extent of the analysis. 

Mr. Harpy. The key to this, Mr. Meader, is the thing you were 
trying to develop, which is, who participated in the decision that we 
were going to spend $45 million, or whatever it was, of economic aid 
to support the budget to pay the military, and you can’t arrive at 
that until you get some indication of how the level of forces was 
determined. 

Mr. Reppan. Mr. de Paul, did you ever see this document that was 
supposed to be analyzed in Washington ? 

Mr. pePaut. No,sir. I could not identify a specific document here. 

Mr. Reppan. Do you know any document was sent to Washington! 

Mr. pvePavut. I don’t know specifically. I know that the subject 
was 








Mr. Reppan. To what extent do you know, Mr. de Paul? 

Mr. pEPaut. I know the subject was under discussion and that the 
posture of the United States at this time was that the Lao Army was 
not to be drastically reduced as of January 1, 1955. 

Mr. Harpy. Let’s ask Dr. Moyer. Dr. Moyer you were here in 
Washington. What did you have to do with determining the amount 
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of economic aid that would go to generate the currency to meet the 
budget requirements for the support of the army ? 

Dr. Morrr. I was trying to pick out of some papers I have here 
the precise note. May I correct one thing I said, Mr. Meader? The 
Director at that time was Mr. Stassen and not Mr. Hollister. I have 
here a memorandum from Mr. Stassen on this. I have also here a 
copy of a memorandum from the President, President Eisenhower, 
ohe Director of the then FOA, the Foreign Operations Adminis- 
tration, who was Mr. Stassen, saying: 

In accordance with the * * * 


Mr. Mreaver. What is the date of the memorandum ? 

Dr. Moyer. This is dated February 3, and I will be very glad, 
incidentally, to leave copies of any of these documents here. 

Mr. Harpy. I think we are going to need to have a look at every 
document we are testifying from. Maybe we already have some of 
them, doctor. 

Mr. Meaver. That is February 3, 1955? 

Dr. Moyer. This is dated February 3,1955. It says: 

In accordance with the recommendations in your memorandum— 

That was to Mr. Stassen from the President— 
I hereby approve the allocation of so much moneys for these different programs. 


And this was Cambodia, Laos, and Vietnam. 

Mr. Harpy. Now we are getting somewhere. If you will get the 
documents submitted to the President to justify those figures maybe 
we will find who originated it. 

Dr. Moyer. I have here the document sent to the President. 

Mr. Meaper. What is the date of that ? 

Dr. Moyer. I was looking for that. This does not seem to carry 
a date, which is peculiar. I might identify it. At the top it has 
the FOA Program Approved 55-102, Memorandum for the President, 
on the subject: Additional Assistance for Cambodia, Laos and 
Vietnam. 

Mr. Harpy. Does that have an analysis of the costs that are in- 
volved ? 

Dr. Moyer. That has, in a table, the different amounts. 

Mr. Harpy. Off the record. 

(Discussion off the record. ) 

Mr. Harpy. On the record. In connection, Dr. Moyer, with this 
memorandum that you are developing, I hope that Mr. Meader and 
the other members of the committee will develop fully the informa- 
tion which was submitted to the President to support the determina- 
tion that this was a proper amount to be set up. I think it might be 
interesting for us to explore just exactly how much detail and how 
much real information was submitted to the President by the ICA, 
or General Collins, or whoever else made this determination with re- 
spect to the level of forces and the subsequent requirement for funds 
to finance them. 

Mr. Mraper. Mr. Chairman, might I suggest that if we do not al- 
ready have the documents which will fully reveal so far as they can 
in documentary form the genesis of this program, in our committee 
files, that we now request a complete set—a complete documentation 
of the origination of this program. 
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Mr. Harpy. I want that request specific. 

Mr. Mraner. I believe that, to the extent it can be, should be a part 
of our records. 

Mr. Harpy. The extent to which it can be made a part of our 
published record we will have to determine a little bit later, but in an 
event I do want the request to appear on the record that we would like 
to be sure that we have webiaula for committee use each document 
which is under discussion and every document which relates to the 
determination of this level of forces, and the amount of money which 
was involved to support it. 

Mr. Meaper. And the economic aid. 

Mr. Harpy. That is right. That is the economic side of it. 

If you will all excuse me, I have to leave the meeting at this time, 
Mrs. Kee will take the Chair. Let us plan to reconvene at 2 o’clock, 

Mr. Meaper. If I can pursue this with Dr. Moyer for a moment, 
Besides Mr. de Paul, who else, if you know, had a hand in working up 
the figures on economic aid recommended for Laos? 

Dr. Moyer. Congressman Meader, the only—in addition to what I 
have said, the only further information to my knowledge was that in 
some way or another General Collins, who then I believe was in 
Saigon—he and his group entered into it. Precisely in what way I 
would have to check back into the records. 

Mr. Meaper. Let’s do it this way. We started from the top down 
and we got down as far as your office. Then we seemed to run into a 
little snag on this, on the origination of the program, because you said 
it was somewhat different than the ordinary situation where you 
would receive a recommendation from the Mission Director. Now 
it appears that the only recommendation on which you acted did come 
from dePaul who was the Mission Director. Do you see what I am 
getting at here? 

Dr. Moyer. Yes. May I say one word in that connection. This 
1955 situation, of course, was quite different from any other. Mr. 
dePaul went up there sometime in December, IT believe, or the first of 
January, and we had to start meeting bills in January, and there was 
not the regular setup available to proceed in the normal way. And 
I think a lot more of it was determined in Washington at that time 
than would normally be the case. But again I am not completely clear 
on the-—— 

Mr. Mraper. Let me ask you this: Did you get a recommendation 
from Mr. dePaul for the commencement of this program? I am 
talking now about the economic aid program for Laos. 

Mr. peEPavut. May I answer that, sir, later? 

Mr. Meaper. I was getting back into ancient history with you, Mr. 
dePaul. I thought maybe T could go at it from the other direction. 

Dr. Moyer. I don’t reeall, sir. 

Mr. Monaaan. This is in January of 1955, or thereabouts? 

Dr. Moyer. That is right. When we were just ge‘ting into this. 
And I know that a lot more of it than usual took place in Washington, 
and we relied in certain specific occasions on General Collins. How 
all of these things were put together I am not too clear and would have 
to go back into the records to find out. 

Mr. Mreaper. You can give usa record probably ? 

Dr. Moyer. Yes, sir. 
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Dr. Meapver. A documentary record of just how this came about ? 

Dr. Moyer. I think we can. 

Mr. Meaper. I think just to make it doubly clear that you under- 
stand that, that was what the chairman was requesting on behalf of 
the committee. 

Dr. Moyer. Yes. That was my understanding. 

Mr. Reppan. Doctor, do you know whether the Joint Chiefs of 
Staff were asked for a recommendation as to the level of forces ? 

Dr. Moyer. I don’t know. I would assume so, but I don’t know. 

Mr. Reppan. That is normal procedure, is it not, for establishing the 
level of forces? 

Dr. Moyer. It is normal procedure for the Joint Chiefs of Staff to 
approve a level of forces. Of course, an army was in being. It was 
not a question of deciding how many troops there should be. The 
army was there. 

Mr. Reppan. Actually, you didn’t support the number of troops 
there, did you 

Dr. Moyer. The United States supported the entire military budget. 

Mr. Reppan. Didn’t you have an existing level of forces which was 
cut back ? 

Dr. Moyer. My understanding is from the beginning we supported 
the entire military budget, whatever it was. 

Mr. Reppan. That is true. You did. But I think the record will 
show the level of forces was cut back when we went in. 

Dr. Moyer. I think it was cut back but the amount we paid in the 
beginning covered the entire army, whatever it was. 

Mr. Reppan. Isn’t it normal for the Joint Chiefs of Staff to be asked 
for a recommendation on the level of forces? 

Dr. Moyer. It certainly is normal now for the Joint Chiefs of Staff 
to recommend a level of forces that we will support. 

Mr. Reppan. Do you know whether or not a recommendation of that 
nature came from the Joint Chiefs of Staff in connection with Laos? 

Dr. Moyer. I know it was considered. I know also, as I believe 
the committee has a full record, that there was some difference of 
opinion in the early stages of this. I am not familiar with all of the 
details but I believe that there was some difference of opinion at that 
stage in the operations. 

Mr. Reppan. Don’t you know, Dr. Moyer, that the Joint Chiefs of 
Staff refused to recommend the level of forces for Laos? 

Dr. Moyer. I do know that they were very loath. My information 
was that they were loath to, at the beginning, to get involved in this 
operation. ‘This is my information. Whether it is accurate or not I 
don’t know. 

Mr. Reppan. Not only were they loath, but they refused, didn’t 
they ? 

Dr. Moyer. I know that by a little later in the year the Department 
of Defense agreed to cooperate. At what stage—my understanding 
is that now they are behind it. Now at what stage this evolution and 
the change took place, I don’t know. 

Mr. Reppan. I think the record is rather clear on it that the Joint 
Chiefs of Staff finally acquiesced in 1959 to the extent they may have 
participated. 


| Mr. Meaper. In 1959? 
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Mr. Reppan. In 1959. Yes, sir. 

Mr. Bray. Fiscal. 

Mr. Reppan. Fisca] 1959. That any cooperation or any participa. 
tion by the Joints Chiefs of Staff was eae upon the presumption of 
political expediency rather than military. Do you know anythin 
about that, doctor ? 6 

Dr. Moyer. I do not. 


Mr. Meaper. Dr. Moyer, to get back to this question on the deter. | 
mination of the amount of economic aid, I believe I asked you if any. | 
one in the field in addition to Mr de Paul communicated with you | 


or, so far as you know, had anything to do with the recommendation 
that you must have received from Mr. de Paul. 

Dr. Moyer. In 1955, sir? 

Mr. Meaper. Yes. 

Dr. Moyer. I don’t recall receiving a communication from anyone 
else at that time. 

Mr. Meaper. And you were not quite sure, as I recall it, whether 
you received any communication from Mr. de Paul recommending a 
certain amount of money for economic aid for Laos. 

Dr. Moyer. I would have to look back at the record. 
remember enough of what happened at that time. 

Mr. Meanper. I see Mr. de Paul is anxious to testify. 
such a recommendation, Mr. de Paul, to Dr. Moyer? 

Mr. pePaut. The point I might seek to clarify here is how thege 
figures were ultimately determined. 
on January 1, 1955. We had just arrived in Laos and we were told,as 
we expected to be told by the French, that they were closing their 
books on December 31. They would liquidate all past accounts; but 
as of January 1 it was our show. 


I just don't 


Did you send | 


I recall very vividly the situation | 


We knew this. We knew this agreement had been reached and I im- 


mediately cabled Washington together with the Ambassador, Ambas- 
sador Yost at that time; and I might add that all of this thinking and 
all of these decisions were constantly and closely discussed with the 
Ambassador. We worked very close, on a day-to-day basis on all of 
these matters. We did not in January communicate to Washington 
a recommendation for a level of aid for the entire year. 
Mr. Reppan. How did you determine that level of aid, Mr. de 
Paul? 
Mr. 
Mr. 
Mr. 


pEPauLt. Which level ? 
Reppan. The one you just mentioned ? 
Meaper. He said he didn’t make a recommendation. 

Mr. Reppan. I thought you said that you made a recommendation. 

Mr. pePavut. We did not make in January or in the early months 
any recommendations concerning level of aid for a year. We wereen- 
tirely and of necessity occupied with operations here and now, to meet 
military payrolls next week. 

Mr. Reppan. When did you first know you were going to have to 
take over an aid program in Laos and meet these payrolls? 

Mr. pePaut. I was not appointed Mission Director until January 6. 

Mr. Reppan. Not when you were appointed. When did ICA or 
anyone in it know that ICA was going to have to take over the aid 
program in Laos and establish a Mission there ? 

Mr. pePavt. I would put it some time in the fall of 1954. 
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Mr, Reppan. In August of 1954? 

Mr. pePavu. I would think later. I am not sure because I was not 
intimately connected with the Laos program at that time. 

Mr. Meaper. I think Dr. Moyer should be in a better position to say 
that then Mr. dePaul, who was simply named Director out there. Dr. 
Moyer, do you recall when ICA was aware that it was going to be re- 
sponsible for the aid program in Laos? 

Dr. Moyer. I would have to check back on that. I can’t name a 
date. I remember generally the State Department set up its separate 
missions and gradually it was decided ICA should do likewise. It 
was not to my recollection decided at the same time. The precise 
time when that decision was made I am pretty sure we have in the 
record, but I would have to consult it. 

Mr. pePavut. I recall, Dr. Moyer. I believe the decision to set up 
the separate ICA Missions in Cambodia and Laos and Vietnam was 
made November 14, 1954. That is my recollection. I think that is 
correct. The separate State Department missions were set up prior 
tothattime. I believe the Legation in Laos was set up approximately 
in September of 1954 when Ambassador Yost arrived to take up his 
duties. 

Mr. Meaver. When did he arrive? 

Mr. pePavuv. He arrived in Laos approximately, I believe, Sep- 
tember 1954. 

Mrs. Kee. Off the record. 

(Discussion off the record.) 

Mrs. Ker. On the record. 

Mr. pePaut. May I clarify a matter I started out on concerning 
the nature and timing of aid recommendation that you were asking 
about? You asked Dr. Moyer if he had received from the mission or 
from me a recommendation as to the amount of economic aid required. 
I think the best way to answer that is to say during the calendar year 
1955 this matter was progressively clarified. We began to acquire 
information. We began to make studies. We kept feeding this in- 
formation into Washington in a continuing description of what the 

uirements would be. 
niet example, in January, by various means I recommended and 
obtained a certain amount of cash which was transmitted to the Lao 
Government as funding here and now for immediate purposes. That, 
I believe in January, was of the order of $214 million. This was not 
a precise figure. This was money to keep the army going on a mini- 
mum requirements basis until the larger decisions could be made. 

Mr. Meaver. Let me be clear now. Was that military assistance? 

Mr. pEPaut. This was economic assistance calculated to create 
military budget support in local currency. One major aspect of the 
program 

Mr. Meaper. That was just a cash grant of about $214 million for 
January ? 

Mr. pePaun. A cash grant. I received authority to draw U.S. 
Treasury checks, which were drawn by the disbursing officer of the 
Embassy, to transact them at the Laos Central Bank, which, inci- 
dentally, I might add, did not then exist formally, and to receive on 
behalf of the United States the local currency proceeds which were 
deposited to the counterpart account controlled by us. 
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Then I had a further step in that control. I then, upon being duly 
authorized, would release the counterpart funds to the Lao Army 
to meet certain budgetary requirements. 

Mr. Reppan. What authorization? From whom, Mr. de Pay} 

Mr. pePaut. The release of counterpart would be authorized to me 
by Washington, but in these matters would depend, I think, on the 
decisions taken by the Department of Defense. This would be the 
normal channel, that is, the requirements for military budget release, 
Either against an immediate request of an emergency nature or 
against an annually established budget. 

Mr. Reppan. When you say the “Department of Defense,” you mean 
the Lao Department of Defense ? 

Mr. pePauv. No, sir. I mean the U.S. Department of Defense, 

Mr. Reppan. On what did they base their authorization ? 

Mr. pePavu.. If I may back up a bit, sir? 

Mr. Reppan. Excuse me. I didn’t want to interrupt there. 

Mr. pePaut. Cognizance over these matters was originally in 1954, 
on the Defense side, in the MAAG Saigon, which was operated for 
Defense throughout Indochina. 

Mr. Meaper. Mr. de Paul, we always seem to get out into the by- 
roads when I ask you questions. I would like to keep on the main 
highway. 

Mr. pEPau.. Yes, sir. 

Mr. Meaper. What I would like to know is who besides yourself, if 
anyone, made recommendations to Washington with respect to the 
amount of economic aid that should be provided for Laos? 

Mr. pePaut. Do you mean on military accounts ? 

Mr. Meaper. I am talking about economic aid. I want to get away 
from the military. You were here when I read these passages from 
the General Accounting Office account, and I would like to ask you 
right now in that respect, you heard Dr. Moyer’s testimony that he 
found no quarrel with their statements. Do you find any? 

Mr. pePaut. I find only an omission. In fact, I believe that I may 
have written those statements, or statements very similar to those my- 
self. I find it absolutely true, with the exception that nowhere do they 
discuss the fact that it was necessary or held to be necessary to finance 
an army of this size. I would say as an economist that the task of 
delivering economic aid to support an army of this kind in an economy 
of this kind inevitably created tremendous economic problems. 

The root difficulty in my mind was the necessity—and I don’t ques- 
tion the necessity, nor am I competent to evaluate it—but the neces- 
sity for maintaining an army of this cost in this economy. 

Mr. Meaper. Mr. dePaul, it strikes me as though you are now con- 
curring with the General Accounting Office statement in which they 
presume to be quoting aid administrators in the field, one of whom 
was you. 

Mr. pePavu. No, sir. I was not there at that time, but I have made 
similar statements. 

Mr. Meaver. But you say you made similar statements? 

Mr. pePavun. Yes, sir. 
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Mr. Meaver. You find no quarrel with them, except they seem to 
overlook the support of the military in Laos. Of course, they did 
not completely overlook it; I will quote this one sentence: 

While serving the principal objective of preserving national independence of 
the State of Laos— 
which would seem to give some recognition to what you have just 
said. So they didn’t completely overlook it. Y ou say you said essen- 
tially the same things the General Accounting Office said with respect 
to the excess of money spent in Laos? 

Mr. pePavt. I believe, sir, we have all said and we have all recog- 
nized the incontrovertible fact that conducting a military program of 
this magnitude in Laos inevitably created formidable economic prob- 
lems, the solution of which has proved extremely difficult. 

Mr. Meaper. Doesn’t that sound a little bit like self-criticism? Be- 
cause it seemed to me you were the fellow who filled out the amount 
of money that should be given as economic aid to Laos, weren’t you ? 

Mr. pePaut. I would say only within very narrowly prescribed 
limits. ~ ; 

Mr. Meaper. You originated it ? 

Mr. pePauL. No, sir. 

Mr. Meaper. It had to pass through many superiors before it got 
to the President 

Mr. pEPaut. Well, sir—— 

Mr. Meaper. But you were at the end of the line and you were the 
one that, as far as U.S. officials were concerned, made the initial rec- 
ommendation. Isn’t that correct ? 

Mr. pePavut. Only for the amount of dollars necessary to realize 
the amount of kip necessary to pay a given army, which I did not 
recommend. I made no direct recommendations as to the size or pay 
scale of the Lao Army. 

Mr. Meaper. That was not in your field ? 

Mr. pePaux. But I was given the task of producing through eco- 
nomic means enough money to accomplish certain purposes which had 
been established. 

Mr. Meaper. That was your original decision. Is that correct? 

Mr. pePaut. I had to find out how to produce the money to accom- 
plish the job that was given me. 

Mr. Meaper. And you initiated the recommendation ? 

Mr. peEPaut. At this point, sir, the recommendations were very 
simple ones, and the only method we had available at this time was 
tocash dollars for local currency. So if I were told that so much 
local currency is needed, my recommendation would be that I be 
given the cash to effect the transaction to raise the money. It was 
simply dividing local currency by 35 and naming the amount of 
dollars, which is what I did, but this is not an economic recommenda- 
tion, We couldn’t use the PA system because of the timing. 

Mr. Meaper. Let us pass this temporary emergency situation for 
the moment and suppose that the first budget you recommended was 
the budget for fiscal year 1956. Is that correct? 

Mr. pePaut. It is a split year. The Lao military were for the 
calendar year. 

Mr. Meaper. But for budgeting purposes you had hooked your cal- 
clations on our fiscal year basis? 








806 


UNITED STATES AID OPERATIONS IN LAOS 


Mr. pEPavu.. Yes. 

Mr. Meaper. And you did submit to Dr. Moyer recommendations 
for fiscal year 1956? 

Mr. pEPauu. Yes. 

Mr. Meaper. Who assisted you in the preparation of that figure? 

Mr. pEPavuv. I would say the entire Mission and a good part of the 


and 
Mr. Meaper. Among your subordinates, and I want their nam 





recommendation ? 

Mr. pePaut. The chief man in the preparation of the entire pro. 
gram was my deputy, Mr. Alex Moore, Jr. In 1956, I also had the 
assistance of Dr. Monroe Burk. 

Mr. Meaper. And what was his position ? 

Mr. pePaut. He was the Assistant Director of the Mission for 
Economic Affairs. 

Mr. Reppan. What date are you referring to now with respect to 
these recommendations ? 

Mr. pePaut. I am referring to the submission of the fiscal 1956 
program. 

Mr. Mraver. Which would begin on July 1, 1955? 


| 
Embassy, and at that time also the PEO staff who were present, | 


who would have been responsible for the preparation of that budge | 


i 
j 


| 





Mr. pePaut. Yes, sir. I would withdraw the name of Dr. Burk ip | 


that context. He came later. 

Mr. Meaprr. How about PEO? 

Mr. pePaut. PEO was not present in Laos until the end of 1955, 

Mr. Meaper. Then for the fiscal year 1956 budget request your 
deputy, Mr. Moore, assisted in the preparation of that, and who else! 
I am talking now about your Mission personnel, and nobody else. 

Mr. pePau.. Well, sir, I would say in 1955 at this time Mr. Moor 
assisted, but not on this phase of it—not on the military phase. He was 
concerned with the economic project program primarily ; and the work 
that I did with reference to the military budget in analyzing these r- 
quirements was on the basis of discussions and studies. 

Mr. Meaper. Now, Mr. de Paul, you keep getting away from me and 
I don’t like it. I am talking only about the economic aid, which is at 
the rate of about $45 million a year for fiscal year 1956. I asked you 
who in the Mission helped you to prepare that budget request, and you 
said Mr. Moore did, and now you later modify your testimony and start 
talking about military assistance, which I don’t want to ask you about. 
I am talking about who figured out this figure of $45 million. Mayhe 
your recommendation was higher than $45 million and it was cut 
down in the process of going up the ladder. 

Mr. pePavut. The Lao request was much higher than $45 million. 

(Mrs. Kee left the meeting at this point and Mr. Monagan took the 
chair.) 

Mr. Meaper. How much was it? 

Mr. peEPavt. I don’t recall specifically. I would say at least 50 per- 
cent higher than what they ultimately received. 

Mr. Meaper. And what was your recommendation? Was your ree- 
ommendation ultimately approved or did you request more than was 
actually finally approved ? 
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Mr. pePaut. No, sir. I believe that our recommendation—again , tthis time 
may I separate the program into two parts ? 
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Mr. Mraver. I am talking only about economic aid, so you don’t 
need totalk about military aid. 

Mr. pePavt. I am afraid I can’t answer on that basis because the 
economic aid is derived from military requirements. ; 

Mr. Maver. I understand that. I am not talking about divorcing 
them in that sense but you do come up with a separate figure for 
economic aid, don’t you ? 

Mr. pePavu. Yes, sir. : eG 

Mr. Meaper. I want to know what your figure was. Was it $45 mil- 
lion or something larger than that? . < 

Mr. pePavut. To the best of my recollection the 1956 military aid— 
economic aid related to military, was approximately $37 million. And 
I believe that was very close to our recommendation. 

Mr. Bray. Do you mean military budget support ? 

Mr. pePavu. Military budget support translated into an equivalent 
amount of dollars for economic aid at the existing rate of exchange. 
I believe in the second year of the program I remember a figure of 
approximately $37.5 million, That figure was very close to the 
figure that we spent. 

Mr. Monacan. Isthat out of 45? 

Mr. pePavut. Approximately out of 45. The nonmilitary related 
program at that time was running about $714 million. That is the 
part Mr. Moore worked on. 

Mr. Mraper. I see. 

Mr. peEPaut. With respect to the economic aid I can tell you this: 
That the economic aid we recommended was simply the dollar value of 
the military budget requirement translated at 35. I personally made 
that translation and stated that the requirement for military budget 
support of 2 amount of Lao kip needs to be funded by $37.5 million, 
or some similar figure, of U.S. dollars, translated either through cash 

nts or commercial imports under the PA system to arrive at this 
as as the economic aid recommendation. 

Mr. Mraper. Wait a minute, Mr. de Paul. You are giving me the 
impression—and I don’t want it to be erroneous in our record—that 
ou performed merely a mathematical function. You simply trans- 
lt or made the division by 35 and took the figure that apparently 
the Lao Government suggested as to what they needed to run their 


army——— 

vePac. No, sir. 

Mr. Meaper. And you divided it by 35 and sent it to Washington. 

Mr. pePaut. No, sir. 

Mr. Mraver. But that could be done by a clerk or even an electronic 
machine. You must have had something to do with it. 

Mr. pePaut. We had a great deal to do with it, sir. In the first 
place we did not take the requirements handed to us by the Lao 
Government and transmit them to Washington. This is screened and 
looked at and discussed with the Lao Government on the basis of the 
best job that we laymen could do. I worked with the counselor of 
the Embassy, Mr. Blanke, and I worked with the Ambassador at that 
time, 

Mr. Mraper. And who else in your own Mission worked on this? 

Mr. peEPaux. No one else in the Mission on this particular problem 

5 le there. 
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I had a division of labor with my deputy, Mr. Moore, that he would I my: 
concentrate on programing the straight economic project sector of the and $1( 
program and I would work with the Embassy and others on the mij the pro} 
tary budget requirements. I thu 

Mr. Meaper. Did you discuss with the Lao Government the Pos. | the Zab 


sibility that some of this aid could have been furnished in supplig | where’ 
and equipment rather than in cash—American dollars? | US. ch 

Mr. pePaut. We not only discussed it but in 1955 programed $33| always: 
million of exactly that kind of assistance, which was then taken out of ; Mr. ) 
the military budget requirements. endlessl 

I did this myself. I in effect acted as the programer for this pur. ! military 
pose, and in 1955 we laid on $3.6 million worth of direct supplies, |. the pre] 


This, incidentally, was before Mr. Howell arrived in Laos and whey bility fe 
he arrived, of course, he made this suggestion. Laos? 
Mr. Monagan. This is the fiscal year 1956 budget still ? Mr. Di 
Mr. pePavt. It was programed in 1955, in November, I believe, Mr. h 
It was to be delivered as quickly as possible. until th 
Mr. Reppan. Mr. dePaul, do I understand from your statement | basis of 


then that there were no funds given to Laos which were later used for Mr. I 
nonindigenous purchases ? on no ar 
Mr. pePavut. Yes; I don’t mean that the $3.6 million exhausted the | Mr. } 
possibilities. | ie 
Mr. Reppan. To what extent did it exhaust the possibilities? Mr, } 
Mr. pePavt. I think at that time it exhausted the program pos | _ stantial 
sibility. These were the only items that we could envisage cranking Mr. pb 


into our Department of Defense logistical system. There were other | terms 0 
items added to this program as time went on, but they were special} go into 
problem items. agreeme 

I think you can’t answer this precisely because ultimately every} ernment’ 
item could be furnished in kind. But when you take into account| toopere 
the Lao Army logistical system in juxtaposition to the Department of Mr. } 


Defense logistical system, there are many supply operations that 1956 bu 
don’t match, and to bring this on requires a very Substantial logistical Mr. D 
detail and logistical effort that I think gradually we have been moy-} militar) 
ing into. mately | 

Mr. Reppan. Do you have any comment on the testimony that the} about $ 
committee has already received that the Lao budget contained about Mr. h 
$17 million annually which was used for nonindigenous purchases Mr. p 
and which we could have supplied and, therefore kept control over Mr. \ 
the dollars? Mr. fi 

Mr. pePavut. I believe that figure is approximately correct al- Mr. \ 
though I would say it is on the high side. This is simply the total Mr. I 
budget requirements minus the cash item, such as pay and allowances | Mr. def 
It is clear to me that a very large percentage of that total of $17 Dr. ¥ 
million at that time did consist of items which were directly or in- | Bot, I de 
directly brought in from the outside. Mr. I 

As I say, we programed initially $3.6 million of that for supply of the r 
in kind; or $3.6 million of that kind of material. We progressively Dr. 4 
programed other items. More could have been done had we had Amen'- been tra 
can logistical people in the Lao Army to develop requirements, and they are 
had we had systems for anticipating requirements, and handling Mr. I 
them on a bulk basis. afternoc 
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J myself, I think, estimated at one time that between $5 million 
and $10 million additional supply in kind could be laid on with 
the proper kind of effort, and this would result in some savings. 

I think it is clear, as I testified before the Passman committee or 
the Zablocki committee, I think, last year, there are many instances 
where we demonstrated conclusively that supply in kind through 
US. channels was an economical and money-saving device. It was 
always our position to maximize this to the extent practi ‘able. 

Mr. Meaver. Just to cut this off, because I think we could go on 
endlessly, Mr. de Paul, is it your testimony that except for the non- 
military economic aid on which Mr. Moore, your deputy, worked in 
the preparation of the budget requests, you had complete responsi- 
bility for the requests that came forward to Washington for aid to 
Laos | 

Mr. pePauu. Together with the Embassy, yes. In 1956—— 

Mr. Monacan. Do | understand correctly that from January 1955 
until the beginning of our fiscal year 1956 you were operating on the 
basis of an annual expenditure of about $45 million? 

Mr. pePaut. I would say during this period we were operating 
on no annual basis. 

Mr. Monacan. I understand that, but at the rate of. 

Mr. pePaut. Approximately, yes. $3 million a month. 

Mr. Monacan. Then when the 1956 budget went into effect, sub- 
stantially the same rate was continued for that year. Is that correct? 

Mr. peEPaut. That is correct, sir, except that the 1956 budget, in 
terms of improved military budget support requirements, did not 
go into effect in July of 1955. It took quite a long time to reach 
agreement both in Washington and in the field with the Lao Gov- 
ernment as to what the annual rate would be. Meantime we had 
to operate on a month-to-month basis. 

Mr. Monacan. I understand that, but that was the rate for that 
1956 budget ? 

Mr. pePaut. I would say for the first 2 years of the Lao Army 
military budget support that the rate of expenditure was approxi- 
mately $3 million a month, or $36 million or $37 million. Let’s say 
about $72 million for a 24-month period. That is correct. 

Mr. Monacan. Then there was the $7.5 million in addition to that? 

Mr. pePaut. Approximately. 

Mr. Monagan. I think we wil] suspend here then. 

Mr. Reppan. May I ask one question, Mr. Chairman ? 

Mr. Monacan. Yes. 

Mr. Reppan. Dr. Moyer, did you receive all copies, or copies of all 
Mr. dePaul’s recommendations with respect to the budget ? 

Dr. Moyer. Certainly our office did. Whether I personally did or 
not, I don’t know. 

Mr. Reppan. At the office would you have a file which contains all 
of the recommendations of Mr. de Paul with respect to the budget ? 

Dr. Moyer. I should think so. Whether or not any of them have 
been transferred out of Washington I am not quite sure, but certainly 
they are either here or wherever the files are. 

Mr. Reppan. Could you have someone bring that file back here this 
afternoon, please ? 
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Dr. Moyer. May I leave it this way: We will do our best to get them 
complete, but they are not all in one place. They may be in a nym. 
ber of places. May I have again what you want. 

Mr. Reppan. Yes, sir. All of the recommendations which Mr, dg 
Paul made from the time he went to Laos until he left there, with rp. 
spect to the Lao budget. I understand that there was a period of time 


where he made interim recommendations before he made the firg | 


recommendation for the first full year. I would like to have thogg 
interim recommendations, together with at least the first ful] year 
recommendations. This would cover letters and cables as well ag for. 
mal program submissions. 

Mr. pePact. May I add, sir, that many of our recommendations on 


this score went forward from the Embassy over the Ambassador’s sig- | 


nature. I would have participated in those recommendations. 


Mr. Reppan. They would all come in, however, to Dr. Moyer, Is | 


that correct ? 

Mr. pePavu. They would all be distributed to ICA. 

Dr. Moyer. I would get copies. 

Mr. Reppan. You would have copies of everything, regardless of 
whether they came from the Mission or the Embassy ¢ 

Dr. Moyer. Yes, sir. I will phone to get this. If we cannot get it 
by 2 o’clock we will certainly get it later. 

Mr. Monacan. And you will make available the copies of these doc. 
uments from which you have testified ? 

Dr. Moyer. Yes, sir. And there are a couple missing which I wil] 
get and complete it. 

Mr. Grant. May I say something off the record ? 

Mr. Monaaan. Yes. 

(Discussion off the record.) 


Mr. Monaean. On the record. Mr. Corcoran, you will cooperate | 


with them, will you? 

We will adjourn until 2 o’clock. 

(Whereupon, at 12:30 p.m., the subcommittee recessed until 2 p.m. 
of the same day.) 


AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. Let the record 
show the presence of Mr. Griffin and myself, constituting a quorum. 

Mr. Reppan. When we recessed for noon, Doctor, there was a ques- 
tion of what other information ICA might have in its files relative 
to the recommendations of the mission in establishing a level of aid. 
Have you had an opportunity to check your files yet, Doctor? 

Dr. Moyer. Yes, but I have found that the 1955 records were in 
what we call storage and we won’t be able to get them until tomorrow, 
but we can get them by tomorrow, we were informed. I found two 
documents in our own files bearing on what we did in Washington, 
but I have nothing, I am sorry, to present for the record, from the 
field. 

Mr. Reppan. How complete are the files in your office, do you know, 
Doctor, with respect to these documents which emanated from either 
the Mission or the Embassy in establishing a level of aid for Laos? 

Dr. Moyer. Generally they are fairly complete and I assume that 
that is true in this particular case. 
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I haven’t seen them, so I am just assuming. In matters of this 
gort we keep a pretty complete file. 

Mr. Reppan. Would the Lao desk have a complete file of those 
documents ¢ 

Dr. Moyer. After a certain—we have a central file. The Lao desk 
keeps certain things of a current nature. But the complete file is kept 
in our central file and after a certain date they are put in storage, 
and that is what has happened to this 1955 year. 

Mr. Reppan. These documents are all in a single file, as you un- 
derstand it? 

Dr. Moyer. Whether they are all in one file or not, they are fairly 
together. I think it would not be too much difficulty—I am pretty 
sure they are not all just in one bundle. But they are together in a 
certain section, as I understand it, from which I believe we could pull 
them out. It would require going through several, or some different 
folders. But I believe we can do it. 

Mr. Reppan. If you could do that, Doctor, so that we could have 
them at the earliest possible moment, we would appreciate it. 

Dr. Moyer. Yes, sir. I was told that they could deliver them to 
us from storage tomorrow and I will have my staff get right to work 
on them. I have been assured by the Department of State that they 
will cooperate in clearance, in anything that may be in their series. 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

Mr. Reppan. Doctor, as I understand your testimony this morn- 
ing—correct me if I am wrong—it was that the level of aid was deter- 
mined to be the amount needed to support an agreed-upon level of 
forces; is that a fair paraphrase of your testimony ? 

Dr. Moyer. For direct military support it is the amount necessary 
to meet the military budget for the forces that they have. 

Mr. Harpy. Wait a minute. Say that over. Military budget for 
the forces that they have? 

Dr. Moyer. Yes, sir. 

Mr. Harpy. Doesn’t that relate to the military budget for the level 
of aid established by the military, by our military people? 

Dr. Moyer. Yes, sir. 

Mr. Harpy. Then it wouldn’t necessarily conform to forces that 
they have, would it ? 

Dr. Moyer. Well, we have been meeting 100 percent. I meant it in 
the sense that we have been meeting 100 percent of the budget after 
screening by our people. 

Mr. Harpy. That is the key to the question that is involved here. 
You talk about making a budget required to support the military 
forces that they had, and that immediately that we have taken over all 
of their forces regardless of what they were, without even knowing 
what they were, and I don’t like that implication. If that is accurate 
Ithink we ought to understand it. 

Dr. Mover. Well, sir, we have been meeting 100 percent of the 
military budget after screening. 

Mr. Harpy. I don’t know what “screening” means. That seems 
to me to be the key to the problem that I have. We talked about that 
a little this morning. When we talk about the military forces that 
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they have, does anybody know what they have? How do we arriy, 
at what the actual amount required is? 

Dr. Moyer. This is something that the military can speak much 
better on than I but I will give you my impression, as far as I knoy 
the situation. 

I have been told that the military people believe they do knoy 
within a very close approximation, what the number is. As for hoy 
we arrive at that number, the Lao Government had on its hands, whey 
they took over, whatever the forces then were. They were reduced to 
some extent—a figure was mentioned this morning—from 28 to 95, ] 
believe it was down around 23 at one time. But I don’t see how we 
could just say, now, that Laos ought to have 10,000 so we will stay 
supporting 10,000. At least when they took over they had the forces 
and it was felt that we had to support what the army was. 

Mr. Harpy. That was 1955? 

Dr. Moyer. Yes, sir. 

Mr. Harpy. I am assuming from your testimony that that same 
philosophy has continued since we first went in there. 

Dr. Moyer. Generally 

Mr. Harpy. Here is the conflict that I find with it, and maybe] 
have misunderstood the testimony that we have received heretofore. 
But I had understood that our military people arrived at a level of 
forces and that from that the level of aid was determined on the basis 
of what was necessary to support the level of forces which had been 





— - 


predetermined. Now you are telling us something entirely different | 


with respect to Laos. 

Dr. Moyer. I naturally am not privy to all the decisions of the 
Joint Chiefs of Staff and that operation, but my understanding jg 
that at least at the present time it is agreed that we shall support the 


number that they now have, so that 1 wouldn’t think that my testi- 
mony 





Mr. Harpy. We have made our level of forces conform to what they 


have; is that the idea that you are trying to get across? 

Dr. Moyer. I don’t know the processes but I think the fact is, my 
understanding of the fact is that we do support the number that they 
have. ‘ 

Mr. Harpy. Just so that we can clear this up, let’s raise a question 
about another country that falls within your bailiwick. What about 
Formosa? How is the level of aid determined in Formosa as it relates 
to the military forces? 

Dr. Moyer. That is different. We do it differently in Formosa, 
We do not, of course, in Formosa, support 100 percent of their budget. 
They support around, or have supported until this year, around 8 
percent of it themselves. Our support has been a relatively small 
part. We agree with them on certain specific projects of a military 
nature that we will help them to support, and this is by agreement 
over and above what they think they can support themselves, 

Our aid doesn’t relate to a specific force level. What the military 
assistance does by way of providing arms and ammunition, that I 
don’t know. But in Formosa the economic part of it doesn’t tie in 
directly to a force level. 

Mr. Harpy. You mean the economic aid which we set up for For. 
mosa is not based-upon the level of forces that we have determined is 
necessary ? - 
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Dr. Mover. The economic aid in Formosa is the amount which we 
believe is necessary 1n order to maintain economic stability with the 
forces that they have and the spending that they have. Ly 

Mr. Harpy. But isn’t a major factor involved the number of mili- 

; forces ¢ 
ee. Yes, sir; that isa major factor. 

Mr. Harpy. Then the level of forces which is fixed does have a direct 
bearing on the level of economic aid which has to be supplied ? 

Dr. Moyer. It has some bearing. It does. You are correct. 

Mr. Harpy. It has more than some bearing, or so I have been led to 
believe heretofore, but maybe we have been totally misinformed. I 
am having a little trouble understanding the relationship now be- 
tween the level of forces and the level of aid in Laos if you simply 
said we are going to take over and put up all the money that is neces- 
sary for whatever forces you have. That is apparently what your 
testimony indicated. I thought there was some military significance 
on the level of forces. 

Dr. Moyer. My understanding is that the agreed force level in Laos 
is what they have, around 25,000. So that we are agreed in that case. 
In the case of Formosa, our aid is not tied directly to any force level. 
Itis tied to what we think is necessary. 

Mr. Harpy. You must have some reason for what you think, Doctor. 
If you are going to pull something out of the hat—and I have thought 
for some time that is what happens—unless there is some tieup of 
your economic aid to the military aspects of it, based on military con- 
siderations, I am afraid that all of the representations as I have un- 
derstood them, made to us and to the Foreign Affairs Committee, 
have been misleading. 

Dr. Moyer. I don’t think the facts should be misleading. Again in 
Forniosa it is tied to what we think is necessary in order to maintain a 
reasonably stable situation with the spending that they have. 

(Discussion off the record for security reasons. ) 

Mr. Monacan. On the record. When you speak about economic, 
isthat more or less a direct nonmilitary aid program ? 

Dr. Moyer. It is the economic support which we give which we 
feel is necessary in order to keep things reasonably stable internally 
in the face of maintaining their military forces and the spending that 
they have for them. 

Mr. Monacan. It is not a direct expenditure for military as such? 

Dr. Moyer. Just in this way: that when we import commodities, 
local currency is generated and a part of that is devoted for the internal 
cost of the military projects. So that is direct support to the military. 
That is a portion of it but only a portion. 

Mr. Monacan. But there would be no direct payments in the form 
of assistance, specific nonmilitary projects or anything like that? 

Dr. Moyer. Part of this assistance is in nonmilitary projects. 

Mr. Monacan. Is that capital improvement ? 

Dr. Moyer. To a certain extent, yes, sir. 

Mr. Monacan. What else? 

Dr. Moyer. It is about 50-50 in the case of Formosa. About half 
of it is to import commodities which keep the economy running and 
the other half, approximately the other half is for projects. 
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Mr. Monaaan. Is it the feeling that the total of the two is Necessary 
to keep the economy balanced ? 

Dr. Moyer. We think so. 

Mr. Monagan. And therefore if there were a reduction of op 
in order to keep the balance there would have to be an increase Within 
the other? By “within” I mean the military. 

Dr. Moyer. Yes. There is always this possibility of shifting, W, 
think that it would be. 

Mr. Monaean. I wonder if that had something to do with what you 
have been saying before about maintaining that level of forces? 

Dr. Moyer. We approach this commodity side by examining what 
they think they are going to need by way of imported cotton and wheat 
and other things, and then how much they can pay for themselyeg, 
Then we help to make up the difference. if we reduced the amount 
on the military side then they would have to shift and we would haye 
to put—we would put our part of it over on the economic, and they 
would shift more to the military. 

(Discussion of budget figures off the record for security reasons.) 

Dr. Moyer. Then I was wrong. But I think I did say that I dont 
follow that too closely. My impression was—and I really thought so— 
that they were about equal. But I was wrong. 

Mr. Meaper. I have this question in my mind, Dr. Moyer. Wouldn't 
that be an important thing for you in your position to know the 
amount of military aid that goes to one of the countries under your 
jurisdiction ? 

Dr. Moyer. The amount of military aid isn’t related directly to the 
amount of economic aid. 

Mr. Meaper. No, but it isn’t something you should disregard 4l- 
together, is it ? 

r. Moyer. Well, I don’t disregard it altogether but my mind isnt 
one of the best for figures. There are just a lot of figures that I don't 
keep in my mind. I do see these figures and my impression was that it 
was about the same. Quite obviously I was wrong. 

Mr. Harpy. Let’s get back to the point we were working on a while 
ago, in connection with the establishment of a level of aid as it relates, 
as we thought it related to the level of forces. 

It has been shown that the relationship in Taiwan is indirect. We 
have not been able to establish the extent to which it is related in Laos 
Apparently we accepted what was there. It looks like each country 
has a set of rules all by itself. I don’t know. I expect that maybe we 
will find a closer relationship in Vietnam. That is another one of your 
countries I believe, isn’t it, Doctor ? 

Dr. Moyer. Yes, sir. 

Mr. Harpy. Do you know how the level of aid is determined in 
Vietnam? Is it directly related to the level of forces? 

Dr. Moyer. It certainly is on the military budget support side. That 
is worked out in this way: the Government of Vietnam draws up what 
it thinks is a reasonable budget for its military forces. They present 
that to our MAAG mission in Saigon, and they then study it. During 
the study we usually have an observer, although we are there in ob- 
server status in this particular operation. They go over it chapter by 
chapter and finally agree with the Vietnam Government on what would 
seem to be a reasonable military budget. Then in the next stage we get 





| 


| 
| 


| 
| 


| 


eee sc LL 








into it a g 
budget h 
much do 
the origi 


have. 


Mr. Hz 
of Staff d 
Dr. Mc 
accurate ¢ 
Mr. H. 
wo have | 
basic phi 
it did dir 
find a set 
very littl 
whether | 
tion of th 
Dr. Mi 
you pay 
tirely be} 
of Korea 
strength 
economic 
million ¥ 
million. 
to suppo! 
tion is an 
Mr. H 
understa! 
had thou 
reliable. 
trary fig 
partment 
much cla 
Here i: 
becoming 
these bu 
respect ts 
In orde! 
of the anr 
been gene! 
authorizat 
for this pr 
of the pro 


Here is t 


Thus th 
conditione 
support. 

Dr. M: 
it isn’t n 
we think 
of the sp 





al- 


n't 


nt | 


it 


We 
108, 
try 


pur 


hat 
hat 
ent 
Ing 
ob- 
by 
uld 


| 


UNITED STATES AID OPERATIONS IN LAOS 815 


intoit a good deal more intimately because then the question is of this 

t how much does the Government of Vietnam take and how 
much do we help to support. This budget is, of course, to get back to 
the original question, directly related to the number of forces that they 


have. [Deletion for security purposes] 


Mr. Harpy. Isn’t it true that until fiscal year 1959 the Joint Chiefs 
of Staff did not recommend a level of forces in Laos? 

Dr. Moyer. I honestly don’t know. I am sure your records are 
accurate on that. I don’t happen to know. 

Mr. Harpy. The thing that disturbs me about this testimony that 
wo have just been going through is what seems to be a conflict in the 
basic philosophy. We had heretofore been given to understand that 
it did directly relate to the level of aid that was determined. Now we 
find a set of circumstances where apparently the level of forces plays 
very little part in determining the level of aid. Frankly, I wonder 
whether there is any yardstick by which we can measure the justifica- 
tion of the figures that are used for the level of aid. 

Dr. Moyer. Mr. Chairman, it would not be a yardstick in which 
you pay one man in the army so much money, because it depends en- 
tirely beyond that on what the economic situation is. Take the case 
of Korea. The troop strength there is approximately what the troop 
strength in Formosa is. But in Formosa they have a good deal better 
economic situation. We are providing in the neighborhood of $70 
million while in Korea it has been anywhere from $200 million to $300 
million. So it isn’t a direct relationship in the sense of so much money 
to support so many people. It depends on what the economic situa- 
tion is and how much they can support themselves. 

Mr. Harpy. We have been trying for a period of years now to 
understand the processes by which the level of aid is determined. I 
had thought that we had gotten some definitions that were reasonably 
reliable. I am at the point now of believing that they are just arbi- 
trary figures of somebody in ICA. Maybe with the help of the De- 
partment of State, I don’t know. But certainly we haven’t got very 
much clarity on the subject this morning. 

Here is the kind of statement that we are used to reading, and I am 
becoming more of the opinion that we have to take what appears in 
these budget presentation books with a grain of salt. This is with 
respect to Laos and it is the master program book: 

In order to achieve this security, the program has supported a major portion 
of the annual military and police budgets. Local currency for this purpose has 
been generated under the nonproject aid sector either through the procurement 


authorization procedure or by the device of cash grant and the dollars required 


for this purpose have consistently represented the overwhelming preponderance 
of the program. 


Here is the key sentence: 


Thus the program dollar aid level of defense support funds has been primarily 
conditioned by the local currency requirements for military and police budget 
support. 

Dr. Morrr. This, sir, in Laos in the past has been largely true. But 
it isn’t necessarily true in other countries. The basic criteria is what 
we think it takes in order to maintain reasonable stability in the face 
of thespending for these forces. 
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What that takes in different countries varies with the situation Mr. H. 

Mr. Harpy. If we could have some guidance as to what the factors the load 1 
are that enter into that picture, I think it might be helpful. Upt,| Dr Mc 
now I think that we have been led down the primrose path, and I hope | evel if w 
we don’t have the same results. interest t 

Mr. Meaper. Dr. Moyer, I have held the opinion that for the defeng, | any one ¢ 
of the United States and its interests it is important for us to have ag} _ with ther 
friends among the foreign countries those which have an intense desire | they hav 
themselves to preserve their independence and to provide whatevey {it is righ 
is necessary in the way of troops and military establishments to defenq | themselv 
their independence. Would you agree with that statement? ina pract 

Dr. Moyer. Sir, you are not going to get very far unless they do But th 
have this intense desire. I don’t make policy. There might ‘cop. | 1° the 
ceivably be situations which are so much in our own interest that we a perfect 
would go in and help even without what might be defined as an inten | . MI: M 
desire. But without a very real desire you are not going to get very | foreign 8 
far. ; "| aid; isn t 

Mr. Meaper. Would it follow, from what we agree upon ther, Dr. Mi 
that the maximum that the country could do in its own behalf, and at crutch w: 
its own expense, would indicate a greater and more intense desire to I think i 
preserve its independence and therefore be more valuable to us as an of a situs 





ally than a country that looked to us to finance all of its national de. Mr. Mi 
fense expenditures ? ) Mr. H 
Dr. Moyer. As to financing all of the defense expenditures, again Mr. Rr 
this comes down to the ability of a country. There is first the amount of the Ee 
of money put into 
Mr. Meaper. I am eliminating the matter of ability. I am talking Dr. Mc 
about the country that is exerting itself to its maximum ability as com- said this, 
pared with one that is more or less saying if you want us to defend you, what 1s ; 
you pay the expense of it. . | proaches 
Dr. Moyer. Certainly the desire and conviction and effort on the | eer sit 
part of the country is essential, and you have a far better situation spending 
where this exists. t _ The ac 
Mr. Meaper. This leads to this final proposition which I would like | ™ fact th 
to have you agree or disagree with, that to the extent that we re tothere v 
quire that the recipient government exert itself to the maximun, we We use 
are furthering our own defense interests, and that in contrast to that, and as fo 
when we are more liberal and finance things which the government . 
reasonably ought to finance itself, we are actually weakening our| . 4) Rr 
defenses. . inal judg 
Dr. Moyer. The difficulty comes—in principle I agree with you. a Mc 
Mr. Mrapver. That is all I was talking about, was principle. rn ae 
Dr. Moyer. The practicalities are that when you get down to nuts area 
and bolts, down to the specifics as to what they can do of themselves, an 
this is where the problem arises. ak two 
Mr. Meaper. I agree that the application of these principles might i M 
be difficult. But it is basically true, is it not, that to the extent that atid th; ; 
we are tough bankers with our financing and our grants, we are ac- me ti - 
tually furthering our defenses by requiring these recipients of our aid an te 
to do the utmost in their own behalf which they ought to do whether Dr M 
we were helping them or not? ; not all f 
Dr. Moyer. To the extent that we can convince them, I would go sien 


along with you a hundred percent. 
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Mr. Harpy. So if we can’t convince them then it is up to us to carry 
the load for the whole world ? : 

Dr. Moyer. The second part of what I was going to say : sometimes 
even if we can’t convince them, I think it is in our interest and their 
interest to do it. But here is the fine line. We are not sovereign in 
any one of these countries. We achieve our objectives by cooperation 
with them. And here is where the difficulty comes. On their side 
they have their story. But on our side this is taxpayer’s money and 
it is right and reasonable that the country being aided should exert 
themselves to the utmost. But, trying to put these two things together 
ina practical situation 1s where the difficulty comes. 

But this is a problem which we face in almost every country and it 
ig one that we are very much concerned with and I don’t feel we have 
aperfect answer to. nM ; 

Mr. Meaper. I am still in the realm of principle. Overspending on 
foreign aid actually weakens or works against the purposes of foreign 
aid; isn't that correct 2 . 

Dr. Moyer. Overspending to the extent that a country develops a 
crutch without awakening and doing what it ought to do of its own, 
[ think in the long run is weakening, and we do try to avoid that kind 
of a situation. 

Mr. Meaper. Thank you. 

Mr. Harpy. Let’s get back to where we were, Mr. Reddan. 

Mr. Reppan. Doctor, was any determination made as to the ability 
of the Lao economy to absorb the amount of economic aid which we 
put into it prior to the amount that we budgeted for the country ? 

Dr. Moyer. No detailed effort was made beyond this, as I think I 
said this morning, that in an unknown situation where you don’t know 
what is going to happen, one of the natural measures, natural ap- 
proaches which you would follow and which we have followed in some 
other situations, is to try to provide for the spending, for the extra 
spending which the activity is going to require. 

The activity in this case is the armed forces of Laos. We did not— 
in fact there weren’t any statistics available. Even if we had wanted 
tothere would have been nothing available. 

We used the one measure that has been used in a number of cases 
and as far as I can see it is all that we could have done under those 
circumstances. 

Mr. Reppan. Did there come a time when you found that your orig- 
inal judgment was not quite correct, sir? 

Dr. Moyer. Yes, sir. I went on record on that this morning and I 
will repeat it. As time went on, and we noticed for instance that 
foreign exchange reserves were beginning to pile up, that in itself was 
one evidence that we were probably not on the right track. There 
were two things involved. One of them of course being the exchange 
rate, 

Mr. Meaper. Excuse me. Might I say, you are repeating what you 
suid this morning and I had the same inclination this morning. You 
mentioned that as one of the indications that we were spending too 
much in Laos. What other ones do you have in mind? 

Dr. Moyer. That was the most obvious one. We knew also that 
not all of this money was going for the purposes intended. We knew 


| that some of it was filtering into pockets. This was another indication 
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that if all of it had not gone for the purposes intended—I SUPpos 
roughly these are the two, the two that I would think of. 

Mr. Meaper. And I think you confirmed the GAO statement tha 
it permitted luxurious living, that it was actually bad public relations. 
for the United States. 


Dr. Moyer. I think that there were a few people for whom it pep. 


mitted luxurious living. I am not well informed on that particulgy 
aspect of it. Iam certain that some of this money ; 
fr. Meaper. You said we got bad publicity ? 

Dr. Moyer. Bad publicity, certainly. This I do agree with. Som, 
of this money of course made its way outside the country, and itsidn’t 
necessarily reflect itself in luxurious living within Laos. It might 
result in people building up a bank account outside of Laos. 

Mr. Meaper. I think you also agreed with the GAO statement that 
with $100 million of gross national product that half that much in aid 
was more than the country could absorb, and that the economic results 
indicated that we were overspending. 

Dr. Moyer. I don’t think I commented on that this morning. That 
might have been an indicator. I haven’t thought too much about that. 
Presumably it would be. I hadn’t thought about it. 

Mr. Reppan. In the hearings before the Subcommittee on the Fa 
East and the Pacific, of the Committee on Foreign Affairs, held May 
7 and 8 of last year, this statement appears as a submission from ICA, 
and I would like to get your comment on it, Doctor. It says. . 

It is not true, as implied here, that cash grants were given because the economy 
of Laos could not absorb enough imports to generate the necessary kip. Cash 
grants were used as a means of generating local currency entirely because it was 
impossible to obtain quickly enough the amounts needed by established pro 
cedures using procurement authorizations for financing import of salable com. 
modities. 

Did there ever come a time when procurement authorization would 
produce enough kip tocarry the program ? 

Dr. Moyer. They never have, snl aout see prospects at the present 
time, either. ,. 

Mr. Reppan. As of 2 years prior to this report, hadn’t you received 
a report to the effect that $15 million would be approximately the 
amount of imports that the country could absorb? 

Dr. Moyer. Yes, sir, we had received such a report. 
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Mr. Reppan. This submission of ICA goes on to state: 


At the same time a commodity import program under normal procedures was 
inaugurated to make a start in building up a pipeline which eventually would 
make it possible to reduce or eliminate cash grant operations. 

You just testified that never did occur. 

Dr. Moyer. We did set aside money for that purpose and hoped that 
we could function through procurement authorizations, regular pro- 
curement practices. Some improvement was made but we never were 
able to obligate sufficient funds through procurement authorizations 
to meet the need. 

Mr. Reppan. As I read this submission of ICA, it seems to indicate 
to the committee at the time it was made—I believe this was the Zab- 
locki committee—that these cash grants were just a temporary thing 
and that the pipeline was expected to take over, but there is no indi- 
cation here that that ever materialized. 

Dr. Moyer. If that is the implication it shouldn’t have been put 
inthat way. We hoped, and we obligated, as I say, we set aside money 
for this purpose, hoping to operate in this way, and I might mention 
that this actually did happen in both Vietnam and Cambodia. The 
first year we had cash grants in both of those countries and we were 
able—I don’t think in either of them, although there might have been 
a slight amount the second year—we very quickly got out of the cash 

nt business in both of those countries. We hoped and we thought 
there was reasonable expectation to think it would happen in Laos. 
It didn’t. 

Mr. Meaver. Will counsel identify the hearing, the page number? 

Mr. Reppan. That was on page 4 of the hearings of May 7 and 8, 
1958, before the Committee on Foreign Affairs, House of Representa- 
tives. 

Does the Government of Laos make any contribution at the present 
time for support of the military budget ? 

Dr. Moyer. No, sir. 

Mr. Mraper. Incidentally, Dr. Moyer, what is the total budget of 
the Government of Laos, do you know? Do you have it for different 
years? I would like to have it in the record 1f you have it. 

Dr. Moyer. It would be better for me to supply it for the record. 
Their total revenues excluding U.S. aid have been running around 
20 million to 25 million, as I recall. This includes other forms of 
assistance, such as from the French. 

Mr. Meaper. Dollars? 

Dr. Moyer. The equivalent in dollars; yes, sir. And with the mili- 
tary budget their total budget, as I recall—I think this is not far 
wrong—has been running in the neighborhood of $7 million, includ- 
ing the military budget and some deficit that they have incurred. It is 
in that general magnitude. I would be glad to supply the figures for 
the record. 

Mr. Harpy. I think it might be a good idea to have them. 


41067—59——-53 
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(ICA subsequently submitted the following table :) 


Central Lao Government finances, 1956-59 


[M illions of dollars] 


item 1956 ! 1957 2 1958 1959 4 
A. Rev 1 
\; Petal: .- ebtiaatick cde ak sods 55. 59 65. 99 0.71 1959 figures 
( ‘le ( 
2. From domestic sources 5_~ - = on 1 l l ) _ = 
» iesoens 2m | Teasons 
Receipts 99 
b) Customs duties 13. 93 
Otner_.- . P = ‘ . 66 
3. U.S. grants... ; P : 40. 11 40. 11 38. 51 
$. Other foreign grants §...........-.- 7.19 8.17 4. 59 
B, Expendit 
1. Total - th Bn ae Le 63. 02 77.42 66.91 | 
2. National defense 7__ _ 34. 91 35.19 25. 99 
3. Al! other current (civil) §- ae 15. 99 29. 11 25. 22 
4. Capital outlay (civil) ® 12. 39 13. 11 17.11 
1) Financed by United States-__| 5.19 4. 04 12. 51 
Financed by other countries 7.19 8.17 ) 
©. Deficit 
1. Before foreign grants. ti — 54.99 — 59.71 49. 31 
2. After non-U.S8. grants the acl —47.79 —51. 54 —44 71 
3. Aft jl foreign grants Swtaiiia 71 —11.42 6.19 
D. Financing of the deficit: 
1. Advances to the Treasury... ..-.-- 3. 39 2.79 9, f9 
Ze" n financial ets 4.31 &. 62 3. 39 
— = Ze —_— TS 
1 Fiscal April 1955 to March 1956, 
2 il | 1 April 1956 to June 1957 and comprises 15 months 
3 Fiscal ly 1957 to June 1958 (Budget 
4 Fiscal } July 1958 to June 1959 (preliminary budget estimate); data exclude kip 350,000,000 receipts 
from the revaluation of the kip dollar exchange rate from 35 kips to 80 kips per 1 U.S. dollar (windfall), 
6 Essentially custor eceipt 
6 Mai fr I 
7 Entir { l. 
8 Financed by United States and other foreign grants. 
9 Include ertain amounts for current civil expenditure which cannot be separated and reclassified, 


Mr. Meaper. What you have indicated is that the Government of 
Laos is putting up about one-third of its budget, and we are putting 
up the rest; is that it? 

Dr. Moyer. It is something of that nature, yes, sir. 

I have here figures for 3 years. Their total revenues excluding 
U.S. aid, over this 3-year period from 1955 to 1958, for example, 
went from 15.5 to 25.9. This has been, as I indicated, around 20 per 
year, and thus roughly about a third of total expenditure. Just about 
a third. Ilowever, these figures include income beyond that derived 
purely from their own domestic revenues, which were substantially 
below there figures. 

Mr. Harpy. We have been putting about twice as much in the Lao 
governmental budget as they are. 

Dr. Moyer. Including the military budget; yes, sir. 

This of course includes the military. The total expenditure figure 
that I referred to, averaging some $70 million, includes their ex- 
penditure with the military budget in it. 

Mr. Harpy. What rate of exchange is that computed at, Doctor? 

Dr. Moyer. The last of the figures quoted was for the year ended on 
June 30, 1958, and it iscomputed at 35 to 1. 

Mr. Meaper. Do you mean all of those figures that you have cited 
were 
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Dr. Moyer. They are converted at the old rate. 

Mr. Harpy. At 55 to 1? 

Dr. Moyer. Yes, sir. i , } ; 

Mr. Harpy. Which means that their contribution is somewhat in- 
fated over what the free market rate would have made it, is that 
right ¢ ; 

‘Dr. Moyer. You would have to go back to the actual kip expendi- 
tures. We provided in kip—they were both cal ulated at 3d to + 
that 1s, their expenditures as well as what we contributed, Of course 
it would be diflicult to know what the expenditures would have been 
under another exchange rate. Perhaps you might say it 1s somewhat 
overinflated. It would depend on what the kip expenditures were. 

Mr. Harpy. Don't you have what their kip expe nditures were, Or 
do you / 

Dr. Moyer. Not on this table, but 

Mr. Harpy. Even so, regardless of that, if we take what they have 
expended in kip and convert it to dollars at the rate of 35 to 1, you 
know very well that the kip that we put up they got more than 35 to 1 
for. The dollars that we put up they got more than 35 kip for. So 
a good deal of their budget came up on what they made on the ap- 
preciation of our dollars. 

Dr. Moyer. I believe that the Lao Government didn’t vet the dif- 
ference, because when the cash orant cheeks were turned over, they 
were given by the Government to the National Bank, whereupon the 
National Bank credited the Government’s account with the equival- 
ent in kip at 35 to 1. It wasn’t the Government that benefited iy the 
discrepancy. 

Mr. Harpy. Then you are saying that all of this money that we 
put up, when they had an official rate of exchange of 35 to 1, that 
the difference between 35 and 80, which apparently was about the go- 
ing rate about that time, was all absorbed by somebody else ? 

Dr. Moyer. To the extent that others profited, it was by private 
individuals. 

Mr. Harpy. I don’t know what you mean, “to the extent others 
rofited.” You just said the Government didn’t get any of it. I am 
Eteniti« to wonder now, if it doesn’t look as if actually our aid cost 
us just about three times as much as it should have for what we got. 

Dr. Moyer. That involves a good many assumptions, some of which 
wouldn’t necessarily have been true. We have, with the new system, 
lowered the cost and almost certainly if we had been able to get an 
adjustment earlier it would have lowered the cost earlier. 

Mr. Harpy. Let’s go ahead. 

Weare running around in circles. 

Mr. Meaper. Dr. Moyer, then the monetary reform did not injure 
the budget of the Lao Government because they never were getting 
more than the official rate anyway ; is that correct ¢ 

Dr. Moyer. They were getting more than the official rate, but there 
have been two other effects on the budget. This is why I am hedging 
because there has been an effect on the budget. 

One, there has been a substantial reduction at least for the time 
being in imports, therefore their customs revenues have declined. 
Also certain items in the Government budget were produced and paid 
for at the rate of 35 to 1. They now have to procure them and pay 
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for them at the rate of 80 to 1. So there has been an effect on the 
Government budget in those ways. 

Mr. Harpy. How did we comply with the estimates for the cash 
grants that we were to put up for the Lao Government’s operation in 
fiscal years 1957 and 1958? Let me put it another way. I have 
before me figures indicating that for the fiscal year 1957 it was repre. 
sented to the Congress that there would be $1614 million in cash grants 
for Laos. Actually when the figures were in we put up $30,752,000: 
almost twice as much. And it was represented for fiscal year 1958 
that we would use $8,300,000, and instead we put up $20,640,000. Do 
you know why we should have been that far off in our calculations? 

Dr. Moyrr. The only reason that there is, on the basis of what we 
had succeeded in doing in Cambodia and Vietnam we were much more 
optimistic than the results warranted. We did not get the procure- 
ment authorization system working as we had hoped that we could. 

We had by that time gotten railway connections established, cer- 
tainly toward the latter part of this period, with Bangkok. We 
thought that was going to help substantially. We had obligated 
funds. We had hoped and expected that the goods from those funds 
would be coming in, counterpart would be generated, and we would 
increasingly get on this basis, but it didn’t happen. 

Mr. Harpy. I am impressed by this one aspect of it. You started 
in 1957 with a budget of about $16 million and spent over $30 million. 
Then in fiscal 1958 you had an estimate of $8 million. Certainly you 
should have been able to take a little better page out of the preceding 
year’s experience. You have come up with something different now, 
with a pretty heavy figure for fiscal 1959. You don’t give an indica- 
tion as to what the actual expenditure was. Has that been completed? 
Do you know now ? 

Dr. Moyer. It has not yet been completed. 

Mr. Harpy. Not quite finished ? 

Dr. Moyer. No, sir. 

Mr. Harpy. So we don’t know what that is going to be. The pro- 
posal was $18 million for fiscal 1959. Do you know by how much you 
have already exceeded that ? 

Dr. Moyer. We haven’t exceeded that because we are still expect- 
ing that we are going to be able to get through 1959 with approxi- 
mately the $21.2 million that we had. Of that $21.2 million there is 
something like $6 million in project aid. So that the total of non- 
project is less than $18 million, therefore cash grants couldn’t be al- 
ready as much as $18 million. But I don’t have the precise figures. 

Mr. Reppan. Doctor, do you know whether that $18 million was 
based on the rate of 35 to 1, that $18 million proposed for 1959? 

Dr. Moyer. When these books were prepared 

Mr. Reppan. This is for fiscal 1959. 

Dr. Moyer. That is in the current book, is it? 

Mr. Bray. The 1959 budget presentation book gives a total non- 
project assistance figure, proposed for 1959, of $24,910,000, of which 
$18 million is proposed for cash transactions. 

Mr. Reppan. Do you know whether that was based on the 35 to 1 
ratio ? 

Dr. Moyer. No, it was not based on the 35 to1. This assumed mone- 
tary reform. But at the time these books went to the Hill, we weren't 
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far enough along to know precisely what was going to happen, but we 
did assume monetary reform. I don’t recall precisely what exchange 
rate we were figuring at that time. 

Mr. Harpy. Will you find out and make a comparison ? 

Dr. Moyer. I will be glad to. 

(ICA subsequently advised that the exchange rate used was 60 kip 
to the U.S. dollar.) 

Mr. Reppan. Doctor, I would like to refer back to page 3 of your 
statement where you referred to the teacher training center and the 
establishment of a livestock demonstration project, and so forth. Are 

ou familiar with the TCI program which set up the agricultural 
demonstration on the Plaines a Jarres ? 

Dr. Moyer. International Voluntary Services. 

Mr. Reppan. That was not a TC project ? 

Dr. Moyer. It is within the TC program, yes. I have been there 
and I have visited it. 

Mr. Reppan. Do you know whether or not that station is still in 
operation a bsp hy ; 

Dr. Moyer. It still is in operation. But it has changed its form to 
some extent. ‘They started out with the expectation of, among other 
things, introducing fruit varieties, different seeds. They had a 
nursery, they had another place where sorghum and some other kinds 
of seeds were being grown. Many of those introductions did not pan 
out. 

That group, or some remnant of that group is still operating, but 
not entirely on the same lines as at the beginning. This is one of the 
cases where you can’t always tell what is going to happen, as I men- 
tioned this morning. 

Mr. Reppan. Do you know how the location of the station was 
selected? Were any soil tests made? 

Dr. Moyer. I don’t believe so. I don’t believe either that soil tests 
would reveal very much. It just happens that soils was my specialty 
when I was in the professional business, which I haven’t been for 
some time. It is probably a good deal more the climatic factors in 
the situation. 

Mr. Harpy. Anyhow there wasn’t a soil analysis made before they 
went in there ? 

Dr. Moyer. I believe not. It is just one of these cases where results 
might have been good. They had for instance varieties of sorghum 
which theoretically ought to work. They had hoped that some of 
their citrus and other varieties would work. You can’t always tell. 
You can’t tell in advance. I ran—— 

Mr. Harpy. I think the question that is in my mind actually is 
whether or not a reasonable analysis of the factors that were there 
were taken into account. 

Dr. Moyer. They certainly thought so. When I was there I dis- 
cussed some of these factors with them. These were practical farmers, 
I might mention, who had been very successful farmers in the United 
States, and on the basis of their information they thought that it 
would work. It didn’t work successfully. 

Mr. Reppan. Do you know whether or not the selection of the site 


was made by examination from the air, flying over, rather than soil 
tests? 
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Dr. Moyer. That I don’t know. The field they had there was a nice 
level field. When they plowed it up, they had just plowed it when 
I was there, it looked good. It was a good-looking field. 

Mr. Reppan. Do you know whether or not subsequent soil tests 
showed that th e ground was entirely leached by the monsoons? 

Dr. Moyer. Nearly all the soil in that part of the world, unless it js 
built up year after year, tends to be leached. Not nee essarily by the 
moonsoons but by the fact that, with the high temperatures and the 
rainfall they have, such things as calcium and the other minerals are 
going to go out. This would be true of any soil. The rice paddies 
they “keep building up year after year with humus. But leaching is 
typical of all tropical soils. 

Mr. Reppan. Were there any other successful farms in the area of 
the demonstration project ? 

Dr. Moyer. I don’t recall, for instance, precisely how many miles 
away, but we went from that farm to some very successful rice paddies 
which were near there. One of the purposes here was to try to find 
some better utilization of the dry land which wasn’t very well utilized. 

Mr. Reppan. Were there any truck farms within the vicinity of 
this demonstration project ? 

Dr. Moyer. I don’t recall any. 

Mr. Reppan. Weren’t there two farms run by Germans, very sue- 
cessfully for a number of years, supplying vegetables in that area to 
Vientiane ? 

Dr. Moyer. I don’t know. Maybe there were. I am not familiar 
with that. 

Mr. Reppan. Did you ever hear that the chiefs of that area sug- 
gested that they send a group to the United States to teach us how to 
erowcorn? — 

Dr. Moyer. No, I hadn’t heard that. 

Mr. Reppan. Doctor, at the present time, is there any master plan 
for the economic development of Laos; that is, does ICA have one? 

Dr. Mover. No master plan that I would want to completely rely 
on. The Lao Government has developed their ideas as to what to do 
and we have some ideas. 

Thus far, as I mentioned this morning, we haven’t been in the busi- 
ness primarily for economic development as such. Our concern so far 
has been more with the security problem. A communication came in 
just a few days ago stating that they believed we could now begin con- 
centre iting more on the economic problem, and J hope we can, But 
there just wouldn’t be data available for any very reliable plan. As 
everybody agrees there are certain basic things, among them trans- 
portation and communications. 

We have financed a very careful study of the transportation situa- 
tion. There is a well-deve loj ed plan taking into account military 
as well as economic considerations. 

In the rural field I mentioned, this morning, steps that have been 
taken and I believe that these are well conceived. 

In the mineral field, if there is any hope of Laos getting foreign ex- 
change to meet some of its requirements, it is likely to be in the 
mineral field. We are providing some assistance in surveys and the 
French are also in there. They have some hope that petroleum might 
be found there. Whether it is g roing to be found or not I don’t know. 
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But these general lines, minerals, transportation, agriculture, I 
don’t think any master plan would change very much the basic outline 
as we now see It. 

Mr. Reppan. As I have been listening to your testimony it appears 
to me that in order to avoid inflation ancl the evils that 20 W it h it. you 
have to have a b: lance bet ween the Value of your comme dity imports 
which could be abs yrbed by the ¢ yuntry, balance those oti against 
the cost of the level of forces: would that be reasonably correct ¢ 
Otherwise you are getting more money in the country than you have 
commodities to absorb it. » be | . 

Dr. Moyer. Under monetary reform, and reconvertibility, which is 
one of the features of it, there has to be enough foreign exchange 
available to meet the demand. This is about what it is going to come 
down to under the present situation. 

Mr. Reppan. Under this monetary reform do you feel that the value 
of the commodities which can be absorbed by the country will be suffi- 
cient to generate enough to kip to maintain the level of forces? 

Dr. Moyer. You are hitting right at the heart of one of the most 
certainly this is the heart of the problem, and this depends on how 


well they keep budgets down. We have put in there a man of a good 
deal of experience. This person was requested by the Lao Government 
and we of course were only too glad to comply. We have found a man 
who is sitting right in the Ministry of Finance and working with 
them on budget matters with a view to try to help keep expenditures 
down and to raise revenues. 

Whether or not the amount required to meet this foreign exchange 
deficit wil] Ly enough to generate the local currency is one of the 
things we are worried about. We can’t say at this time, but we were 
hoping that they will be approximately in balance. 

Mr. Harpy. Isn’t the major factor in that, Doctor, the standard of 
living in the country and the extent to which they can build their own 
vross national product 4 

Dr. Moyer. That is a very important part of it certainly. 

Mr. Reppan. Who is this man that you have? 

Dr. Moyer. Dr. Eisenberg. 

Mr. Reppan. Dr. Robert Eisenberg ? 

Dr. Moyer. Yes. 

Mr. Reppan. Is he an ICA employee? 

Dr. Moyer. He is a Foreign Service officer, but he is financed with 
these funds. He was supplied from the State Department with our 
complete concurrence. He isa man of a good deal of experience. He 
speaks French fluently and is there now and has established a very 
good working relation with the Lao Government. 

Mr. Reppan. Doctor, you were supplied with a number of questions 
or suggestions of areas in which we would like to have you responsive 
today. Have you prepared the material that would be needed to 
answer those questions ? 

My though was that if you have not set them up in accordance with 
this breakdown we have given you, if you could give those to us by 
way of submission for inclusion in the reeord— 


Dr. Moyer. I didn’t, and the reason was that I had heard that today 


would be a rather short session, and I didn’t know how much of this 
in detai]——— 


~~ 
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Mr. Harpy. It has gotten longer than we anticipated, Doctor. 

There are several items that we wanted to get you to respond to that 
have not been covered. They might be covered by submission. 

Dr. Moyer knows specifically the items we want covered ? 

Mr. Reppan. Yes, sir. 

(ICA provided the submissions requested which were helpful to 
the subcommittee as background information. They are not repro- 
duced here because of security classification.) 

Mr. Harpy. Mr. James Grant, will you come around, please. 

Doctor, I think that probably will conclude what we will need from 
you today. Thank you very much. 

Mr. Grant, will you come forward and be sworn ? 

(James P. Grant was sworn by Mr. Hardy.) 

Mr. Harpy. Mr. Grant, will you give the reporter your full name 
and your address, and then give us a very brief personal background 
of your experience and education, particularly as it relates to your 
present assignment. 


TESTIMONY OF JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM 
AND PLANNING, INTERNATIONAL COOPERATION ADMINISTRA. 
TION 


Mr. James Grant. Yes, sir. I am Deputy Director for Program 
and Planning of the International Cooperation Administration. As 
you know, this office is responsible for overseeing the planning and 
programing of the ICA program up to the point where Congress ap- 
propriates the funds. 

In terms of my own background for this position, I have held this 
position since last summer. Prior to that, I was for 2 years the di- 
rector of the U.S. Operations Mission in Ceylon. For 2 years prior 
to that I was the regional legal counsel for ICA in south Asia, cover. 
ing Afghanistan, Nepal, and India. 

Prior to that I was practicing law in private practice in Washing- 
ton, D.C. My previous experience in this type of business included 
a period in 1950 with ECA, a predecessor of ICA, in Formosa, and a 
year with ECA in China in 1948 and 1949 when the program first 
started. 

Prior to that I had spent a good part of my life in Asia, having 
been born there and received my education at the University of Cali- 
fornia and my legal education at Harvard. I served for several] years 
during the war in the Army in Burma and China, and for a period 
in China right after the war. 

Mr. Harpy. Thank you, Mr. Grant. 

You succeeded Mr. Ohly in your present job ? 

Mr. JAmMEs GRANT. Yes, sir. 

Mr. Reppan. Mr. Grant, I wonder if you could give the committee 
a brief description of the programing processes as they had been, and, 
if there have been any recent modifications, what those modifications 
might be with respect to Laos. 

Mr. James Grant. I have some notes here, Mr. Chairman, and with 
your permission I will read from them. 

Mr. Harpy. Go right ahead. 

Mr. James Grant. It will take maybe 10 minutes. 
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| will first explain the method by which the proposed ICA country 

rograms for fiscal year 1960 have been arrived at before being sub- 
mitted for congressional consideration. This process is described in the 
worldwide presentation volume that has been submitted to Congress, 

ge 25. 
o" Fnis describes the method, and it notes that the significant factors 
are reported in the country chapters of the presentation. Obviously 
there are considerable variations in the considerable factors affecting 
the different country programs. 

I think at the outset it should be noted that the mutual security pro- 

mis possibly the most difficult and complex peacetime program that 
any government or private individual or corporation has ever tried to 
operate. I suppose the hearings before this committee, as illustrative 
of the problems we have 

Mr. Harpy. We have certainly seen a lot of problems. I wish you 
would come up with some answers. 

Mr. James Grant. It involves some 60 countries, negotiating with 
the governments of each in the development and implementation of 
joint plans. It involves future forecasts of what might happen in what 
is still a fluid cold war situation in many countries. There has been a 
constant process of evaluation and development in the programing and 
implementation procedures in this program . 

Major improvements have been made in the past year, and we are in 
the process of developing further improvements in both the program- 
ing and implementat ion of our activities. 

efore outlining the ICA programing processes, and describing to 
you how levels of aid under the mutual security program are deter- 
mined, I should like first to stress two points. 

First, aid level determinations are in the final analysis determina- 
tions of judgment. ‘The policies laid down by the National Security 
Council with respect to a particular country or region are the result of 
human judgment. 

The estimate of the balance of payments gap, or the political situ- 
ation in a remote country, 15 months hence, are matters of judgment. 
The purpose of the programing processes is, therefore, to identify all 
the significant factors and to make the necessary judgments as in- 
formed as possible. It cannot guarantee, as we have seen, that these 
judgments are infallible. 

Second, many of the significant factors affecting aid level determina- 
tion for this major tool of our foreign policy may change between now 
and the time the program is actually implemented. We have seen this 
in Laos. 

This, in turn, may require changes either in program levels or 
program and project composition. Thus, in the past 9 months, we 
have seen aid levels changed as a result of the coup in Iraq, the crisis 
in Lebanon, and the attack in Quemoy, to mention a few. In other 
words, even with a perfect mechanical programing process and the 
most informed judgments available to the United States, there is no 
certainty that the events will not require a partial or complete readjust- 
ment of some of the proposed programs which are currently under 
review by Congress. 

Turning now to the process itself, the programing process for de- 
fense support, special assistance, and technical cooperation for the 
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fiscal year 1960 started in Washington in late winter and spring of 
1958, with the development of policy and procedural guidance for dis. 
patch to the field. I might mention that currently we are in the proc. 
ess of preparing the guidelines that will go out next month on the 
1961 program. 

Guidelines were sent to the field in mid-May by the Director of 
ICA. This transmitted the new general instructions for the program 
process, of which your committee has a copy, and I think I see one jp 
front of counsel. The Director’s memorandum of transmittal] pro- 
vided special supplementary policy guidance on such points ag the 
importance of regional emphasis, of taking into account the resources 
of different countries, and reaffirming the importance of maximum 
feasible participation of the host country in program planning at the 
initial stages. These instructions were followed by policy and pro- 
gram guidance provided by the Coordinator of the mutual security 
program, Mr. Dillon. 

Guidance included assumptions with respect to the world situation 
in 1960, budgetary implications of the 1960 situation, guides for na- 
tional policy in specific regions and countries, and program guidance 
on such matters as assumptions with respect to the interrelationship 
of different forms of assistance, such as the Development Loan Fund, 
defense support, and Public Law 480. 

It should be noted here that the guidelines issued at the outset of 
this programing cycle constitute the first important step in aid level 
determination for our Missions around the world. These guidelines 
and criteria serve as a backdrop for the field as Missions develop 
proposed assistance levels and allocations for the upcoming budget 
year. 

These instructions were received by the Missions in the field in late 
May of 1958, or early June, and called for the refinement of the 1960 
programs to be submitted to Washington by the first week in August. 

Program formulation in the field, of course, is a never-ending proc- 
ess, but this submission to Washington represents a principal point 
of crystallization during the year. The program development. process 
starts with the identification and precise statement of U.S. country 
objectives. It then defines and analyzes the problems which must 
be solved in order to attain these objectives. And I think you had 
before you the master program book submissions which have had 
this form of analysis. 

The ICA programs are developed to accomplish specific U.S. ob- 
jectives in a country. The objectives are, in turn, based upon an 
analysis of total U.S. interests in the country involved. Such objee- 
tives are normally stated, at least in general terms, in worldwide, re- 
gional, and country policy papers approved by the National Security 
Council and the Operations Coordinating Board—the OCB. The an- 
nual policy guidelines issued from Washington supplement the NSC 
and OCB papers. Moreover, where the formal guidance furnished 
from Washington does not provide an adequate basis for the full de- 
velopment of economic assistance programs, the overseas Mission, in 
cooperation with the other members of the Country Team and subject 
to the approval of the Ambassador, may refine country objectives to 
the extent necessary to provide an adequate basis for program develop- 
ment. 
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Major problems that are obstacles to the attainment of U.S. objec- 
tives are identified in the course of a broad analysis of the total coun- 
try setting, including consideration of economic, political, military 
and social condit ions and trends. Then the condit ions which give rise 
to the problems are identified and the ICA program is developed in 
terms of attacking or solving removing these conditions. 

Each proposed program or project is tested for desirability and 
feasibility froin the standpoint of the resources and other capabilities 
of both the United States and the host country. 

Mr. Reppan. Excuse me, Mr. Grant. Are these discussed with the 
host country in advance now / 

Mr. James GRANT. The answer turns in part upon a question of 
gmantics. It will vary somewhat from country to country. The 
projects that are included in the book are almost invariably projects 
which have been identified in prior discussions with the host country. 
Certainly if they are a continuing project there isno problem. On the 
new projects these are usually included on the basis of what you might 
call informal discussions with host country technicians. 

Mr. Reppan. The committee was advised by your predecessor, and 
others, that the reason that they would have to submit this illustra- 
tive type budget was that they could not discuss these matters in ad- 
vanee with the host country. 

I notice that in the letter which Mr. Smith sent out, under date of 
May 16, 1958, when he sent out the program guidance book, he states 
on page 6 of that letter: 

I believe that the present system of working up plans by ourselves and keeping 
them secret until we know whether or not the necessary appropriations are avail- 
able is no longer necessary in most countries. 

I wonder to what extent these discussions have been held with the 
host countries to eliminate in the budget presentation ‘his year the il- 
lustrative factor that I have just referred to. 

Mr. JAMes Grant. Maybe the easier way, the most informative way, 
is to take up what happened in Ceylon when I was there. Here is a 
concrete case. It will vary a little bit, depending on the relation- 
ships with government, how fluid the situation is. We might do quite 
differently in Yugoslavia than we might do in Pakistan. 

But in Ceylon, before the proposed program was submitted, our 
technicians reviewed with their counte rparts in the various technieal 
ministries what they identified as the projects which would need con- 
tinuing support and new projects which were of particular concern 
tothem. I then had discussions on an informal basis with the Ceylo- 
nese coordinator of external aid. From these series of discussions we 
got a very reasonably good idea of their primary interests, what thev 
were concerned with, the likelihood of projects moving ahead. It was 
on this basis that we then proceeded to draw up the program submis- 
sion for Washington. 

What we did not do was to take this program up to the Prime Min- 
ister and the full Cabinet of the country and get their stamp of formal 
approval on this. 

Mr. Harpy. I would think that you would not go up to the head 
of government and ask how they would like to get money for this 
program for next year. On the other hand, we have had a little 
trouble understanding in times past how you would ever hope to get 
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host government requests for specific programs and projects Within 


a program if you had never even discussed it with any of the people 


who have to do the work. 

Mr. James Grant. As you see here, we had. One of the problems 
that we had on new projects—there was no great problem on continy. 
ing projects; they had already been included in the budget of the 
country and obviously took 3, 4, or 5 years for it to come to conely. 
sion and they were going to complete it—in May 1958 you have dis. 
cussions, let’s say, with the Minister of Education on a new program 
that they would like to start. Their Bureau of the Budget is drawinoe 
up their program for their fiscal year 1958-59, in July. So this ig 
before their Bureau of the Budget has even acted on 1958-59. Then 
after that, before the program year that we are talking about, there 
is another budget year on their side. ; 

If they have extremely poor crops, poor revenues, or some other 
major change, their budgetary situation is going to be such that q 
project now which a minister of health or education may feel is ver 
important, because of their overall local currency budget in their 
situation may not be able to carry out their year 1960-61. So a certain 
degree of uncertainty is part of the price we pay for trying to program 
2 years—18 months to 2 years in advance. ; 

Mr. Harpy. Of course, we have some of the same problems here, 
But we ought not to have as much of this illustrative presentation as 
ICA has made it a policy to employ over the years. When I read 
this directive from Mr. Smith, I had some hope that we were making 
progress in that area and that perhaps sooner or later we were going 
to get away from the illustrative approach. As far I am concerned, 
if we don’t soon get away from it, I am going to stop voting for foreign 
aid. That is one of the conditions that I won’t give way on. 

Mr. James Grant. Certainly I would say that in certain countries 
which are relatively stable, and where you are maintaining a technical 
cooperation program and you can project this out some time in the 
future, our programs can be pretty firm, and I would say if you com- 
pare our 1959 programs that are actually being implemented in most 
countries, particularly in technical] assistance, compare them back 
with what was presented to Congress, you would find a much closer 
correlation today than you would find if you would take 1957 or 1956 
for this purpose. 

Mr. Harpy. Also, it would take a long time to get it. 

Mr. James Grant. But in certain countries there still are major 
problems. In Laos, which you have been discussing— 

Mr. Harpy. A good bit of the problem rests on the disposition of 
the Mission Director, too. 

Mr. James Grant. It does. There is no question that when you do 
this kind of advance programing with the host country, it takes real 
diplomacy. It also depends in part upon the man that you are dealing 
with. 

My experience in the field has been that when you are dealing with 
one kind of minister you can be very frank with him and say, “Look, 
we don’t know what Washington is going to be able to do with the 
program for this country, but what are the things you want to do!” 
We can indicate rather clearly what we think we are willing to help 
with, all subject to Washington review. 
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There are other ministers the moment you talk with them about 
something, give them no support at all, and they are off to the press, 
and the next thing you see screaming headlines that the U.S. Govern- 
ment will do this or that. All that ever happened was that there 
was a very informal discussion on the subject. 

Mr. Reppan. Will you go ahead, sir? 

Mr. James Grant. From the standpoin t of the United States on 
these projects, the considerations weighed may include likelihood that 
ICA will be able to provide the aid needed on schedule; availability 

of personnel institutions to carry out the activity; existence of neces- 
sary operational organization and procedures; and the availability 
of the necessary equipment and materials. 

From the standpoint of the host government, a careful analysis is 
made of all the factors which may affect the capacity and willingness 
of the recipient government to undertake necessary complimentary 
measures and to effect ively utilize a proposed program or project. 

Considerations emphasized i in the course of program analysis and 
development include the existing pipeline of funds; the maximum 
possible use of all other resources, including non-ICA economic as- 
sistance programs such as the World Bank, UNTA, Dev elopment Loan 
Fund, and Public Law 480; and it takes into account the Soviet bloc 
activity, and military and political considerations. 

In general, the } MSP has been formulated along these lines for a 
number of years, utilizing the ration: ale and criteria I have just re- 
ferred to. However, the process em! odied in our present system im- 
proves upon past proc ediires in that it is a consider: ably more com- 
prehensive and better integrated tool for Mission progr aming than 
we have had in prior years. Most important is the fact that this 
programing process enforces a logical planning progression in arriv- 
ing at projects and programs that will lead toward U.S. objectives 
and respond to U.S. and host governments’ interests. 

In other words, in past years we told the Missions the factors they 
ought to take into account, but we did not compel them to make nearly 
as ‘comprehens ive a layout in their return presentation to us of just 
how they took these considerations into account. And if you look in 
these books on every project you will see identified the U. 8, objective 
that this directed at the problem, the condition it is attacking. It is 
on the side of each project. 

Prior to submission from the field, the program is reviewed by the 
Country Team, including the Ambassador. I should point out here 
that this second—this is the second major step in aid level determina- 
tion, when it is reviewed by the Country Team, and including where 
there is a Military Assistance Group, by the MAAG. 

These program proposals stem from a careful analysis of all 
pertinent programing factors as evaluated by the mission within 
the framework of Washington guidelines and the scope of the new 
program process. The exact procedure followed in the field in pre- 
paring the submission varies from country to country. 

Mr. Harpy. You said “reviewed by the Country Team.” In other 
words, all of these programs are worked up by the ICA Mission per- 
sonnel and after that they are submitted to the Country Team to 
look at ? 


Mr. James Grant. Yes,sir. Although here again the exact formula 
followed will vary. ; 
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Again, in the country that I was last in, Ceylon, what we did was jp 
May we took the top ec onomist and politic al officer of the E mbassy 
our division chiefs, in the USOM, myself, and we went off to the 
mountains for 5 days, and between 15 and 18 hours a day we did a 
complete reassessment of what the situation was in Ceylon, where it 
looked like they were going, what our objectives were, what the prob- 
lems were. We reviewed all our principal past projects, our Successes 
and our relatively less successful aspects of it; the kind of projects ree. 
ommended by our various technical men to tackle these problems in the 
future; and from this we got the broad program outline. 

We have done this every year for 3 years. We then went back 
down, spent an afternoon with the Ambassador, blocking out our prin. 
cipal conclusions. 

The USOM staff then went back, and our program office then pre- 
pared the detailed submission, the master mee im book. I left before 
it was finished. This master program book was then taken to the 
Ambassador. He had his economic officer review it in detail. He had 
another session on it, and then approved it and it came in. 

Mr. Harpy. Then the Country Team does not in itself contribute to 
the organization of any of these programs; they just listen to them 
after the Mission personnel have decided on them and then com- 
ment ? 

Mr. James Grant. The Ambassador, of course, maintains a position 
of constant responsibility here. le is the head of the team. 

Mr. Harpy. He has the responsibility but he doesn’t find out about 
it untilafter you have worked it up / 

Mr. James Grant. Pofere we went up for this session, we had a 
very brief review with the Ambassador as to certain m: vjor things on 
his mind. We had the economic and political officers of the E mbassy 
present during these 5 days of extended discussion, contributing to the 
development of our approach to this, And then these were checked 
out at considerable length with the Ambassador. 

Mr. Harpy. If the economic officer and the Mission Director didn’t 
happen to be bosom buddies, this thing didn’t work too well, did 
it ? 

Mr. James Grant. There are even problems when you get people 
within your own stail that have strongly different vie Ws, as you may 
discover—as you may well know when you have differing views with- 
in a committee. 

I think in the discussion, if there were major differences, these 
were then identified and the Ambassador was informed about them. 
This was one’ reason why we wanted to be sure the political and 
economic officers partic ipated, because by participating they would 
identify whe re—first, they could make a contribution, and secondly, 
where they had major differences with our approach, they could pre- 
sent it to the Ambassador for resolution, and we would have the dif- 
ferences fully analyzed. 

Mr. Harpy. Of course, underlying all of this business is the effect 
that it has on our diploms icy, on our overall relationships with the 
country, and certainly the keyman in that picture is the Ambassador. 

[ just wonder, under this system you have here, if you haven't set 
the Mission Director up throughout the world as bel Ing in a position, 
at least insofar as the local popul: ice Is concerned, remlacy ove 
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Mr. James Grant. I haven’t been with all our Missions in the field. 
[have seen active service with five of them now, and in none of these 
five was there ever any substantive quest ion with the host populace 
as to who was the head of the C ountry Team in that country. 

The field submission then comes back in the form of the master pro- 
gram book which you have seen here for Laos. It arrives in early 
August. Each country submission was then subjected to an intensive 
review in three successive steps: First, there was staff review, our 
regional offices; then the interagency formal hearings; and finally, 
review and approval by the Coordinator, Mr. Dillon, of the Mutual 
Security Program. 

The initial review was conducted by ICA regional office staffs in 
close consultation with each organizational unit in ICA, the pertinent 
regional bureau of the State Dep: irtment, and where appropriate with 
staff i in Defense, DLF, and other agencies. In this review all offices 
concerned were instructed to subject the “proposed program to the 
same scope and degree of analysis which was required of the field 
Mission in its prepar ation, 

The ICA regional office discussed each element of the submission 
with each reviewing office, covering U.S. objectives, the ec onomic 
analysis, each proble m and resulting project or nonproject activity in 
turn, and the overall aid level proposed from the field. The adequacy 
of the submission itself is concerned, including its form, its relevance, 
clarity, accuracy, and validity. 

Mr. Bray. On projects, would that consultation include represen- 
tatives of the technical services concerned ? 

Mr. JAMES Grant. Very definitely. Very definitely. When the 
master program book comes in, copies automatically go to the tech- 
nical services offices. The agriculture projects get broken down and 
are sent to the Agriculture Office. And they look at it. And in the 
meetings conducted by the regional offices the technical offices have to 
come in with their comments, and whether they approve the project 
in broad outline, or not, and any changes. 

Mr. Bray. Is it not correct that if a new project appears in the an- 
nual submission, approval of the annual submission also constitutes 
approval of the project under the so-called NFCR, or “no further 
clearance required” procedure, unless it is specifically listed as one 
that is being held over? 

Mr. JAMES Grant. That is right, if the reviewing office has— 
technical office, for example, or other oflices—no question. 

Mr. Bray. So that the technical services, which this committee has 
often found occasion in the past to criticize for taking months and 
months on particular projects, these same technical services have now 
reached a degree of competence where they can consider a country 
program which might have 5 or 6 new projects at the same time that 


they are considering 40 other country programs and come up with 
afinal approval ? 


Mr. James Grant. Yes. It should be pointed out that if they have 


any substantive questions, no final clearance is provided without—— 
Mr. Bray. You see the incongruity in that which disturbs me, 
don’t you ? 
Mr. James Grant. Yes. On the other hand, I think it is clear that 
our projects that are coming in from the field are in substantially 
better form now than they were 4 or 5 years ago. 
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Mr. Bray. By “better form” you mean they reflect a greater de. 
gree of planning and foresight ? 

Mr. JAmgs Grant. I would say so. 

Mr. Bray. More complete data ¢ 

Mr. James Grant. I would say so. Our people have had further 
field experience; we have learned what works, what doesn’t work; our 
estimates are a good deal more valid out of this experience, 

Mr. Bray. I wonder if you could provide us, with the chairman's 
consent, with information as to the number of new projects, world. 
wide, submitted in this year’s program submission, and the number 
of those which were not granted NFCR ? 

Mr, James Grant. Yes, sir. I believe this can be done. 

Mr. Harpy. Not granted what? 

Mr. Bray. NFCR, which stands for “no further clearance je. 
quired.” In other words, a rubberstamp is put on the whole program, 
and that approves all projects in it unless they are specifically with. 
held for further scrutiny. 

Those figures, I think, would be helpful. 

Mr. Harpy. I think they might be. 

Mr. Bray. This is just for 1960. 

(ICA subsequently advised the subcommittee that 101 new projects 
were considered in the course of the program approvals for fiscal year 
1960, of which 35 were designated “No further clearance required” 
(NFCR).) 

Mr. James Grant. The last 2 years has seen a substantial delega- 
tion of authority to the field. The review in Washington, in most 
cases, is held to the fundamentals of a project. And unless there js 
some major concern about this type of a project, or something that is 
in the fundamental presentation, the authority to proceed is then in 
effect delegated to the field, subject to later availability of funds on 
a basis of what we call an NFCR—No further clearance required, 

I might also mention that in connection with this problem of delays 
in our technical side that as you probably know there has been a 
reorganization within ICA in the last several months in which the 
technical services offices have been put together under our deputy 


director of operations to provide a clear chain of command for reso- | 
lution of difficulties between our technical services offices and our 
operational offices, without having to go all the way up to the top of | 


the agency. 

Mr. Harpy. Go ahead. 

Mr. James Grant. A major purpose of these discussions by the 
regional offices are to provide the regional offices with information and 
criticism which assisted that office in preparing a thorough analysis 
and critique of the program submission. 

While there is continuing review of country programs throughout 
the year, this initial staff review is intended to be the most. thorough 
and comprehensive and provides the basis for preparation of draft 
approval documents. At the end of this review, formal record of con- 
currence or nonconcurrence was submitted to the regional office by the 
other participating offices, including the technical services offices just 
mentioned. 

The staff recommendations, together with the issues to be resolved, 
were then presented for consideration at interagency hearings. These 
recommendations were accompanied by proposed comments to the field, 
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including indication of those portions of the proposed program which 
could be recommended for approval, and those requiring further justi- 
fication. ‘This we just discussed. 

These hearings, conducted over approximately a three-week period 
in late September and October, provided an opportunity for compre- 
hensive interagency review of the entire economic portion of the 
mutual security program. 

Mr. Harpy. What do you mean by “comprehensive interagency re- 
view”? We have had the word “review” tossed around here so lightly, 
that honestly I don’t know if it means anything. 

Mr, James GRANT. What was done here at these interagency hear- 
ings? The Director of ICA was present, and chaired the hearings, 
his principal ofticers—— 

Mr. Harpy. He participated in the review ? 

Mr. JAMES GRANT. Yes, sir. 

Mr. Harpy. How long did it take ? 

Mr. James Grant. The review took almost 3 weeks, beginning 
from, let’s say, usually 10 o’clock in the morning, concluding some- 
where between 5 and 7 o’clock in the evening. 

Mr. Harpy. Every day ? 

Mr. JAMes Grant. Every day. Well, 5 days a week. 

Mr. Harpy. And it took 3 weeks to cover them ? 

Mr. JAMES GRANT. Yes, sir. 

In addition to the Director of ICA and his senior staff, there were 
present the special assistant to the coordinator for mutual security co- 
ordination, the assistant or deputy assistant secretary of the State 
regional bureau concerned, and the Department of Defense representa- 
tive, participation included the Bureau of the Budget, the Depart- 
ments of the Treasury, Agriculture, the U.S. Information Agency, the 
Development Loan Fund, the Export-Import Bank and State’s Bu- 
reau of Economic Affairs. 

Mr. Harpy. It would be interesting to note what they contributed. 

Mr. James Grant. They contributed a good deal. 

Mr. Harpy. It doesn’t mean anything when you say they contributed 
agood deal. If I had sat there, | might say they contributed nothing 
and we both might have been wrong. 

Mr. James Grant. Or we both might have been right, depending on 
the way in which you measure this. 

Ishould also mention a very active participation through this whole 
process was the Bureau of the Budget, because this is part of their re- 
view process. 

Mr. Harpy. I wouldn’t be surprised if they weren’t the most active 
participant. 

Mr. James Grant. I cannot say they were inactive, Mr. Chairman, 
in the course of these hearings. 

Prior to coming to these sessions the various principals participating 
in here are briefed by their staffs as to the issues of particular concern 
to their particular oflices relating to the particular country programs 
that are under review. 

The general purpose of these hearings was to obtain, first, an 
opportunity for the top staff of ICA, the Office of the Coordinator, 
and other agencies to systematically appraise past progress and future 
direction of the entire program; second, resolution of operational 

41067—59——54 
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issues within ICA ; third, the views of non-ICA offices represented cop. 
cerning the assumptions, policies, objectives, and problems, as to the 
non-ICA activities and aid levels assumed or described in the pro- 
gram presentation; fourth, an opportunity for the Bureau of the 
Budget staff to gain extensive information underlying the forthcoming 
budget. : 

[ might say as an aside that it is always an interesting process 
when you wash all your internal linen, as in one of these hearings 
in the presence of the Bureau of the Budget. 7 

Fifth is information on which the Director of ICA could make his 
recommendations to the coordinator, including his recommendations 
for funding. 

Defense Department representatives then participated in these hear. 
ings on the economic assistance programs. ICA representatives then 
participated in the review of the proposed 1960 military assistance 
programs held with the Office of the Coordinator. 


Mr. Harpy. They didn’t know any more about it than Dr. Moyer | 


did about the one in Laos. I gathered he participated in the reviews, 
If that is a sample of what they learned, it is all the more disturbing, 


We have been studying the Laos program, and I have been trying to | 
learn something about one country over a period of 3 months. We | 


get our top officials from different agencies of Government and they 
sit down for a period of 3 weeks and they absorb it efficiently enough 
to make an intelligent opinion and appraisal and to take action on it. 
It is just preposterous. 

Ixcuse me for interrupting you. Pick up where you left off, 

Mr. James Grant. I would like to comment on this, if I may, Mr. 
Chairman. ” 

Mr. Harpy. That is Government. 

Mr. James Grant. In part it is Government. This was a particu- 
larly interesting experience to me because I had come back from nearly 
5 years in the field into a position of looking at the worldwide pro- 
gram. At a time like this a great deal turns on the kind of staff 
work that is done for the individual representatives to participate in 
these hearings. You have to rely to a certain extent on the analysis 
that is presented to you. 

Mr. Harpy. So why don’t you let the top boys go home and the staff 
do all the work ? 

Mr. JAmMes Grant. I am not sure that the staff doesn’t feel that is 
desirable sometimes. 

Mr. Harpy. I am sure they do, and as a matter of fact, one of the 
reasons we have so many things wrong with this now is because the 
staff is an incompetent staff in too many ways. The top people don't 
always have a chance to know what the score is, and they act on the 
basis of the best information that they have been able to absorb. | 
am not too critical about it, because I recognize the size of the job. 
But all of this meaningless terminology, “We are reviewing this and 
that”—and you used another a while ago that is typical of “gobbledy- 
gook” words that come out of the executive department—‘We tested 
for the desirability and feasibility.” I have no more idea of what 
that means than a Jay bird. 

Mr. James Grant. What you get out of this, Mr. Chairman—— 

Mr. Harpy. I am getting mighty little right now. 
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Mr. James GRANT. A certain system of checks and balances, where 
your operating people might be willing to move ahead from their point 
of view, your technical offices looking at it from another point of view 

rovide another check, and your political bureaus in State provide 
another check from another point of view. 

Mr. Harpy. Of course, I understand that. We all recognize the 
need for checks and balances. But every now and then I begin to lose 
faith in the process because I wonder how much of it is done just for 
appearance s sake rather than for the sake of any real constructive 
contribution by the people who are supposed to review. 

Mr. James GRrANv. I might briefly describe the next stage, because 
this will be of interest to you. 

Following completion of these interagency hearings, the Director 
of ICA makes his recommendations on program levels and content 
tothe Coordinator. The Coordinator, Mr. Dillon, then held meetings 
to settle those issues remaining to be resolved. Attendance at these 
meetings generally included such principal officers as the Director of 
ICA, myself, appropriate ICA regional director, the Assistant Secre- 
tary of State for the region concerned, and the Coordinator’s Special 
Assistant for Mutual Security Coordination. 

Decisions were reached in these meetings on any changes in the 
substantive and proposed program and on the proposed aid level 
for the budget year. 

These meetings extended over 2 weeks in late October and early 
November for the budget now under consideration by Congress, and 
each country presentation was brought under review. There was a 
paper that went up that identified the major issues by country that 
needed resolution. 

Immediately following the Coordinator’s review, the decisions 
reached by the Coordinator were transmitted to the field with the re- 
quest for such revised material as necessary in light of the Washing- 
ton decisions, for inclusion in the program presentation to the Con- 
gress. The Coordinator simultaneously submitted the recommended 
program to the Bureau of the Budget. 

Upon receipt of the review messages, the field Mission initiated such 
revisions in its original submission as were required. Meanwhile, the 
Coordinator had presented the proposed program to the Bureau of the 
Budget and subsequently to the President and had obtained a final 
decision as to the amounts to be included in the President’s budget 
for the various categories of aid. 

The field Missions were then advised—this was early December 
of such changes as had resulted from this last review. These changes 
were then reflected in the revised field submission—what you have here 
hefore you. 

Mr. Harpy. How much did that amount to in the way of changes? 

Mr. James Grant. Which one? 

Mr. Harpy. The last batch. 

Mr. James Granr. After the interagency, or through the inter- 
agency ? 

Mr. Harpy. This last batch of changes just before you sent the 
budget up here. 

Mr. James Grant. This will vary by country. In some countries 
there will be hardly a page changed over that which they submitted 


inAugust. For others, there will be many changes. 
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Mr. Harpy. Go ahead. 

Mr. James Grant. This constitutes the fifth and final] executing 
branch step in the process of aid level determination for presentation 
to Congress of the mutual security program. Following this step thy | 
submission for 1960 was completed in final form for presentation t) 
Congress in January and February. 

_ The program process I have just outlined is the procedure followed 
in the formulation of all proposed country programs for fiscal yea, 
1960. The program books for individual countries, together with the | 
description of the proposed programs in the congressional present. | 
tion books, are the product of this process. 

In conclusion, I wish to repeat riety a point stressed at the outset, | 

No method of programing, however perfect, can be a substitute for 
sound judgment. This has been the reason for the emphasis in this 
exposition on who participates in the decision-making process and | 
the form and the extent of their participation. 

Mr. Harpy. Thank you, Mr. Grant. Now let me ask you a general | 
question. 

Suppose the committee should want to review this process and teg 
its eflicucy at the various stages that you have outlined; how could it 
do it? 

Mr. James Grant. This is 

Mr. Harpy. You have talked about a number of steps in the process, 
starting back in the country, the assembly of the data there, working 
on up through various steps, including the interagency conference and 
these other reviews and tests for desirability and feasibility. How 
could the Congress make a meaningful evaluation of any single one | 
of those steps ? 

Mr. James Grant. I wish I could provide you with what you would | 
consider to be a satisfactory answer, sir. I am afraid I can’t. 

Mr. Harpy. Then the answer is that there is no way by which the 
Congress can measure the eflicacy of the program development of 
ICA? 

Mr. James Grant. This question of measuring eflicacy— 

Mr. Harpy. That is one of your jobs. 

Mr. James Grant. There is no substitute, in the fina] analysis, for 
personal participation all the way through the process for a year, 
This is what I meant when I said that to be fully satisfactory one al- | 
most has to participate in the process and realize that people have made | 
an honest and vigorous effort. 

Mr. Harpy. Congress could not do that, even if a few Members 
might. 

Mr. James Grant. That is right. 

Mr. Harpy. Congress could not do that. So how does the Congress 
find out? As far as I am concerned, I have no way of knowing that 
everybody who participates in this process that you have developed is 
not just running around like a chicken with its head cut off. Ther 
isn’t any way for me to determine that that isn’t so. And if you can 
give me a way that I can find out, I would surely like to have it. You 
have this elaborate system set up here and yet there isn’t any way I 
the world that Congress can tell whether a single solitary step of tt 





produces anything worthwhile. | 
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Mr. James Grant. Sir, you have before you described our pro- 
oraming process. You have, in connection with Laos, the actual 
g 


master program book, which is certainly one of the major products of 


this system. : 

Mr. Harpy. If we look at what has happened in Laos over the past 
gveral years and form an opinion of this process that you have de- 
sribed, we would have to conclude that it was mighty poor. 
"Mr. James Grant. Sir, as I think I mentioned at the outset, this 

rocess that we have used this year for preparing the 1960 program we 
consider to be a distinct step forward over the process followed in prior 
years. ‘ s ‘ $ 
“ Mr. Harpy. I don’t doubt that for a second, Mr. Grant. But don’t 
you suppose that Mr. Ohly, your predecessor, not only considered the 
process that he was a part of all during these years a good one, but 
considered it topnotch in perfection so far as he could visualize it? 

Mr. James Grant. This process, which I consider to be a distinct 
improvement over the past process, is not a process which I invented. 
I came in last summer. 

Mr. Harpy. You have the responsibility for operating it. 

Mr. James Grant. I have the responsibility for operating it. But 
Mr. Ohly, from his experience, and review with the other offices of 
our agency, came up with this. We currently are going—we have been 
conducting for 2 months an intensive review of just what our experi- 
ence has been under this in the hope of somehow simplifying this mass 
of material which you see before you here, which presents very real 
problems in terms of one man reading very many of these. 

Mr. Harpy. I am not in a position, of course, to evaluate that proc- 
ess as of now. 

You say you have put into operation a program which Mr. Ohly 
evolved, based on his experience. 

Mr. James Grant. Agency’s experience. 

Mr. Harpy. He had been operating this particular program for 
some little while. 

Obviously, since you haven’t suggested any appreciable changes, you 
are accepting it as being in conformity with your own ideas of the 
best way to develop the program; is that a reasonable conclusion ? 

Mr. James Grant. I doubt, Mr. Chairman, whether the program- 
ing process that we have this year, on the basis of our experience, is 
completely satisfactory to us now. The recommendations will be acted 
on in the next 2 or 3 weeks for methods of improving this, although 
I must say that most of the recommendations I have seen so far deal 
with format rather than substance of the analysis. It would not sur- 
prise me if we had further improvements. 

Mr. Harpy. Let me go back to the question that I asked you when 
you concluded your testimony. Is there any way that the Congress 
or this committee can evaluate the efficacy of a single solitary step in 
this process that you have outlined ? 

Mr. James Grant. Well 

Mr, Harpy. The answer is “Yes” or “No.” Certainly you know 
whether you can or you can’t. 

Mr. James Grant. Well, sir; the 

Mr. Harpy. You have been operating it. 

Mr. James Grant. The best way of determining the efficacy of the 
process is to operate on the basis of hindsight. Fully effective hind- 
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sight on one of these programs has to be 2 or 3 years from now, Tha 

doesn’t meet your point. | 
Mr. Harpy. Does that mean the answer is “Yes” or “No”? | 
Mr. James Grant. I would say that in parts you can. You hay | 


here the master program book submission from Laos; you have had 
extensive and intensive look-sees at Laos yourself; you have gone into 
many facets of it. If at this stage your staff, you or members of the 
committee, were to take a care ful look at this book, I think you would 
be in a reasonably good position to come to a judgment in your own 
opinion as to whether this particular stage of the process, or the end 
product from the field, is a satisfactory one. 

Mr. Harpy. This particular stage. And you can’t measure the end 
product and know whether or not is represents a reasonable perform. | 
ance at any stage if you can’t get back at the stages. 

The answer obviously is “No,” there isn’t any way in the world that 
the Congress can evaluate the separate steps in this thing. And you 
can’t evaluate the final product if you can’t measure what has hap. 
pened in between. 

You know that, just as well as I do. If all of the errors that haye 
crept in in each of these stages weren’t corrected somewhere along the 
line, in one of these stages that you have outlined here, they are going 
to be right here. 

Mr. JAMES GRANT. 
product that counts. 

You have before Congress t he 1960 presentat ion. 

Mr. Harpy. And what we are going to do, we are going to have 
more propaganda dished out to us as to why we must accept this to 
keep the world from going Communist. And there isn’t 
thing that 1 to be said there that will really 
detail the specifics for a country, and you know that. And 
there is not ¢ to be a witness from ICA who is going to testify 
before the Approp riations Committee or Foreign Affairs Committee 
who is x justify the prog 
that is the situation 

Mr. James GRANT , this year we tried, recognizing that if you 
went into every Saas and the major outlines of every country, 60- 
odd countries, in detail, the hearings before the various ¢ 
would go on for months, longer than they are 

So what we did this year, we took a couple of programs and treated 
these programs in relative depth. We took, for example, the Turkey 
program before the House Foreign Affairs Committee and spent a full 


It isn’t the stages that count, it is the end 
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day on the Turkish program, the military components of it, defense 
support 
Mr. Harpy. Then you are asking the Foreign Affairs Committee 


and the Congress of the United States to approve a program based 
on your Lenin tation of oneec ountry ’s progr am. 

Mr. James Grant. No, We have submitted to the 
the presentation books 

Mr. Harpy. And they don’t mean one earthly thing. I have been 
looking at the presentation books for the past several years in some 
detail. I have been hoping from year to year that you were going to 
come up with something that would be meaningful, and that “T could 


committee 


sir. 


at least look at one country and try to get some basis for the levels 
that were set up there. 


a single 
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Now you come in here and tell this committee that you are sub- 
mitting “to ( ongress this program based on this series of steps, these 
yarious TeV iews, With one or two countries presented to the Foreign 
Affairs Committee as an example by which they are to accept on faith 
all the rest of it. Who selected that country ? 

Mr. James Grant. We picked it in consultation with the committee. 

Mr. Harpy. If you let me pick out all of the evidence that I need 
to support most any kind of a request and get a blank check for the 
rest of it, it ought to be pretty easy to pic k one country. 

Mr. JAMES Grant. We told the committee that any other country 
that they would like to go into to the same extent of detail we were 
prepared to do so. 

Mr. Harpy. But you don’t have any record of what went on at these 
yarious steps of review. 

Mr. James GRANT. Sir, it isn’t really what goes on at the various 
stages of review that counts. 

Mr. Harpy. You are saying they are purely per functory. 

Mr. James GRANT. No, sir, they come out in your final judgments. 
But it is your end product that is ‘the thing that we have to look at in 
determining whether or not there is a sound program for a particular 
country or not. 

Mr. Harpy. So you can take an end product and this is perfect, 
this is good, this is what it ought to be. That is typical of the phi- 
losophy_ we have been getting from ICA over several years. I had 
hoped that there would be some improvement. 

Mr. James Grant. I should say, Mr. Chairman, that T at least 
and I think I speak for the agency—would welcome any suggestions 
for improvement that you could make. This ultimate problem of 
how do the key people that have to make the final decision get to 
see—— 

Mr. Harpy. The Congress has to make - final decision and we 
have to make it on the information that you bring ni here and we 
can’t find adequate support for the program on the basis of these 
budget books. 

Mr. JAMES GRANT. Sir, it 1s on the basis of this data that the justi- 
fication is made. And I think you will find we have had complaints 
that there is too much data in these books, so much data that people 
have trouble reading them. What people are looking for is the perfect 
short version that contains all that is in the long version and that is 
unclassified and cont: ains all that is elas ified. 

It isnot an easy problem, as you well know. 

Mr. Harpy. I know it is not an easy problem me I sympathize 
with ICA on that score. At the same time, what is Lappening now 
is that you are putting the Congress in the position of is ing a rubber 
stamp for an agency of Government that doesn’t even keep records of 
the reviews that it makes of the budget which it sends up here to us. 
That isexactly what you are doing. 

I want to ask you this: On May 15, 1957, this committee issued 
Report No. 449, which is entitled “Review of the Budget Formulation 
and Presentation Practices of the International Coorepation Admini- 
stration.” Did you ever read the recommendations in that report ? 

Mr. James. Grant. Yes, sir. Some months ago. 

Mr. Harpy. Some of them ? 


Mr James Grant. Some months ago; shortly after I took over. 
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Mr. Harpy. I wish you would go back and look at those recom. 
mendations and give us a submission telling us the extent to which the 
specific recommendations contained on pages 18 and 19 of that report 
are reflected in the process that is employed. 

Mr. James GRANT. Yes, sir. 

Mr. Harpy. I have glanced over some of them here to refresh my 
memory just in the last few minutes. It is mighty difficult to find 
any significant improvement in the presentation that is employed this 
year as compared with what it was before, insofar as Congress being 
able to exercise the constitutional requirement of its judgment in 
authorizing an appropriation of funds for this program. We are 
— in the dark entirely. 

Mr. James Grant. I wish I had those recommendations fresh be- 
fore me, Mr. Hardy. 

Mr. Harpy. I don’t want to get into them now because it is going 
to take too long. 

Mr. James Grant. I sincerely would like to make this review for 
Congress as effective as we can. I personally believe in this program, 

Mr. Harpy. Which program are you talking about ? 

Mr. James Grant. I believe in the mutual security program. 

Mr. Harpy. I have believed in it up until now, but I declare my 
faith is weakening. 

Mr. James Grant. I have welcomed some of the general comments 
that you have made in the past as to the efforts of this committee to 
being out points that in your opinion need improvement; that you 

ive supported the broad program; that you think there are areas of 
iain ement. 

I think there is no question that there have been areas that have 
needed improvement. Obviously we have been trying to make im- 
provements. 

Mr. Hanpy. I think that is true. I think there have been efforts in 
ICA to make improvements, and I think also there have been efforts 
in ICA to avoid conforming to some of the things which they figured 
the C ongress Ws anted to do. M: aybe it hasn’t been conscious on their 
part. But the accomplisl ment thus far in submitting a budget that 
has some real significance and which furnishes a basis on which Con- 
gress can act intelligently and exercise its own independent judgment 
is missing, and it is not in that budget that you have here now. And 
I intend to say that on the floor when the debate comes up. 

Mr. seen Grant. I will be very interested in your comments and 
your analysis at this time. 

Mr. Harpy. If we could find any way to go back and analyze the 
effectiveness and the efficacy of any single step that you have outlined 
in that process, I would feel a little better about it. But there isn't 
any way that we can do it. You have no weovrds. And if you get 
somebody up. here trying to testify from memory on what went on in 
those discussions with respect to a single country program, you get 
completely lost. So, as far as I can see, there is no record to indicate 


what has happened in any of those areas. 

Mr. James Grant. Sir, I go back to a point that I have made be- 
fore, which is that no m: itter how good the process, the element of 
judgment that enters into this thing all the way from the NSC de- 
terminations to the final submission to Congress, the question of judg- 
ment is a major one. 
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It is extremely difficult to personally reexamine the thousands, the 
tens of thousands of judgments that have been made that get repre- 
sented in this book. It is a little bit like when you buy a car, it 
seems tome. You have to take some of the workmanship on faith. 

Mr. Harpy. Let me give you an experience on that. 

(Discussion off the record.) 

Mr. Harpy. On the record. There is one which comes up that raises 
in my mind some considerable question about the sincerity of some of 
the people that testified before the Congress. When this bill was up 
before the Congress last year Mr. Parsons was up here testifying. He 
knew that Operation Booster Shot was going on right then. But did 
he tell the Congress ¢ He did not mention one word about 
Operation Booster Shot to the Congress, to the committee, in execu- 
tive session or otherwise, at least insofar as we have been able to learn. 
So we should accept everything on faith and let the people out in the 
field just run wild and then come back and tell us we had to do it 
because conditions justified it. Mr. Parsons was in Washington testi- 
fying on that while it was going on, or testifying on the program while 
it was going on. 

Wouldn’t you have thought that forthrightness and frankness would 
have dictated at least some wisdom of his saying to the Congress 
that that program was going on at that time ? 

Mr. James GRANT. Whatever the considerations behind this, the 
exact facts, from my limited knowledge of Mr. Parsons, I would cer- 
tainly not feel that there was any question of his integrity. 

Mr. Harpy. I am not questioning his integrity. Not for a second. 
I don’t know whether that is a reflection on his integrity. But it is 
certainly a reflection on his frankness with the Congress. 

I think you ought to understand why we raise some of these ques- 
tions and some of these points and why I look somewhat askance at 
some of this high-powered budget process that you have outlined. 

Again I want to go back to what I asked you to do. I want you 
to take a look at our recommendations and see specifically which 
ones actually have been incorporated in the budget presented this 
year. I would appreciate it if you would do that for us. 

I didn’t mean to get off on this tack. 

(ICA statement on action taken on recommendations of subcom- 
mittee contained in House Report No. 449, 85th Congress, follows:) 

In response to the request of Chairman Hardy, the following information is 
provided on executive branch actions which relate to the six specific reeommenda- 
tions noted on pages 18 and 19 of the “Fifth Report by the Committee on Gov- 
ernment Operations,’ House Report No. 449 of May 15, 1957. 

Recommendation 1.—That ICA’s budget presentation include evidence of firm 
assurances as to the willingness, ability, and the extent of recipient country 
participation, and financial information adequate to permit a competent appraisal 
of past performance and current proposals. 

Comment.—The ICA instructions to its field missions on preparation of fiscal 
year 1960 and fiscal year 1961 program proposals include a requirement that 
the field missions include information for each project as to the degree of 
planning firmness of the project. This would include both narrative and financial 
information as to the degree of joint planning or consultation, the priority 
interest of the host country, and the required contributions from each country. 
USOM’s are encouraged to the maximum extent feasible to submit proposals 
based on full joint consultation, planning, and priority determination. Thus, in 
the USOM formulation of each annual program, and in Washington review and 
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development of the program to be proposed to the Congress the “willingnes 
ability, and the extent of recipient country participation” is an important faety. 

Recommendation 2.—That ICA’s budget presentation include clear and com. 
plete data on “stockpiled” obligations and on the “pipeline” of unshipped com. 
modities for each country, together with explanations therefor. Sueh data 
should clearly indicate how long these funds have been available, and the 
extent to which they have been carried over from one year’s appropriation ty 
another. 

Comment.—Full project and nonproject pipeline data and where applicable 
narrative explanation is required in USOM program proposals, Summary pipe 
line data is included in the regional and worldwide presentation books to the 
Congress. This is augmented in the detail desired for any given country during 
congressional hearings. : 

Recommendation 38.—That ICA’s budget presentation include, for each major 
project, clear and complete information on the overall estimated cost, length of 
time required for completion, recipient country contributions expected ang 
received, reasons for any lags in implementation, and other data relevant to the 
determination whether funds should be appropriated. 

Comment.—Such information in both narrative and statistical form wag 
provided to the Congress for fiscal year 1959 and fiscal year 1960 in separate 
major project books. 

Recommendation 4.—That ICA’s budget presentation include justification, in 
clear and adequate detail, of each country level of aid proposed. 

Comment.—Pertinent to this recommendation and in compliance with sectioy 
537(f) explanatory and justification material on country aid levels was include 
in each country statement in the regional books presented to the Congress ang 
separate statements were provided for each special assistance and defense SUD 
port country in the worldwide book. In addition aid level determination infor. | 
mation “in depth’ was provided on a sample country in House Foreign Affairs 
Committee hearings, with an offer to provide similar comprehensive informa. 
tion on any other country desired. 

Recommendation 5.—That ICA’s budget presentation include identification of 
those projects and programs which are based primarily on policy rather thay | 
economic considerations, together with full and specific explanations as to the | 
necessity for such activities and how the amounts therefor were determined, | 

Comment.—Such information was included in the congressional presentation 
statements noted under 4 above with full candid discussion of “policy” factors 
during the hearings. 

Recommendation 6.—That ICA’s budget presentation contain complete infor. | 
mation on the proposed uses of the local currency proceeds allocated to ICA 
from agricultural surplus sales under Public Law 480. 

Comment.—This is treated in narrative and statistical form in the country 
sections of the regional books presented to the Congress and in the “foreign 
currencies” section of the worldwide book. This was also the subject of extensive 
discussion during the hearings. 


Mr. James Grant. Mr. Chairman, have you had a chance to look 
at this book at any length ? , 

Mr. Harpy. Not this year. I haven’t been through it very carefully 
yet. 

Mr. James Grant. I personally would be—aside from the hearing 
here itself— 

Mr. Bray. Do you mean the master program book ? 

Mr. James Grant. I would be very interested if you could take 
some time to look at the master program book for Laos. 

Mr. Harpy. I will take a look at it for a lot of countries. 

Mr. James Grant. And give us the benefit of your comments on 
this. 

Mr. Harpy. The unfortunate thing about it is this: You cant 
measure that book unless you know what went into it. That is the 
fallacy that you people in the operating agency make. You seem to 
say, “You just let us do as we please along here and we will come up 
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with something that you can be proud of because you can’t prove there 
‘anything wrong with it.” And that is the way it works. : 
"We are precluded from understanding it. We can’t understand it. 

Mr. James Grant. All I can say is that we have tried to be as forth- 
right in our presentation this year as we could be. If you will look 
at the 1960 presentation, I invite your attention to the capsule sum- 
maries in the worldwide summary book in defense support of special 
assistance Where we have tried to identify very clearly and in the 
most candid fashion possible what the special U.S. interests are in 
that country and what the considerations are that required us to do 
what we are doing. 

Mr. Harpy. Thank you, Mr. Grant. I didn’t mean to get into this 
deviation, but I think that there is an interrelationship in all of this 
business that we have to try to look at as best we can. We 
are trying, this subcommittee 1s trying, to promote a better under- 
sanding on the part of Congress of what happens, and trying to—I 
say this with a considerable amount of conviction, personal convic- 
tio—trying to be of some value to the executive branch of the Govern- 
ment, too. 

[ don’t enjoy criticism for the sake of criticizing. But I am fre- 
quently put in the position of having to be a little more brusque than 
| would otherwise like to be by the simple fact that the extent of co- 
operation seems to leave something to be desired. 

In this series of hearings I think, generally speaking, cooperation 
has been good, as far as working with the committee is concerned in 
connection with the specific study that we have been working on. Un- 
fortunately, there has been a whole lot to be desired in the submis- 
sions that we have received and the accessibility of documents, and I 
don’t necessarily attribute that to any intent on anybody’s part to 
conceal from us any information. But there again, maybe it is the 
system under which they operate down there that makes it so diffienlt. 
‘We want to be helpful and we want to have as omplete a develop- 
ment of the factual situation as we can get. Iam frank to say that I 
would hope that I could find a basis to keep on supporting the pro- 
gram. I am supporting the objectives of the program but I am not a 
bit sure that it is accomplishing them. 

Thank you very much. 

Do you have any questions, Mr. Griffin ? 

Mr. Grirrin. Without going into too much detail and analysis, is 
there anything new about your procedure in ICA that would eliminate 
the situation which Mr. Meader pointed to; specifically, the report of 
the General Accounting Office that “officials in the field considered the 
level of aid during 1955 to 1957 too high and not desirable because it 
tended to strain transportation and administrative facilities,” and so 
forth, and “provide more imports than the country could absorb.” 

Isthere any reason to believe that the procedures that ICA has now 
developed are going to insure that such situations are not defeated ? 

Mr. James Granr. To the extent that they are better procedures— 
and they are better—it will certainly minimize this. 

I was just trying to think—I doubt whether there was any pro- 
gram—— 

Mr. Grirrixn. When officials in the field make reports like that and 
no corrective action results, IT wonder just what can be the point of 
the program reviews in Washington. 
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Mr. James Grant. This is why this year we attempted to get thy 
field Missions to outline in as orderly a fashion as we could devi. | 
what they thought our objectives were and what the problems wey 
and what the conditions were and what they were doing about these 
conditions. 

Mr. Grirrin. But when the level of aid is half the gross nationgj 
product of the country, and you continue to send in more than the 
can absorb, it is difficult to understand how the so-called reviews can | 
be meaningful. It would appear that there has just been a lot of | 
shuffling of papers. 

Mr. James Grant. I must say, sir, that the program in Laos has eer. | 
tainly been among our most difficult ones. It is like taking over , 
nearly sinking ship and determining how much time you are going to 
spend between working the oars to move forward and how much time 
you are going to spend bailing out the ship to keep it from sinking 
under you. If economic development is the sole objective—— 

Mr. Grirrty. One could understand a mistake 1 year, or maybe? | 
years, but it has been more than that, hasn’t it? 

Mr. James Grant. We have had tough going in Laos, there ig ny | 
question about it, for several years. On the other hand—and you | 
have listened to a great deal more detail on Laos than I have had the | 
opportunity to do in the short time I have been in Washington | 
gather that the difficulties there were really major ones. Ideally, 
there should have been monetary reform several years back. On the 
other hand, if you burn down the house in the process of getting the | 
monetary reform 

Mr. Harpy. I don’t think that you ought to emphasize that too 
much. That was a big factor. But we had an awful lot of short. 
comings among our own personnel there that we can’t cover by re. 
ferring to monetary reform. 

Mr. James Grant. I gather that there have been problems. 

Mr. Harpy. “Problems” isa nice word for it. 

Mr. Grirrtin. I have nothing further. | 

Mr. Harpy. Thank you very much, Mr. Grant. | 

Do you have anything further ? 

Mr. Reppan. No, sir. 

Mr. Bray. I have two or three questions to ask Mr. Grant about | 
the master program book for Laos and the programing process for | 
1960. | 

I notice that in the programing process instructions that went out 
to the field, totaling 100-odd pages, there is a little over one page | 
devoted to the question of determination of the level and character | 
of U.S. assistance, or as usually referred to, level of aid. 

I notice in looking at the master program book for Laos, under the 
heading “Statement and Explanation of Aid Levels Proposed,” that 
in fact there is no real explanation of the aid levels; there is an ex- 
planation of some of the underlying background. 

Mr. James Grant. Factors. | 

Mr. Bray. Actually, the program for this year proposed is P 
proximately $30 million, including all aspects—defense support, tec 
nical cooperation, and military assistance. 

Mr. James Grant. For 1960. 
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Mr. Bray. For fiscal 1960. There is no explanation, or anything 
resembling an explanation, as to why this amount should be 30 in- 
stead of, say, 20 or 40. Is the Laos program book typical of the 
master program books, or is this the only one in which there is no 
adequate explanation of how a level of aid has been reached? 

r. JAMES Grant. I don’t have the book in front of me, but my 
understanding of what they did there was to identify the significant 
factors and give a judgment as to the amount of aid that would be 


ired. 

"Te the project side, I think it is somewhat easier. There it was 
desirable to do certain things in the development field for impact, 
for communications, and the like, and you get your aid level by add- 
ing up the building blocks in the project. 

r. Bray. I understand. 

In ICA instructions to the field the specific statement is made— 
and I won’t read the entire quotation—but in effect it says: 

Don’t just add up the building blocks, use your overall judgment as well, 
decide how much weight to give to the building blocks and how much to give 
to the overall factors. 

What disturbs me is that somehow ICA has managed to come up 
with this $30 million figure, but they do not indicate which portion 
of that is building blocks and which portion is judgment. Why $30 
nillion and why not something else ? 

Mr. James Grant. I think again you have to break this down into 
the project side and the nonproject side. In that book is the basic data 
which, if I recollect correctly, indicates that there is a balance of pay- 
ments problem requiring external assistance somewhere between $18, 
$19, or $20 million. 

It also identifies that the country has some reserves. It also identi- 
fies that as a result of the reevaluation of kip there were some kip as 
aresult of this. 

Mr. Bray. To anticipate you, if I may, in view of the time, having 
reviewed this book very carefully, I find it impossible myself to take 
any of the figures given here, put them in any combination, and by any 
mathematical computation known to me arrive at a figure which equals 
or approximates the overall figure. Why is this? 

r. JAMES Grant. If you take the overall figure for nonproject— 
there was an element of judgment here as to—I don’t want to overuse 
this word as an excuse for 

Mr. Harpy. You are doing pretty good. 

Mr. James Grant. As to how much of these reserves that had ac- 
cumulated over the last several years would be available in 1960 to 
meet the balance of payments, and in terms of the local budgetary 
situation for the army, how much kip there was. 

Our judgment as of last fall was that some of these would be avail- 
able in 1960. Therefore, we would not need to request for nonproject 
aid from the U.S. Government the full amount of what we estimated 
tobe the approximate gap. 

Mr. Bray. This is an interesting explanation. It doesn’t appear 
clearly in here. 

The explanation you are offering makes perfectly good sense. I 
haveno way of knowing: 
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Mr. Harpy. There is no way for Congress to know to what exten; 
that whole analysis you have just given is the basis for the whole book. 

Mr. James Grant. Sir, what we present to Congress is in our preg. | 
entation books. 

Mr. Harpy. That is only a part of it. A part of it is what you te} 
the Foreign Affairs Committee and what you tell the Appropriations 
Committee, and sometimes they don’t coincide. And if it suits th 
purposes of ICA or State to use the presentation book, they 
use that. And if there is a conflict and it suits the purposes better {| 
use what they said to the committees, they use that. | 

We found some instances of that. There is not enough there for ws | 
to intelligently operate on. 

Mr. Bray. This book is much more 
entation. 

Mr. James Grant. Right. If the budget presentation were ik: 
this, nobody in the staff could ever read the whole thing. 

Mr. Bray. It was not until the chairman of this committee made y 
rather strong request that the document be provided that it was pro | 
vided to the Congress. I suggest that even this book, at least on the | 
basis of my study of it, still doesn’t answer this question which we have 
so often asked in the past: “Why X dollars; why not Y dollars, 7 
dollars, or some other amount?” Is there any way in the futur 
that you can see, that the agency could provide an answer for this 
question ¢ 

You mentioned a while ago 10,000 items would be reviewed, or what. 
ever the figure was. Actually, it seems to me, if I correctly interpre 
the chairman, speaking for himself and other members, he would like 
to see 42 figures explained, or 43, whatever the number of countries js 
this year; at least, how did you get the overall level? That much one | 
should be able to read on a page for each country. And if you want 
to look back at the other 50 pages, fine. 

But you can study projects until you are blue in the face and you 
will never know why the program for Laos is $20 million. The best 
explanation is that that is what it used to be and it has now been cor- 
rected for changes. 

Is that a fair statement ? 

Mr. James Grant. No. 
certain objectives. 

Mr. Harpy. What is that estimate based on? 
you had last year and the year before ? 

Mr. James Grant. Obviously, to the extent that your basic rationale , 
was valid the year before, this carries over next year. If you build one | 
house and then you are going to build another house, if the last hous 
was reasonably successful, you follow a similar pattern. 

Mr. Harpy. Mr. Griffin said that doesn’t give us much reason to be 
lieve it was valid before. 

Mr. Grirrin. There would be some changes. 

Mr. James Grant. This is a substantially smaller program than we 
had in 1955, 1956, and 1957. 

Mr. Harpy. Thank you very much, Mr. Grant. 

Mr. Hall, I am sorry we kept you sitting here so long. I thought 
we would get to you earlier. Do you have a statement that you intend 
to read ? 
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Mr. Hauw. Yes, sir. I have a prepared statement. I can summar- 
ize it, Mr. vt hairman. 

Mr. Harpy. I am wondering if maybe it would be best to have you 
submit ss st atement and then have the staff see whether or not it 
generates any questions. 1 don’t know whether or not I will get a 
chance to doit. May we can, if it does, have them handled by submis- 
sion. Otherwise, we may have to have another meeting of the com- 


mittee. 

But I have this feeling: If we undertake to get into this now, we will 
run too long. We probab ly won't do a very thorough job of i 

[| want to express appreciation for your presence and for your vie pa- 
ration of this statement. Without objection, we will put it in the 
record at this point and if it generates some questions, we will com- 
municate with you, throug h Mr. Grant, later. 

Mr. HAL. Th: unk you. 

(A brief biography of Mr. Theo Hall, Chief, Public Safety Divi- 
sion, ICA, follows:) 


Born Wichita, Kans., October 14, 1914; entered police service Wichita Police 
Departinent, August 1936. <Atteuded Wichita University 1934-39; specialized 
in police administration. Left Wichita Police Department 1939 with rank of 
sergeant. Worked as police consultant, Public Administration Service, Chicago, 
Ill, 1939-40, performing surveys of municipal police departments. With Cali- 
fornia State Bureau of Parole from December 1940 to June 1941. Chief of police, 
two Rivers, Wis., June 1941 to June 1942. Chief of police, Wilmette, Ill., June 
1948 to June 1945. Public safety adviser, War Department, Officer of Military 
Government for Germany, July 1945. Deputy Chief, Public Safety Branch, U.S, 
Military Government for Germany, 1945-47; and Chief, Public Safety Branch, 
US. Military Government for Germany, 1947-49. 1949-53, Foreign Service Re- 
serve Officer, Departiment of State, with the Office of the U.S. High Commissioner 
for Germany, 1953-56, Deputy Director and Director, Joint Administrative Serv- 
ice, U.S. Embassy, Athens, Greece. April 1956, to August 1957, Deputy Exeeu- 
tive Director, Bureau of Near Eastern, South Asian, African Affairs, Department 
of State; detailed to ICA, August 1957 as Chief, Public Safety Division. 


(Mr. Hall was requested to prepare a written statement on the 
police program in Laos, including the following :) 


1. Figures relating to the cost of police project in Laos by fiscal years since its 
inception, broken down by pay and allowances, uniforms, vehicles, communica- 
tions equipment, weapons, and such other specific categories as may aid clear 
understanding, distinguishing dollar and kip expenditures. 

2. General scope and objectives of the police project and comment concerning 
the extent to which they have been realized; prognosis. 

3. Annual or other readily available periodic figures showing size of police 
force and numbers engaged in various types of training; approximate figures on 
distribution by provinces or otherwise. 

4, Brief discussion on chain of command and authority of provineial Governors 
over provincial police detachments. 

}. Brief discussion of police training academy, its capacity and curriculum, and 
reasons for delay in implementation. 

§. Comment regarding broad charges of corruption and excessive political in- 
volvement which have been leveled against Lao police. 

7. Figures giving breakdown of present police pay scales and statement con- 
onning any changes in pay scales that have occurred since commencement of U.S. 
program. 





850 
(Mr. Hall’s statement follows :) 


UNITED STATES AID OPERATIONS IN LAOS 


STATEMENT OF THEO BE. HALL, CHIEF, Pusiic SAFeTy DIVISION, INTERNATIONA, | 
COOPERATION ADMINISTRATION 


Subject: ICA public safety program in Laos. 

It is a privilege to appear before this committee representing the Public 
Safety Division of the International Cooperation Administration and to discuss 
with you the ICA public safety program in Laos. I thought it might aiq your 
consideration of this program if I briefly sketched its beginnings, history ang 
purposes. 

The Laos public safety program began in April 1955 with a request from the 
Government of Laos to our ICA mission for technical assistance in reviewing 
and analyzing the organization and management of the police forces, The 
agreed purpose of the project was to aid the Government of Laos in the improve. 
ment of its police administration, the development of training facilities and the 
indoctrination of personnel in democratic police methods. A survey of the Lao 
police forces to determine their specific needs and problems, carried out by ty | 
American police consultants, was completed in May 1955. 

The consultants determined that there were two basic internal security prop. 
lems in Laos: (1) the prevention of Communist infiltration and subversion: 
and (2) the maintenance of public safety within the country. The consultants 
found that there were two police forces in the country: (1) the national polig 
numbering 478; and (2) the gendarmerie numbering 539. Both services wer 
new and inexperienced, the police having been established in November 197 
and the gendarmerie in February 1951. These forces were created during th 
Viet Minh warfare when most of the national effort went into support of the 
army. Therefore, both organizations were deficient in numbers of personng 
and equipment necessary to carry out their responsibilities for the establishment 
and maintenance of public safety and security in the newly sovereign country, 
For example, the national police had only 254 weapons for 478 men. There was 
no radio communications and only 28 vehicles 14 of which were motorcycles anj | 
all had been in service at least 10 years. The equipment of the 2. Tien 














also was characterized as insufficient, obsolete, and in poor condition. The two 
police agencies were responsible to separate ministries with the police subordi- 
nate to the Ministry of Interior and the gendarmerie to the Ministry of Defense. 
The gendarmerie had the function of policing the rural areas and acting as4 
military police unit and the national police had the responsibility for policing 
the main population centers. Additionally, the police problem was found to be 
complicated by an unusually difficult frontier-control problem resulting from the 
physical boundaries of the country with North Vietnam, South Vietnam, Cam. 
bodia, Thailand, Burma, and Communist China. 

The survey report recommended that the national police and the gendarmerie | 
be combined into one service as a civil police force under the Minister of Interior | 
and that its strength be increased as soon as possible to approximately 4,00 
personnel to carry out more effectively its responsibilities. The consultants | 
believed that with U.S. advice and training and correction of deficiencies in con- | 
munications and transportation equipment a police force of that number properly 
trained and equipped could maintain law and order in the country. 

Implementation of the ICA public safety program of assistance began with 
the arrival of the chief police adviser in August 1955. By June 30, 1956, the 
two police services had been consolidated into one national police force witha 
total strength of about 2,800 men. Of this number 1,021 resulted from the com- 
bination of police and gendarmerie, 1,009 from a recruiting program, and 8) 
were former national guardsmen on temporary duty. The total police strength 
has remained in the neighborhood of 2,800 since that time. We have maintained 
the position that no additional policemen should be hired until the present ones 
are trained in their duties. 

The total funds which have been obligated under the ICA public safety pro 
gram in Laos, including dollar and local currency counterpart funds by fiscal 
years, are included in the attached table. The table also breaks down the funds 
obligated by principal categories of expenditures. It should be pointed out that 
the principal dollar costs in the current program are for U.S. technicians and 
training and the local currency counterpart costs are for the direct support of 
the operations of the police. In all, according to our records here, the ICA r 


gram has provided the following dollar procured police equipment since the 
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ginning of the program : 51 military type jeeps ; 33 trucks and personnel earriers; 
360 bicycles ; 34 motorcycles ; 18 marine outboard motors; 1,300 police revolvers; 
300 carbines ; 504,000 rounds of ammunition; 70 radio receivers and transmit- 
ters; $60,000 worth of petroleum products; $206,000 worth of uniform and per- 
sonal police equipment; and $15,000 worth of technical and training equipment 
including an identification camera, motion picture projector, police training 
flms, photographic supplies, ete. In addition, there was provided in 1955, 50 
used jeeps, 10 used trucks, and 1,500 carbines from military excess in the Far 
Bast region. The December 1958 Mission Monthly Report states that there are 
now in operation 33 police radio receiving and sending stations distributed 
throughout the 12 Provinces with 85 trained operators. 

The national police, as presently organized, is a centralized organization re- 
porting through the Director General of Police to the Minister of Interior. The 
police are organized into provincial commands and in practice the Provincial 
Governor exercises some operational control over police activities in his province. 
However, Overall administration of the force is carried out on a centralized 
pasis under the Director General. 

At the time of the survey in April 1955 both the police and the gendarmerie 
were operating mainly in the centers of population. The gendarmerie was en- 
gaged mainly in military police functions. The police were operating at that 
time in only five of the provinces. In the intervening period the integrated and 
expanded national police force has established police posts in all of the pro- 
yinces including the two northern provinces which were integrated into the 
government in late 1957. The distribution of the police force, by provinces, as 
of February 28, 1959, is shown in table III, page 10. The Lao Army at the begin- 
ping of this project was practically the sole internal security force, particularly 
in the outlying areas. While the army is still engaged in internal security func- 
tions, the national police are now stationed in all provinces operating as a civil 
police agency. 

The importance of raising the effectiveness of the police through training 
programs was recognized from the beginning of the project. Our efforts have 
been devoted primarily to this requirement. As a result, 123 Lao police have 
been given special training under the program in the Philippines, Thailand and 
Singapore. In addition, a total of 225 completed basic training in Laos and 
20 applicants have just been recruited and entered the new training academy 
for a 4 months’ course in basic police training. Three members of the police 
have been given training in the United States. In addition, various police train- 
ing courses have been carried out in Laos under the auspices of the ICA in such 
subjects as firefighting, judo, photography, radio maintenance and traffic con- 
trol. In order to strengthen the police training program within the force, the 
government has been assisted with counterpart funds in completing the Lao 
Police Academy which was reopened February 16, 1959. The public safety staff 
has assisted in developing the training course material for the academy and 
will continue to assist in raising the standards of police service through in-service 
training. 

We have been concerned about the delay in completing the training program 
for the police. The present Director General of Police, Colonel Soukan, in an 
address delivered February 2, 1959, at the reopening of the police academy said 
inpart as translated from French: 

“This institution was created and built in 1956 * * * and has already trained 
a class of 212 policemen during a 3 months’ period, from February 1 to April 
30, 1957. 

“Since the successful graduation of this class and their assignment to the 
various provinces of the Kingdom * * * the academy remained closed for 
severalreasons * * *, 

“Thanks to the new policy of the present Government presided over by His 
Excellency Phoui Sananikone which prescribes that all activities within the 
services of the kingdom must be geared to progress, efficiency and positive results 
according to the slogan, ‘more action than words’; according further to the 
instructions of His Excellency, the Secretary of State for the Interior is to do 
everything possible to enlarge the services of the police in order to cope with 
the needs of the people who, everywhere, want more protection: and thanks 
as well to the aid received from the USOM under the auspices of Mr. Lavergne 
and Mr. Skuse, this academy could be put back into operation so that our police 
trainees could be given the opportunity to receive a comparatively better train- 
ing than before, as you will be able to see for yourselves in a few moments.” 
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The reorganization and improvement of civil police forces are slow PTOCEages 
Apart from this truism, however, I believe that the main problems in carryi ve 
out this project are the following: us 

First, the inexperience of the police personnel coupled with the primitiy 
economic, political and social development of the country. It should be remem. 
bered that the police forces were commanded and directed by the French author. 
ities prior to the full independence of the country which was achieved in 1953, 
When the French withdrew from their position of control they left a dearth of 
trained and experienced leadership in the police field. Furthermore, the Police 
forces had to be augmented from about 1,000 to almost 3,000 in a very short 
time through the recruitment of untrained personnel. 

The second problem has been the attitude of the government and some of its 
officials to the reception of American advice and their extreme sensitivity 
possible interference in their internal affairs. These factors have been realize 


from the beginning and it has taken time and patience to convince Lao officials 


that the purpose of the U.S. police advisory team is not to interfere in Police 
operations but to work cooperatively in developing a more capable force through 
the provision of technical advice, training, and proper use of the equipment fyy. 
nished under the assistance program. Furthermore, Mr. Somsanith, who was 
Director General of Police from the beginning of the project until October 1958 
occupied at the same time two other responsible positions; at the same time he 
was Director General of the National Police, he was also an elected member of 


— 


the Parliament and occupied the position of Secretary of State in the Ministry | 


of Interior. Mr. Somsanith has now resigned from his position of Directoy 
General of the Police. The present Director General, Mr. Soukan, who was 
formerly the Deputy Director General, is a career police officer. 

The third important problem has been the difficulty in recruiting U.S. police 
advisers who are personally and professionally qualified and who are willing to 
serve in Laos. The first chief police adviser, Mr. Jack K. Ellis, arrived in Laos 
August 1955 and at that time the public safety staff was established at six posi. 
tions. When he completed his tour and departed Laos in November 1957, there 
were only two technicians in the program. After Mr. Ellis’ departure one of the 
technicians in the program who was not fully qualified for the position of chief 
police adviser had to serve in an acting capacity until June 1958 when he re 
turned to the U.S. for medical reasons. The present chief police adviser, Mr. 
Paul Skuse, arrived in Laos in October 1958. There was, therefore, a period 
of 11 months during which there was no chief adviser on the staff. The pro. 
gram is now better staffed with qualified persons than it ever has been with the 
chief police adviser, a deputy chief police adviser, two program assistant inter- 
preters and a secretary on duty. In addition, a police training adviser, a po- 


I 


lice ct 
sistan 
right | 
a poli 
the pt 
began. 
I hé 
velop 
has be 
rumor 
substa 
bility 
role is 
Im 
port r 
tary 0) 
tion to 
public 
The! 
has be 
stalled 
lice ct 
throug 
integré 
operat: 
service 
areas \ 
crime 
with tl 
tion of 
ternal 
use au 
tional 
statem: 
nance « 
appear: 
visory : 
The 
nical si 
ect hav 
ficultie: 
been m 
sponsib 
the IC! 
prograr 
mainta’ 


Ses, 
ing 


tive 
el- 
hor: 
053, 
1 of 
lice 
hort 


f its 
y to 
‘ized 
Cials 
Olice 
ough 

fur. 

was 
1958, 
1@ he 
er of 
‘istry 
ector 
y Was 


police 
ing to 
Laos 
; Posi- 
there 
of the 
chief 
he re 
r, Mr. 
period 
e@ pro- 
th the 
inter- 
a Po 


ee 


UNITED STATES AID OPERATIONS IN LAOS 853 


lice communications adviser, a police investigations adviser, and a program as- 
sistant have been recruited for the program and are either on their way to Laos 
right now or in orientation training here in W ashington. We are also seeking 
a police logistics and supply adviser. When these individuals arrive for duty 
the public safety staff will be at full strength for the first time since the project 
began. 4 

I have endeavored, gentlemen, to present to you a brief summary of the de- 
yelopments to date in the Laos public safety program. I believe real progress 
nas been made in the project. At the Same time we have not been unaware of the 
rumors of graft and improper practices among the Lao police. We can neither 
substantiate nor deny these rumors. Our public safety staff has no responsi- 
pility for police operations or authority to make personnel investigations. Our 
role is strictly advisory to the Lao Government and police. 

I might note, however, that our chief adviser, Mr. Skuse, in his latest re- 
port recounting a private conversation he had with the newly appointed secre- 
tary of state for interior, reported that the secretary emphasized his determina- 
tion to further improve the effectiveness of the police and to work closely with the 
public safety staff. , : 

There have been substantial accomplishments in this program. The force 
has been given greater mobility and a nationwide radio network has been in- 
stalled which for the first time provides communications between provincial po- 
lice commands and national headquarters. The police have been deployed 
throughout the country including the two Pathet Lao provinces which are now 
integrated into the country. Our reports indicate that police procedures and 
operations have become more effective. Thus, for the tirst time civil police 
service is being provided by the Government throughout the country and in many 
areas Which have never known police protection. From the reports we have the 
crime rates are relatively low and there have been no disorders in connection 
with the two elections which have been held during the period nor in the integra- 
tion of the two northern provinces. These facts attest to the ability of the in- 
ternal security forces to preserve law and order. Mr. FE. M. Mendenhall, end- 
use auditor of the ICA mission in Laos concluded his audit report on the Na- 
tional Police Administration Project of November 29, 1957 with the following 
statement: ‘This is a timely and important program. Its impact on the mainte- 
nance of internal control and security within Laos cannot be overestimated. It 
appears to be successfully filling its mission under capable leadership and ad- 
visory assistance.” 

The ICA public safety project in Laos was instituted on the basis of a tech- 
nical survey carried out before the project began and the objectives of the proj- 
ect have not changed since its inception. In spite of operational and other dif- 
ficulties, consistent progress toward the attainment of project objectives has 
been made. We sincerely believe that the current interest and support of re- 
sponsible Lao officials in police improvement, coupled with the strengthening of 
the ICA public safety staff, will result in accelerating the accomplishment of the 
program objectives to improve the capabilities of the national police better to 
maintain law and order and internal security in Laos. 
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TARLE II.—Analysis of counterpart fund expenditures‘ from project inception 
through Jan. 31, 1959 


{In kip—$1 U.S. equals 80 kip] 











| eee 
December | July 1958- | Tots 

= > an a al ex. 

1955- July 1956- | July 1957- January | penditure 

| June 1956 | June 1957 | June 1958 | 1959 | through 

| Jan. 31 
Salaries/allowances ?____..._- ol 42,710,538 | 55,424, 238 | 72, 744, 836 44,131,760 | 215, 011 379 
Training center construction --._--| 4, 262, 798 | 4, 021, 568 | 92, 469 50, 059 | 8, 881" 894 
ea 1, 320, 093 | 1, 567, 016 | 896, 095 745, 620 | 4, 528 894 
Transportation................- .| 167, 813 | 267, 144 | 67, 046 809, 679 1, 311, 689 
Vehicle repair/parts__-_----- sebenel 74, 273 | 769, 836 | 1, 570, 051 | 1, 072, 657 | 3 488, 817 
Uniforms... 3, 006, 486 |_._._- 110, 926 | 15, 080 | 3, 132 499 
Radio equipment/maintenance - - 86, 700 | 111, 720 18, 396 | 216, 816 
Laboratory equipment. -- site allio | 16, 843 77, 998 | 69, 910 164, 75] 
Participant training - A maces ie Cnon sam ck 120, 192 | 40, 064 | 160, 256 


NE SU ntakchinmidenmsnoan marcato apie liosn talon aad ate tac eeaeuss ‘ i 21, 315, 139 


o200---]---------- . * 258, 210, 036 


SS 
! Data compiled from monthly expenditure reports submitted by the RLG. 

2 This category includes an amount 2,528,909.80 kip for per diem and travel. 

3 This category includes office furniture and supplies and maintenance of police buildings, which it hag 
not been possible to allocate among specific periods. 

4 During the period Sept. 18, 1958-Jan. 31, 1959, the police expended in addition to counterpart funds 
8,815,316 kip from a national treasury loan of 18,000,000 kip for the following categories. Salaries 5,58] 462: 
training center construction 47,970; POL 121,516; transportation 166,123; vehicle repair 566,903; radio equip. 
ment and maintenance 24,636; laboratory equipment 42,341; participant training 160,181; other 2,104,184, 


TABLE III.—Police strength and distribution by provinces (as of Feb. 28, 1959) 











| Colo- | Cap- | Lieu- | Officer; War- Ser- | Corpo- Pri- | 
Name of province | nel | Major tain | tenant | candi-| rant | geant ral vate | Total 

| date officer | 
Phongsaly . 0 0 1 3 | 0 4 5 14 2 | 9 
Samneua_. : 0 0 1 2 | 0 a 18 3 12 | 8 
Namtha_.-- 0 0 0 | 4 0 3 3 36 156 2 
Luang Prabang 0 0 2 13 | 1 21 | 24 45 208 314 
Xieng Khouang. 0 0 0 3 0 20 4 13 52 2 
Sayaboury- 0 0 3 2 1 42 | 13 24 72 157 
Vientiane _ - 10 6 33 65 34 133 172 | 107 473 1, 033 
Thakek. 2 0 2 13 | 0 17 34 39 9] 198 
Savannakhet 1] 0 6 10 3 27 31 46 187 all 
Pakse- --- 2 0 5 14 | 11 34 34 58 106 24 
Saravane_-. 0 0 0 3 | 1 23 23 1 158 959 
Attope = ose 0 0 1 | 2 | 0 3 1 22 62 91 
etal. Ans 15 6 54 134 | 51 334 362 458 | 1,579| 29% 








Note.—The total includes 200 new recruits. 


ae 


Colonel--- 
Lt. colonel 
Major- --- 
Captain. - . 
Lieutenant 
9d lieutena 
Officer can 
Chief warr: 
Warrant of 
Ist sergean 
Sergeant... 
Corporal, 1 
Corporal... 
Private... 


—— 


1. 1955-5¢ 
2. 1957-56 
3. Each r 
4, Allows 
officers also 


Mr. 
called | 
May 24 
p. 970.) 

I alse 
July 20 

Mr. - 
and we 

Mr. ] 

LA 
1956. 

2. Le 
trial Pr 
Bureau 

3. IC 

4, At 
Laos, W 
forwar 

5. A 
ington. 

§. A 
Sweene 
Resour 

I wou 

Mr. ] 

Mr. ] 
those? 

Mr. ( 


824 
682 


m2 
314 


Be 


— 


UNITED STATES AID OPERATIONS IN LAOS 857 


TaBLe 1V.—Monthly rate of police salaries and allowances 


{Allowances computed on the basis of 5 dependents] 














| 
1955-1956 1957-1959 
a a a ‘i = 
Rank ; | 
| Basie sal- Allow- | Total | Basic sal- Allow- | Total 
ary ances ary | ances | 
—- | | | | 
— $3, 415 | $6,200 | $9, 615 | $7,594 | $13,945} $21,539 
Lt ARE 2, 836 | 5, 500 | 8, 336 | 6, 898 | 13, 289 20, 187 
EE ciance== Sua a 2, 530 | 4, 600 | 7, 130 | 6, 331 | 8, 310 14, 641 
Captain a 2, 248 | 4, 600 6, 848 | 4, 185 | 8, 104 | 12, 289 
iamenes..----------- 2,117 | 4, 600 6, 717 | 3, 739 | 8, 104 | 11, 843 
oq lieutenant. . - - 1,908 | 4, 600 6, 508 3,017 7, 133 10, 150 
Officer candidate 1, 733 4, 600 | 6, 333 | 2, 583 | 5, 266 | 7,849 
Chief warrant officer -- 1, 583 3, 550 5, 133 1, 893 | 4, 493 | 6, 386 
Warrant officer... ae 1, 333 | 3, 550 4, 883 1, 79 | 4, 493 | 6, 272 
ist sergeant.....-------------- 1, 183 | 3 4, 733 | 1,479 | 4,493 | 5, 972 
Sergeant... --- oe 1,117 3 4, 667 | 1, 338 | 4, 333 | 
Corporal, 1st class... vans ; ces| carl sae] 
Corporal...------- - -- 1,025 | 3 4, 575 | 1, 197 4, 258 | 
et dicnawadennass 964 | 3 4, 514 | 1, 112 4, 233 
eee ee ee Ms eee" | ota AE od ee 
ga 








NOTES 
1. 1955-56 pay scale before integration with Gendarmerie. 
9, 1957-59 pay scale of present police organization (TAMMROUAT). 
3, Each rank has 3 in-grade step increases. 
4, Allowances for all ranks include special police allowance, subsistence, family status, and risk. 
officers also receive housing, electricity, water, and special post allowances. 


Superior 

Mr. Reppan. Mr. Chairman, I have before me a copy of the so- 
called Sessions Report which was submitted to ICA under date of 
May 24, 1956. (Excerpts from this report appear as appendix II, 
p. 970.) 

[also have a copy of the PEO-Laos comments on that report, dated 
July 20, 1956. 

Mr. Harpy. We will incorporate those in the record by reference, 
and we will include any excerpts that may be necessary. 

Mr. Repoan. I have six other documents. 

1. A copy of PIO/C No. 39-31-005-5-60031, dated February 17, 
1956. 

2. Letter dated March 29, 1956, addressed to Harry Dreany, Indus- 
trial Procurement Chief, ICA, Washington, from A. C. Taylor, Chief, 
Bureau of Public Roads, Foreign Projects Office, Washington. 

3. ICA cablegram, dated May 28, 1956. 

4. An investigative report on highway equipment transportation to 
Laos, written by Joe L. Campbell, BPR highway engineer, which was 
forwarded to ICA, Washington, April 13, 1956. 

). A cablegram, dated July 10, 1956, from dePaul to ICA, Wash- 
ington. 

6. A letter dated April 24, 1959, to the committee from E. F. 
Sweeney, Chief of the Area Operations, Far East Office, Industrial 
Resources. 

I would like to incorporate those by reference. 

Mr. Harpy. It is so ordered. 

Mr. Reppan. I had asked Mr. Hall for his reports. Do you have 
those? 

Mr. Grant. Yes, sir. 
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Mr. Reppan. These reports have been submitted by ICA. They are 
monthly reports of Public Safety in Laos, and they are supposed to 
cover all of the reports from the inception of the program to date. 

I haven’t had a chance to examine them yet. May we also incor. 
porate these reports in the record by reference ? 

Mr. Harpy. It is so ordered. 

Is that all? 

Mr. Reppan. Yes, sir. 

Mr. Harpy. Let the subcommittee stand adjourned, subject to call 
of the Chair. 

(Thereupon, at 5 :02 


p-m., the subcommittee was adjourned, subject 
to call of the Chair.) 
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MONDAY, MAY 4, 1959 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON FoREIGN OPERATIONS 
AND Monerary AFFAIRS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a.m., in 
room 304, Old House Office Building, Hon. Porter Hardy, Jr. (chair- 
man of the subcommittee), presiding. 

Members present: Porter Hardy, Jr., Henry S. Reuss, Elizabeth 
Kee, John S. Monagan, George Meader, and Robert P. Griffin. 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel; Miles Q. Romney, counsel; Walton Woods, staff investi- 
gator; and Phyllis M. Seymour, clerk. 

' Mr. Harpy. Let the subcommittee come to order. 

The original purpose of the session this morning was to invite the 
ICA Director and a representative of the Department of State to 
discuss with the committee the testimony which has been developed 
during the course of these hearings, and to afford Mr. Saccio an op- 
portunity to comment on various points which have come to the at- 
tention of the subcommittee. And I am sure there are probably some 
he will want to discuss. 

However, during the last few weeks the committee has encountered 
a problem in connection with information which we have sought from 
the ICA, and I think we ought perhaps to clear that up, to begin with. 

During the course of the hearings, I requested that the subcom- 
mittee be furnished with the personnel records of three individuals 
formerly employed by ICA. These records are pertinent to our 
study. After several conversations between members of ICA, and 
myself and the subcommittee staff, we were advised by letter, dated 
April 20, 1959, from Mr. J. G. Burnett, General Counsel, ICA, that 
only portions of the records would be made available to the sub- 
committee. Mr. Burnett stated in part, “We have not included the 
preemployment security-suitability investigative materials or reports 
*** We have also, in accordance with a specific Department of 
State determination on this matter, omitted the ICA foreign service 
efliciency reports on these individuals. It has been concluded that it 
would not be in the public interest to release these reports, which are 
material of a character which the executive has traditionally with- 
held from disclosure.” With his letter, Mr. Burnett forwarded a copy 
of a letter addressed to him by Mr. Paul A. Sweeney, Acting Assistant 
Attorney General, Department of Justice. Mr. Sweeney’s letter was 
in response to Mr. Burnett’s inquiry of March 23, asking whether 
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section 612 of the Foreign Service Act of 1946 forbids the Directoy of 
ICA to permit our subcommittee to inspect the ICA’s correspondence 
and records relating to former Foreign Service staff officers, The 
Department of Justice view ruled that the act does not forbid such 
inspection. 

Subsequent to the receipt of the above-mentioned correspondence, 
on April 380, I wrote to Mr. Saccio, setting forth the views of the 
subcommittee with respect to the ICA and State Department posi- 
tions in withholding the requested materials from us, and invitin 
him to appear before the subcommittee today and also requesting him 
to bring with him the personnel file, including the efficiency records 
of Mr. N. Carter dePaul, former USOM Director in Laos, as well 
as the efficiency reports and related records of Mr. Edward T, Me. 
Namara, Mr. Haynes M. Miller and Mr. Daniel Harkins; the latter 
three being the records which had been denied to the subcommittee, 
On the same date, I addressed a letter to Secretary Herter, extending 
an invitation to him and to Under Secretary Henderson to be with 
us today, and enclosing a copy of my letter to Mr. Saccio. I was 
notified by telephone that Mr. Henderson would not be able to be 
present, but that Mr. Loftus Becker, Legal Adviser of the Depart- 
ment of State, would appear. 

Before we go further, I should like at this point, without objection, 
to insert the correspondence I have been referring to. 

(The correspondence referred to follows :) 

INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D.C., April 20, 1959. 
Mr. JoHN T. M. ReEppDAN, 
Chief Counsel, Foreign Operations and Monetary Affairs Subcommittee, Com- 
mittee on Government Operations, House Office Building, Washington, D.0. 

DEAR Mr. RepDAN: With reference to Chairman Hardy’s requests for the 
ICA personnel files of Edward McNamara, Haynes Miller and Daniel Harkins, 
we have reecived an opinion letter dated April 17, 1959 from the Justice De- 
partment (copy enclosed) which reaches the conclusion that, since these three 
individuals are no longer in the Foreign Service, section 612 of the Foreign 
Service Act does not legally forbid release of these materials to the committee, 
As you know, this question was referred to the Justice Department after con- 
sultation with the Legal Adviser of the State Department. 

In response to the committee’s requests, we are, under the circumstances in 
these particular cases, forwarding herewith the agency personnel files on the 
above-named three individuals. We have not included the preemployment se- 
curity-suitability investigative materials or reports, which, as I understand it, 
is in accord with the committee’s requests. We have also, in accordance with 
a specific Department of State determination on this matter, omitted the ICA 
foreign service efficiency reports on these individuals. It has been concluded 
that it would not be in the public interest to release these reports, which are 
materials of a character which the Executive has traditionally withheld from 
disclosure. Except for the above-mentioned materials, these are the complete 
ICA personnel files on these individuals. It is understood that the classifica- 
tion of these documents will be respected. I have indicated to you in our 
phone conversation the agency’s concern that certain internal communication 
materials in these files be used only for the committee’s information. 

Sincerely yours, 
JOHN G. BuRNETT, General Counsel. 


DEPARTMENT OF JUSTICE, 
Washington, April 17, 1959. 


Mr. Jonun G. BURNETT, 
General Counsel, International Cooperation Administration, 
Washington, D.C. 
Dear Mr. Burnett: In your letter of March 23, 1959, to Assistant Attorney 
General Wilkey, you ask whether section 612 of the Foreign Service Act of 194 
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forbids the Director of the Administration to permit a subcommittee of the House 
Committee on Government Operations to inspect the Administration’s corre- 
spondence and records relating to former Foreign Service staff officers, which are 
not subject to the President’s Directive of March 13, 1948, prohibiting the dis- 
closure outside the executive branch of records under the Government employee 
joyalty program, 3 CFR 1081 (1943-1948 Comp.). The question is one of statu- 
tory construction. 

This section makes confidential except to the President, specified officers and 
employees of the Department of State, and certain congressional committees and 
duly authorized committee staff members “the correspondence and records of the 
Department [of State] relating to the officers and employees of the [Foreign] 
Service [of the United States], including efficiency records.” It also provides 
that “under such regulations as the Secretary of State may prescribe and in 
the interest of efficient personnel administration the whole or any portion of 
an efficiency record shall, upon written request, be divulged to the officer or 
employee to whom such record relates.” 60 Stat. 1014, 22 U.S.C. sec. 987 (1952). 

Under this act the term “efficiency record” describes those materials considered 
to be pertinent to the preparation of an evalution of the performance of an 
officer or employee of the Service.? It includes all available information in re- 
gard to the character, ability, conduct, quality of work, industry, experience, 
dependability, and general usefulness of all officers and employees of the Service, 
including the reports of Foreign Service inspectors and the efficiency reports 
of supervising officers.* The efficiency record is to be used to evaluate the per- 
formance of Foreign Service officers to make findings for use in recommenda- 
tions for promotion.‘ 

Once an officer or employee is separated from the Service, it is no longer 
necessary to evaluate his performance as such an officer or employee. Similarly, 
he need no longer request that there be divulged to him his efficiency record on 
which his performance would formerly have been evaluated. Hence the pro- 
vision of section 612 of the Foreign Service Act of 1946, authorizing its divulge- 
ment to the officer or employee of the Service to whom it relates, would seem 
to concern the efficiency record relating to a present officer or employee, not 
that relating to a former officer or employee. 

It will also be observed that efficiency records are specifically included among 
the correspondence and records of the Department of State relating to an officer 
or employee which the first sentence in section 612 makes confidential, except to 
the President and the other specified officers and employees of the Department, 
and certain congressional committees. Their inclusion in that sentence would 
similarly indicate that the correspondence and records there made generally con- 
fidential are those relating to a present officer or employee of the Service, not 
those relating to a former officer or employee. 

In addition to the reference to efficiency records in the first sentence, it also 
refers to the records and correspondence relating to “the” officers and employees 
of the Service. The use of the quoted particle similarly indicates that the rec- 
ords and correspondence which the first sentence makes generally confidential 
are those relating to present officers and employees of the Service, not those 
relating to former officers and employees. 

Finally, the legislative history of the original statute on this spbject discloses 
that it was enacted to benefit those who were then officers of the Service, by 
limiting inspection of the correspondence and records relating to them solely 
to those who are required to record or evaluate their performance for consid- 
eration of their possible promotion and to the administrative superiors who 
would decide whether they should be promoted” The matters with which the 
present statute and the prior legislation on this subject is concerned involve 
the correspondence and records relating to the possible promotion of a present 
officer of the Service. The considerations which support their generally con- 





+A Foreign Service staff officer is in the fourth of the six categories of the personnel of 
the Foreign Service of the United States, 60 Stat. 1002, 22 U.S.C. sec. 861 (1952). The 
International Cooperation Administration has been established as an agency in the Depart- 
ment of State. See Executive Orders Nos. 10610 and 10742, 3 CFR 66 (Supp. 1955) and 
3 id. 98 (Supp. 1957), respectively, and Delegation of Authority 85 of the Secretary of 
State, as amended, 20 F.R. 4825, 7950; 22 id. 7344, 10124; 23 id. 539; 24 id. 1217. 

260 Stat. 1013, 22 U.S.C. sec. 981 (1952). 

*60 Stat. 1013, 22 U.S.C. sec. 986 (1952). 

£60 Stat. 1014, 22 U.S.C. sec. 933 (1952). 

546 Stat. 1215. See, for example, S. Rept. No. 1069, 70th Cong., 1st sess., 2-3 and 5 
(1928) ; 69 Congressional Record 8306; H. Rept. No. 2702, 7ist Cong. 14 (1981). 





862 UNITED STATES AID OPERATIONS IN LAOS 


fidential treatment would seem to have no application to those relating to a 
former officer of the Service whose performance need no longer be evaluated for 
purposes of his possible promotion. 

Accordingly, I am of the view that section 612 of the Foreign Service Act of 
1946 does not forbid the Director of the administration to permit a subcom. 
mittee of the House Committee on Government Operations to inspect the aq. 
ministration’s records and correspondence relating to a former Foreign Service 
staff officer. In the light of this view, it is not necessary to consider your 
question whether such a subcommittee is included within the meaning of the 
phrase “the legislative and appropriations committees of the Congress charged 
with considering legislation and appropriations for the Service” in this section 
Nor does an answer to your questions require an expression of views as to 
whether section 612 of the Foreign Service Act of 1946 is applicable to the cop. 
respondence and records of the administration relating to a retired officer or em. 
ployee of the Foreign Service. 

The views expressed in this letter concern only the question whether this 
section forbids the Director to permit inspection of the administration’s eor. 
respondence and records relating to a former Foreign Service staff officer 
Whether it is in the public interest to refuse to disclose particular informa. 
tion, not otherwise made confidential, in such correspondence and records 
would present a matter for administrative decision, not a question of law. 

As these views on the question of law presented in your letter may be of 
interest to the Legal Adviser to the Department of State, I am sending him a 
copy of this letter. 


Sincerely yours, 
PAUL A. SWEENEY, 
Acting Assistant Attorney General, 
Office of Legal Counsel. 


A priv 30, 1959, 
Mr. LEONARD J. SAccrto, : " 


Acting Director, International Cooperation Administration, 
Washington, D.C. 


DEAR Mk. Saccio: Reference is made to the letter of April 20 from your Gen. 
eral Counsel enclosing an opinion dated April 17 from the Department of Justice 
to your agency relating to my request for the personnel files of Edward T, 
McNamara, Haynes M. Miller, and Daniel Harkins. 

It is noted that the aforesaid opinion did not rule on the applicability of see. 
tion 612 of the Foreign Service Act with respect to any request from my sub- 
committee for personnel data. As I read the ruling, it merely states that former 
employees do not come within the purview of section 612, and since the employees 
named in my request are in that category, there is no legal reason for refusing 
to supply me with the documents I called for. 

Notwithstanding this decision, the subcommittee is informed that your agency 
then proceeded to discuss the matter with the State Department and obtained 
a determination from Secretary Henderson that we should be denied access to 
the efficiency ratings of the aforementioned individuals on the basis of so-called 
Executive privilege. Thereupon, these records were removed from the personnel 
files of the aforesaid individuals, before being made available to us, even though 
your agency had been advised that these efficiency rating records were most 
important to the subcommittee in order to reach conclusions relating to the 
efficiency and economy of ICA’s operations in Laos. 

I do not accept the position taken by the Department of State and the Inter- 
national Cooperation Administration in this matter. 

As you must know, the Government Operations Committee is a legislative 
committee within the meaning of section 612 of the Foreign Service Act. Its 
jurisdiction in this respect includes all reorganization plans relating to the 
Foreign Service, the Department of State, and the International Cooperation 
Administration. During the present session of Congress there are included 
among the bills referred to the committee, H.R. 1311, introduced by Mr. George 
Meader, to impose on the Secretary of State ultimate responsibility for all USIA 
functions, and H.R. 6605, introduced by me, to transfer to the Deputy Under 
Secretary of State for Administration ultimate responsibility for all personnel 
functions relating to ICA and certain other Foreign Service employees. This 
latter bill has been referred to my subcommittee. 

From the above, it should be as clear to you as it is to me that the request of 
my subcommittee for ICA employee personnel files, including efficiency reports 
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and related documents, for use in connection with an official subcommittee in- 
quiry, is based upon statutory authority and the Rules of the House of Repre- 
gentatives, and that section 612 of the Foreign Service Act requires that you 
comply with my request. It should also be equally clear to you that the sub- 
committee’s right to these records once established continues so long as it needs 
for such records exist and neither ICA nor the Department of State can defeat 
this right by the simple expedient of firing an employee and then refusing to 
divulge, on the grounds of Executive privilege, those parts of his personnel 
records directly relating to, or material to, his dismissal. 

In order that my subcommittee may properly carry out its duly assigned func- 
tions in connection with the aforesaid pending legislation, I am taking this 
means of calling upon you to appear personally before the Foreign Operations 
and Monetary Affairs Subcommittee in executive session at 10 a.m., Monday, 
May 4, in room 804, House Office Building, and bring with you the complete 
personnel file, including the efficiency records, of Mr. Carter dePaul, one of 
your present employees. ; 

I am also requesting you to bring with you at the time and place aforesaid 
the efficiency reports and related records of Edward T. McNamara, Haynes M. 
Miller, and Daniel Harkins, 

Sincerely yours, re 
PoRTER Harpy, Jr., Chairman. 
APRIL 30, 1957. 
Hon, CHRISTIAN A. HERTER, 
Secretary of State, 
Washington, D.C. 

Deak Mr. SECRETARY: Enclosed is a copy of a letter which I have today de- 
livered to Mr. Leonard J. Saccio, Acting Director of the International Coopera- 
tion Administration, calling for the production of certain personnel records, in- 
duding efficiency reports, of certain present and former employees of ICA before 
my subcommittee in executive session on Monday, May 4, at 10:00 a.m., in room 
304 House Office Building. ’ 

An invitation is hereby extended to you to be present at that time if your sched- 
ule permits you to do so. If you cannot be present, I should appreciate your re- 
questing Secretary Henderson to appear for you, since I am sure he is thoroughly 
familiar with the problem involved. 

Sincerely yours, 
PorRTER Harpy, Jr., Chairman. 

Mr. Saccio, did you bring with you the folder of Mr. dePaul ? 

Mr. Saccio. Mr. Chairman, I did not. If you would like me to go 
ahead and explain my reason for not doing so, I will go ahead right 
now. : 

Mr. Meaver. Does our record show that the request made during 
the hearings for those personnel folders was recognized by ICA as a 
valid request by this committee, with the same force as if there had 
been a subpena issued for those documents ? 

Mr. Harpy. I don’t know about the degree of force which was recog- 
nized, but it was recognized as a valid request of the committee by Mr. 
Grant of the General Counsel’s Office of ICA, who has been serving 

cs ' ? > 
asliaison for the subcommittee. 

Mr, Meaver. I see Mr. Grant nodding his head. I just wondered. 

Mr. Harpy. I think maybe in order to clear this up, maybe we 
should have Mr. Saccio comment on that point. I believe, Mr. Saccio, 
that the request made in the hearing for those folders was recognized 
by the agency as being just as valid as a written request, was it not ? 

Mr. Saccio. Oh, certainly, sir. That is the main purpose of Mr. 
Grant being in attendance here—to be sure that whatever the commit- 
tee wants is immediately attended to. 

Mr. Harpy. Thank you. 

Now, is there anything further we need here before I ask Mr. Saccio 
comment on this? Any questions over on this side ? 
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Mr. Monacan. These most recent letters on the request are also ip. 
cluded in the record ? 

Mr. Harpy. Yes. They have just been put in. We do not have q 
reply to the April 30 letter. The reply, I presume, will be presented 
orally this morning. 


STATEMENT OF LEONARD J. SACCIO, ACTING DIRECTOR, INTERNA. 
TIONAL COOPERATION ADMINISTRATION; ACCOMPANIED By 
JOHN G. BURNETT, GENERAL COUNSEL; AND LOFTUS BECKER, 
LEGAL ADVISER, STATE DEPARTMENT 


Mr. Saccio. Yes. The letter of April 30 was delivered, I believe, 
on Thursday or Friday of last week, and we are here in response to 
that letter. 

Mr. Mraper. You do not have a prepared statement to present this 
morning? 

Mr. Saccro. Not a written prepared statement, but I am ready to 
proceed on this orally. 

Mr. Harpy. Thank you, Mr. Saccio. If you will go ahead. Yoy 
did not bring the file, but if you will tell the committee what the status 
is, I would appreciate it. 

Mr. Saccro. I shall. 

We have discussed this question with the proper officials of the State 
Department since the original request was made, and in specific re- 
sponse to the file on Mr. Carter dePaul we have come to the conclu- 


sion—ICA and the State Department—that the efficiency records of | 


Mr. dePaul’s personnel file will not be turned over on the basis of 
Executive privilege. The same holds true as to the efficiency records 
of McNamara, Haynes Miller and Daniel Harkins. There is some 
question as to the remainder of Mr. Carter dePaul’s file, to wit, cor- 
respondence which relates to his employment, his standing or position 
with the agency, which must be resolved under section 612 already 
discussed and part of the subject of your letter. 

Mr. Harpy. Before you go ahead, Mr. Saccio, will you identify the 
individual in the Department of State who came up with that con- 
clusion ¢ 

Mr. Saccro. I think I should leave that to Mr. Becker, since he is 
here to represent the State Department. 

Mr. Harpy. Well, I think in order to keep this matter in proper 
perspective, I would like to have Mr. Becker, if he will, do it at this 
time, so that we may have it in its proper position. 

Mr. Becker, before you do, I want to express appreciation for your 
presence. 

Mr. Becker. Thank you, sir. 

I want to explain, Mr. Chairman, the reason why I am here in sub- 
stitution for the Secretary, Mr. Henderson, is that they understood 
that perhaps legal matters would be under discussion this morning 
and hoped that our-—— 

Mr. Harpy. I am a little disappointed. It is true we will take up 
some legal matters, but I do not believe that the question of legality 
is involved in this matter of Executive privilege. Based on a con- 
versation I had with Mr. Henderson on the telephone, I got the im- 
pression he made the specific decision to apply Executive privilege 
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That is another aspect of the matter which goes beyond legal consid- 
erations, and on that basis I am disappointed Mr. Henderson did not 
gee fit to honor us wit h his presence. 

Mr. Becxer. In answer to your question, Mr. Chairman, the deci- 
sion not to deliver the efficiency reports was made by the Secretary 
of State, Secretary of State Herter. 

Mr. Harpy. It was made by Mr. Herter? All right; thank you. 

Maybe we ought to determine exactly when he made that decision, 
because he got back very recently. 

Mr. Becker. He confirmed that decision immediately before I came 
over here this morning. 

Mr. Harpy. Thank you. Mr. Saccio, go ahead. 

Mr. Saccro. I am not sure what question I am now answering. I 
believe I gave you the position of ICA and the State Department on 
your request for these files. 

“ Mr. Harpy. You left the matter of section 612 hanging fire, I 
thought. i 

Mr. Saccto. Yes. 

Mr. Mreaver. Before he leaves that, may I get one thing clear in my 
mind ¢ 

Mr. Saccio, you are Acting Director of ICA at the present time? 

Mr. Saccro. That is correct. 

Mr. Meaper. And you served as General Counsel for ICA prior to 
that ? 

Mr. Saccto. Yes, sir. 

Mr. Meaper. Is it your understanding that the relationship between 
ICA and the Department of State is such that the decision made by the 
Secretary of State is binding upon the ICA with reference to a matter 
of delivery of files requested by a congressional committee ? 

Mr. Saccro. That is my understanding. 

Mr. Meaper. In other words, you have no independent discretion, 
so that notwithstanding the decision of the Secretary of State, if you 
disagreed with it you could not produce the files of your own 
initiative ¢ 

Mr. Saccio. Well, I consider my position in the State Department- 
ICA, as an officer of the State Department, and I take my instrue- 
tions from the Secretary of State or the Under Secretary of State, as 
Director of ICA. I have the primary responsibility to make such a 
decision as far as the files are concerned, since they are in my posses- 
sion as Acting Director of ICA. Where there is any question which 
is of common importance to the Department and ICA, I would not 
make a decision without consulting with the officials of the State De- 
partment as such. Where a decision is, as far as the delegation of 
authority is concerned, is within my own province, and it is not a 
common problem, I can make those decisions myself without referring 
to the State Department. 

Mr. Mrapver. It frequently has been said that ICA is “at” and not 
“in” the State Department, and I was wondering with respect to this 
problem whether you regarded yourself as a subordinate of the Secre- 
tary of State, and apparently you do. 

Mr. Saccto. I do. 

Mr. Harpy. I thought you made a distinction there as between mat- 
ters that were strictly ICA and those in which there was an element of 
joint responsibility. 
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Mr. Saccro. There is theoretically a distinction, Mr. Chairman, bg. 
tween decisions that the Director of ICA makes as a matter of cours 
from day to day without necessarily consulting with anyone in the 
State Department, and those on which he obtains the concurrengg 


of the State Department. He is delegated to do the work in the fielg | 
of the mutual security program on the economic side. As a matter of | 


fact, in practice, even before the ICA, or, as it was once known, the 
FOA, became a part of the State Department, there was constant cop. 
sultation between the two agencies, since the State Department had 
to decide the policy. In the past 2 or 3 years the amalgamation of the 
two agencies has proceeded quite considerably and actually the operg. 


tions as well as foreign policy determinations are part of the State 


Department activity as a regular course. 

Mr. Mraper. Let me make sure I understand this completely clearly 
Mr. Saccio ? 

Mr. Saccro. Yes, sir. 

Mr. Meaper. Not only did you consult with the State Department 
and having done so felt obliged to follow the decision made by the 
Secretary, but, if I understood your testimony with respect to this 
relationship correctly, you were under an obligation on a matter of 
this kind not to take any action independently, but were required to 
refer this matter to your superior, the Secretary of State, for decision, 

What I am getting at is, this matter 

Mr. Saccro. I understood the question, but I am trying to be very 
clear as to how I would answer it. : 

If I may read in answer to the question specifically from Executive 
Order 10610 under section 103(a), it says here: 





The said Administration— 
that means the ICA— 


in all functions, offices, and agencies transferred by this part shall be subject 
to the direction and the control of the Secretary of State. 

It is quite possible for me to have made the decision on my own on 
this without consulting the State Department on the assumption that 
I was making the right decision; but at the same time, in view of the 
importance of it, I felt that we should consult with the State Depart- 
ment, because there is a section of the law, No. 1, 612, which applies 
to Foreign Service officers as well as it applies to our people, and, natu- 
rally, an interpretation by our agency should conform with an inter- 
pretation of the State Department, and, if we were both unsure of it, 
obviously I would get the higher legal officer in the executive branch 
to make such a decision and give us a legal opinion. 

Presumably from day to day I can make decisions as to what records 
I will yield, and what records I will not, but when it comes to a ques- 
tion of this kind it is obvious that I would consult with the State De- 
partment just as any agency, such as the Commerce Department or 
Labor Department, would consult with the Attorney General if a difi- 
cult question came up. Ordinarily the Secretary of Labor and Secre- 
tary of Commerce make decisions, and he does not have to go to any- 
body else as long as he feels it is within his authority. 

Mr. Meapver. Then I am now gathering the opinion that it is dis- 
cretionary on your part whether you should furnish the files the com- 
mittee requested, or whether you should discuss it with the Secretary 
of State ? 
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Mr. Saccio. No, it is not discretionary. I think I should follow 
what I consider the right rule, and in coming to that decision I would 
obviously consult with the Secret tary of State, who is my superior— 
my direct superior—it is not just a matter of being in a different De- 

artment—if I had any concern about my decision. I am the person 
who holds the records legally. Isn’t that so? (Question directed to 
Mr. Burnett. ) ' 

Mr. Burnerr. You are the custodian. 

Mr. Saccio. I have to make the decision, I presume, and obviously, 
I would consult with people who have a common interest in the 
problem, and people who are my superiors, who could order me to do 
something one way or the other. 

Mr. Meaper. Now | am getting the i impression that the only reason 

ou consulted with the Sec: retary of State was not because you were 
obliged to, since you were his subordinate, and your custody might 
be said to be the custody of the Secretary of State of these records, 
but only because you had some doubt in your mind and therefore you 
consulted with not only the Secretary of State, but the legal officer 
of the Government, the Attorney General, to help you make up your 
mind what your decision should be. 

Mr. Saccio. And the importance of the question. Legal problems 
and policy problems are not easy to decide. And ordinarily in the 
day-to-day work a man makes decisions. If they are tough ones and 
involve people who have the same interests, he obviously consults with 
them. 

Mr. Meapver. May I proceed to get one more item I want to out of 
the way ¢ 

Mr. Harpy. If you have another item, let me ask him one more on 
this point. 

Mr. Meaper. All right. 

Mr. Harpy. On the same point, if the Secretary of State withdrew 
his objection, would you, as Director of ICA, make these documents 
available? You still have discretion, according to your own testimony. 

Mr. Saccio. I don’t know what I would do in this case. I assume— 
we would have come to a common decision—— 

Mr. Harpy. You are actually looking to the Secretary to back you 
up ina deci ‘ision which you hold. 

Mr. Saccto. No, sir. I would not say that. I didn’t come to my 
decision and say this is it, and I am going to ask the Secretary of State 
to back me up on it. We consulted w ith each other, because it is not 
a matter of saying, “I feel these records should not go there and I 
am going to do ever ‘ything I can possibly do to back up that decision.” 
We worked on it in common because it is a common problem. I am 
not trying to avoid any responsibility for a decision on my part, or a 
decision—— 

Mr. Harpy. The thing I am trying to get from you is this: If the 
Secretary withdrew his objection, is it your contention you still have 
the power to withhold the files? 

Mr. Saccro. If in addition to withdrawing his objection he said he 
thought I should do it—— 

Mr. Harpy. I am not asking you about a direction from him now, 
but I am asking you whether or not it is your contention you have 
the authority to withhold them, even if the Secretary withdrew his 
objection. 

41067—59—— 
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Mr. Saccro. I would have the authority. Whether I would do gy 
or not I don’t know at this point. 

Mr. Harpy. You would have authority as what ? 

Mr. Saccro. Presumably as head of the agency at the present time, 
The delegation of authority to act on a decision at this time, 

Mr. Harpy. Mr. Becker, I would like to ask you, do you concur in 
that? Does Mr. Saccio have the authority to withhold these records if 
the Secretary of State withdrew his objection ? 


Mr. Becxer. Well, Mr. Chairman, I really haven’t examined that 


question because the situation has not in fact appeared, and I would 
prefer not to answer a hypothetical question. 

Mr. Harpy. All right. Let me pursue it just one step further now, 

I want to see, Mr. Saccio, whether I understand your whole argy. 
ment on this point. You suggest that Executive priv ‘ilege m: vy be used 
to deny presenting to a committee of Congress what a statute says it jg 
entitled to? 

Mr. Saccio. Well, we have to make the assumption that the statute 
so requires. 

Mr. Harpy. I am assuming that at the moment and I don’t want to 
concede otherwise. I will let you make that assumption if you are 
going to argue ths at later on, but I don’t assume anything of the kind, 

Mr. Saccio. But you are asking me for a legal opinion as to whether 
[ still, as Acting Director of the agency, could withhold the doeu- 
ments, despite an interpretation that 612 permits me to give it to this 
committee. I want to be sure of what the question Is. 

Mr. Harpy. That is not quite the question. That is one phase of it, 
but it is only one phase of it. 

Mr. Meaper. Why don’t we read section 612? 

sefore you get to it, had: soniien. 

Mr. Harpy. Allright. I thought I would clear it up right now. 

Mr. Meaper. Mr. Saccio, the refusal to honor the committee’s re- 
quest for documents that you have just announced is not based—and 
I am making this in the form of a statement, but I am asking a ques- 
tion to see whether you agree with me—your refusal is not based on 
the fact or the possibility, rather, that records might become public, 
that is, available to everybody—the press and general public? 

Mr. Saccio. No, it is not, sir. 

Mr. Mreaper. You recognize that the request was stated in the form 
to produce these documents at an executive session ? 

Mr. Saccto. I do, sir. 

Mr. Meapver. In which any classification of the documents would 
be respected. 

Mr. Saccro. I understood that. Yes. 

Mr. Meaper. And you are not concerned that the possible classifica- 
tion might be interfered with, or affected in any way, by the pro- 
duction of the documents in executive session 4 

Mr. Saccrio. No, I did not have that concern, and the relationship 
between ICA and this committee would certainly allay any such con- 
cern. We have worked here a year and a half on this inv estigation and 
I don’t know that there is any problem in that area 

Mr. Mraper. I think it is important frequently. I might say | 
sat for a time on the Moss Subcommittee on Government Informa- 
tion, and I think frequently we failed to draw a distinction between 
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the making available of public documents to the public generally 
and the honoring of a congressional subpena of a committee auth- 
prized to inquire, where proper safeguards are erected to be sure 
that the classified nature of the material will not be violated. 

Mr. Saccto. That is an lnportant distinction, but as | indicated, it 
did not influence the decision in this case. Privilege is being main- 
tained regardless of the security classification of the document. 

Mr. Harpy. Now, if I might get back to my question then. It was 
something along this line: Were you suggesting that Executive privi- 
lege may be used to deny to this committee the statutory mandate. 
And I will go a little further and say that mandate as contained in 
section 612. 
~ Mr, Saccto. I should answer that hypothetically, that it is possible 
that a provision of law may be unconstitutional. So therefore you 
may have a situation—and I emphasize again the hypothetical na- 
ture of my answer—you may have a situation where a section of the 
law states that something should be done, and still it may not be en- 
forceable, because it may be contrary to the Constitution. Too many 
eases have been before the Supreme Court for me to emphasize that. 
You have put a hypothetical question to me, and that is the hypo- 
thetical answer. 

Mr. Harpy. I am not quite sure I understand that hypothetical 
answer. 

Mr. Meaper. Are you asserting that section 612 providing for the 
furnishing of information to various congressional committees is 
unconstitutional, Mr. Saccio? 

Mr. Saccto. No, I am saying we go on the assumption that 612 re- 
quires the production of these records here. I don’t know whether 
it does or not. I would leave that ultimately to the Attorney Gen- 
eral, to advise us on that, but I am saying if it did, there is still a 
question as to whether Executive privilege is superior to any direction 
of that kind. 

Mr. Meapver. Would you read the statute? 

Mr. Harpy. I am going to do it in a moment, and I call your at- 
tention to the fact that this is part of the statute, and the legislative 
history clearly indicates its purpose. 

Mr. Mraper. It was signed by the President. 

Mr. Harpy. It was signed by the President of the United States. 
Itisa part of the Foreign Service Act of 1946, and the contention of 
Executive privilege has not been invoked on previous occasions when 
other committees of the Congress have requested these files. 

Now I will read the statute. 

Mr. Meaver. And I would like to have both witnesses say whether 
intheir opinion it is constitutional. 

Mr. Harpy. The statute reads—— 

Mr. Monacan. What is the full citation of that ? 

Mr. Harpy. It is section 987, title 22. It is known as section 612 
of the Foreign Service Act, and it reads as follows: 

* * * the correspondence and records of the Department relating to the officers 
and employees of the Service, including efficiency records as defined in section 
981.1 of this title, but not including records pertaining to the receipt, disburse- 
ment and accounting of public funds, shall be confidental and subject to inspec- 
tion only by the President, the Secretary, the Under Secretary, the counsel of 
the Department, the Legislative and Appropriations Committees of the Congress 
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charged with considering legislation and appropriations for the Service 

representatives duly authorized by such committees, the members of the Beak 
of the Foreign Service, the Director General, and such other officers and o 
ployees of the Government as may be assigned by the Secretary to work on gs o 
records. uch 


Under such regulations as the Secretary may prescribe and in the interest of 
efficient personnel administration, the whole or any portion of an efficiency 
record shall, upon written request, be divulged to the officer or employee to who 
such record relates. ” 

That is the end of the section. 

I call your attention to the wording, the use of the word “shal].” 
which must be construed not only with the word “confidential” but also 
be tied to the words “subject to inspection.” It does not, as I read it 
constitute a discretionary matter. 

Mr. Meaper. I would like to have the legal opinion of these two 
distinguished lawyers, as to whether or not that statute was constitu. 
tional, or that provision of the statute. 

Mr. Harpy. I think it is a good idea. 

Mr. Saccro. I would bow to the legal adviser of the State Depart. 
ment, unless you want me to go first, and I will express a conclusion, 

Mr. Brecker. I am prepared to give the position of the Department 
Mr. Meader. 

It is our position that the entire personnel file—and before I go into 
that, let me explain that I too am not and had no question on classifi- 
cation or security—this is pure Executive privilege—it is our position 
that the entire personnel file is protected from disclosure by the princi- 
ple of Executive privilege, which in turn rests upon the constitutional 
doctrine of separation of the powers. Our policy is not to exercise 
Executive privilege every time that we possibly could, and that is the 
reason why we have turned over to this committee substantial por- 
tions of personnel files. 

However, insofar as the efficiency reports are concerned, the Secre- 
tary has made the determination that 1t should not be disclosed, and 
it is our position that if there is any statute which limits his discretion 
in that regard, that statute is unconstitutional. 

Mr. Harpy. Let us examine a report relating to this particular sub- 
ject, a conference report, in June of 1946, which relates to this amend- 
ment to include the committees and representatives of the committees 
as having the right of access to these documents. Here is an excerpt. 

Let’s read the whole thing. 

It is amendment No. 21, which includes committees and their rep- 
resentatives : 

The amendment to the act for the reorganization and improvement of the 
Foreign Service of the United States permits the legislative and Appropriations 
Committees of the Congress charged with legislating for and appropriating for 
the Department of State to have access to the correspondence and records of the 
Division of Foreign Service Personnel. As the bill passed the House, duly au- 
thorized representatives of such committees were also authorized to have access 


to such correspondence and records. The Senate amendment eliminated repre- 
sentatives of committees. 


And here is a significant part : 


The Department of State advised the conferees that they would have no objec- 
tion to representatives of such committees having access to such correspondence 
and records if such representatives were authorized by a majority of their 
committee. 
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Now we find ourselves in the position of the Department of State 
oficially notifying the conference committee that they not only had 
no objection to the committees having access to them, but they had no 
objection to the Tepresentatives of the committees having access to 
these records. Now we have you coming in here and claiming Execu- 
tive privilege to nullify the representations made at the time the act 
was passed—representations made by the executive branch. 

Would you like to comment on the inconsistency, Mr. Becker ? 

Mr. Becxer. I am merely stating the position of the Department 
atthistime. I have no knowledge in 1946- 

Mr. Harpy. Is it your position that the Department can change its 
rules at any time it sees fit? 

Mr. Becker. My comment is the Department has deliberately made 
this decision. 

Mr. Harpy. Would you want the committee to understand then that 
the Department has determined that there is matter in these records 
which it wants to withhold from the committee in order to conceal the 
action which has been taken, or the reasons for action which has been 
taken ? 

Mr. Becker. Not at all. At any time we are prepared to inform the 
committee of action which has been taken. 

Mr. Harpy. I say, the reasons for the actions. 

Mr. Becker. The deliberations. Yes. 

Mr. Reppan. Mr. Becker, section 601 of the Foreign Service Act, 
as you know, distinguishes between the efficiency reports and the ef- 
ficiency records. Both you and Mr. Saccio have referred to efficiency 
records. Are you using that as an overall term, or are you using it in 
the language of the statute? 

Mr. Becker. I think that there are a number of papers that, as I 
understand it, have already been turned over which might come under 
the general category of efficiency records. The more general, as I un- 
derstand it. I am talking about the specific efficiency reports that are 
so termed and are defined by regulation and required to be made. 

Mr. Ssccto. That is right. 

Mr. Reppan. Can you tell me what an efficiency report is? Will 
youdescribe it? Isit asingle document? 

' Mr. Becker. Yes. It consists of a report on the performance of an 
individual, and also approval of that report by a superior officer who 
issuperior to the man who made this efficiency report. 

Mr. Reppan. Now, Mr. Saccio, is that what you have in mind when 
you refer to efficiency reports, or efficiency records, rather ? 

Mr. Saccro. Yes. Something that is in the file where an official is 
required to give an evaluation of the work of somebody. 

Mr. Reppan. That could be a record, or that would be part of the 
¢ficiency records, as I understand it, and what Mr. Becker is talking 
about is the efliciency report, which is the analysis of the material 
which has been submitted. 

Mr. Saccro. I don’t know that Mr. 

Mr. Harpy. The statute separates those two things. 

Mr. Saccio. Yes. There are items in a personnel file which may be 
considered specifically in the light of evaluation. There may be 
something there where a man gives his view of another person and 
his work. What Mr. Becker and I, I believe, are referring to, are 
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those which officially must be made by an officer of the State Depart. 
ment, or somebody else who is required to make this judgment and put 
it in the record. 

You may have a letter which some fellow writes in and says, “Thjs 
man did a wonderful job.” But he was not required to say it ang 
he could put that in any time he wants just by putting it in the mail. 
box. ‘That is an evaluation in one respect, but it does not mean it is 
an efficiency report in the sense that he is making a judgment as part 
of carrying out his duties. 

Mr. Becker. Perhaps I may clarify it by indicating this: If a map 
writes a letter, the Director General may regard that letter in eop. 
sidering or evaluating the man. 
tinent, it would be an efficiency record, but it is not an efliciency report, 
And I believe that we have, or ICA has, turned over to the committee 
a number of letters, and so on, written by various members of the 
Department, and we concur in their handing over those papers, even 
though they could be termed efficiency records. 

Mr. Reppan. Do you know whether or not they have turned over 
to the committee all such documents ? 

Mr. Becxer. I have no personal knowledge of exactly what has 
been turned over. 

Mr. Reppan. Mr. Saccio, do you know whether or not all such doeu- 
ments referred to by Mr. Becker have been turned over to the com. 
mittee ? 

Mr. Saccro. I have been told that this committee has been given 
or offered everything in these files except for the efficiency reports, 
and the preemployment investigations. 

Mr. Harpy. Efficiency reports as distinguished from efficiency 
records ? : 

Mr. Saccro. That is right. 
those two. 

Mr. Reppan. And the efficiency report which you are referring to 
isa formal agency document ? 

Mr. Saccto. It does not have to be in the formal shape I know of. 
I didn’t sav every one of these, but the distinction would be as to 
whether this is required. 

Mr. Reppan. Isn’t there a regular printed established form for set- 
ting up efficiency records, Mr. Saccio ? 

Mr. Saccro. I am informed that the ones withheld are all formal 
efficiency reports. 

Mr. Reppan. And the testimony is that they are the only docu- 
ments that have been withheld from the committee ? 

Mr. Saccro. From those you requested. Yes, sir. 

Mr. Harpy. So we can be sure what we are talking about, section 
981 defines efficiency records in this manner: 


We have made a distinction between 


Efficiency record is the term which describes those materials considered by 
the Director General to be pertinent to the preparation of, and evaluation of, 
the performance of an officer or an employee of the Service. 

Now, you have not withheld those ? 

Mr. Saccto. Some of the documents we have turned over could in 
all respects be considered pertinent 





Mr. Harpy. I am not talking about some of the documents. I am 
asking you if you have withheld any of them. 


And since he regards that as per: | 
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Mr. Saccto. We have withheld the formal efficiency reports that are 
in the files. 

Mr. Harpy. Let me read you what the statute says the efficiency 
report is, and let us see if we are talking about the same thing: 

No. 2. Efficiency report is the term which designates the analysis of the per- 
formance of an Officer or employee made by his supervising officer or by a 
Foreign Service Inspector in accordance with such regulations as may be 
prescribed by the Secretary. 

Isthat the only thing that you have withheld? 

Mr. Saccto. Yes, sir. 

Mr. Harpy. The formal report ? 

Mr. Saccro. That is right. 

To supplement my answer, as I indicated before, we also withheld 
the preemployment checks, which you did not ask for. 

Mr. Harpy. I am not exercised about the preemployment checks. 

Mr. Saccro. I just wanted to make my answer complete. 

Mr. Harpy. We had a reason for feeling that we needed the efficiency 
records and reports. 

Mr. Saccio. Yes. 

Mr. Harpy. I did not have any notion that we did need the pre- 
employment checks. 

Mr. Reppan. Mr. Saccio, I would like to know if you are making 
any distinction in section 612 as to whether or not the committee may 
be entitled to efficiency records, but not efficiency reports. Are you 
making any such distinction as that ? 

Mr, Saccrio. I don’t think so. As Mr. Becker has said, or perhaps 
Ishould let him speak in explanation of his own statement, we have 
waived the privilege in some of these and in others we haven’t. 

Mr. Reppan. In other words, there is no question in your mind but 
what section 612 would cover the efficiency reports, but in this par- 
ticular case you are exercising Executive privilege and denying 

Mr. Saccio. I would not give a legal opinion on that, Mr. Reddan. 
Thaven’t personally reviewed all the legal implications of this sec- 
tion, or the interpretation of it. 

Mr. Reppan. Perhaps Mr. Becker could answer that question. 

Mr. Becker. Well, as I pointed out previously, we are relying on 
Executive privilege. I think there is a reading of this section—and 
lam referring to 22 U.S.C. section 987, to the effect that the efficiency 
records that are referred to in that section do not include the efficiency 
reports that are defined in subsection 2 of section 981. 

Mr. Reppan. Excuse me. I do not have that before me. 

Mr. Becker. I say, efficiency records as used in 987 do not include 
dliciency reports that are defined in subsection 2 of section 981. 

Mr. Reppan. Yes. Now, if you will look down at the bottom there, 
it refers to the fact that, under the regulations the Secretary may 
prescribe, 








and in the interest of efficient personnel administration, the whole or any por- 
tio of an efficiency record shall, upon written request, be divulged to the officer 
oremployee to whom such record relates. 


Do I understand you to say that you don’t think efficiency record 
there refers to efficiency reports also? 
_ Mr. Becker. I haven’t considered that question and I don’t think it 
ispertinent to our present inquiry. 
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Mr. Harpy. The only basis on which it might be pertinent, Mr 
Becker—and there is one basis on which it might be pertinent—ig thig. 
Mr. Harkins specifically authorized the committee in his behalf t 
request the files. 

Mr. Becker. Well, this does not refer to anybody other than th, 
person involved. It does not say 

Mr. Harpy. He was the person involved in that case. 

Mr. Becker. Yes, he was the person involved there, but it does not 
say there that that person may authorize somebody else to look at it, 

Mr. Reppan. The reason I was asking you the question, Mr. Becker. 








is that efficiency records are referred to here at the bottom, and ap | 
also referred to at the top, where it says, “correspondence and records | 


of the Department including efficiency records.” 

Mr. Becker. That is correct. 

Mr. Reppan. My*question was whether or not in your opinion eff. 
ciency records means the same or includes both the reports and 
records? 

Mr. Brecker. As I said, there is a reading of the statute—I am not 
giving an opinion offhand, but there is a reading of the statute to 
the effect that it does not include an efficiency report as defined in the 
second subsection of section 981. 

Mr. Reppan. Who read the statute that way? What do you mean 
by “there is a reading of the statute”? 

Mr. Becker. Weare relying on the principle of Executive privilege, 

Mr. Reppan. Have you read the reports on this in connection with 
examination of the legislative history ? 

Mr. Becker. No, I have not. 

Mr. Reppan. In volume 8 of the House Reports, at page 83, of the 
79th Congress, 2d session, 1946, referring specifically to section 612 and 
to the phrase “efficiency records,” it states this: 

Section 612 will make it possible to divulge efficiency reports and records to the 
officers and employees who are the subject of such records. 

Which makes it clear that the words “efficiency records” as used in 
section 612 include both the reports and the records. 

Mr. Becker. I make no comment on that. 

Mr. Reppan. Have you run the legislative history on this act before 
making the reply ? 

Mr. Becker. No; because I am not relying on the act in any way. I 
am relying on the principle of Executive privilege. 

Mr. Harpy. Then it would have to be your contention in order to 
rely on Executive privilege, that the act 1s unconstitutional. 

Mr. Becker. If the act applies, yes. I don’t concede that the act 
applies. 

Mr. Reppan. It does not apply to whom or to what, sir? 

Mr. Becker. Is applicable to the particular papers we are talking 
about now, that is, the efficiency reports. 

Mr. Reppan. I am sorry, but you have lost me, Mr. Becker. I 
thought that is exactly what we were talking about. 

Mr. Becker. No. I am not relying, as I indicated previously, on 
the act. Iam relying on Executive privilege. If the act is applicable 
we would regard it as unconstitutional. 

Mr. Reppan. You mean if the act requires the State Department to 

ive to this committee the efficiency reports and records of the Foreign 
Geevise personnel, you would consider it to be unconstitutional? 
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Mr. Becker. Well, I confine that to reports at the present moment, 
because that is all that is pertinent to the present situation, because the 
eficiency reports are the only documents as to which the Secretary has 
determined they should not be disclosed to the committee. 

Mr. Reppan. You have made no determination as to the constitu- 
tionality of this section ¢ 

Mr. Becker. Only to the extent that I would regard it as unconsti- 
tutional if it would require us to turn over these papers. My offhand 
reading of the section 1s that it does not require us to turn over these 


rs. 

ie Meaper. If I may interrupt, Mr. Chairman, at that point, I 
noticed you said, “if it applies.” I know that frequently Congress, and 
sometimes even the courts, and maybe even administrative agencies, 
are somewhat unskilled in the use of language, and we don’t know 
what it means. But if I ever heard a statute that seemed pretty plain 
it was this one, and the meaning I get out of it is that the individual, 
concerning whom such records are kept, is entitled by this statute to 
have access to them. And, as I also read the language, it does not 
gem to have much other meaning possible, as far as I can see, except 
that committees of Congress are entitled to access to these records. 

If you can get some other meaning out of that statute I wish you 
would explain it, because it does not seem to me to be susceptible to any 
other interpretation. 

Mr. Becxer. Well, the language that Congress used in the act, 

rdless of what may have been said in some committee report, used 
two different terms in section 981. 

Mr. Harpy. I think we ought to keep this in mind—and excuse me 
for interrupting. You must bear in mind that the report to which 
reference was made was the report which reported this particular 
language to the Congress. 

Mr. Becker. Yes. The courts are inclined at times to interpret lan- 
guage that was used in the act if the court feels that the reference is 
not clear. And in this case Congress used two terms in section 981, 
that is, efficiency records and efficiency reports. It used only one term 
in section 987, that is, efficiency record or efficiency records. 

Mr. Meaper. I was referring particularly to section 612. You say 
that the ambiguity is written into 612 because it refers to efficiency 
reports or records. 

r. Harpy. It refersto both. That is 612. 

Mr. Becker. May I point out one thing? It says the— 
correspondence and records of the Department relating to the officers and em- 
ployees of the Service, including efficiency records as defined in section 981(1) 
of this title. 

You will find that section 981 consists of two subsections, (1) and (2), 
and no reference is made to (2), and I would assume that that was 
deliberate. 

I do not think there is an ambiguity requiring reference to legis- 
lative history. 

Mr. Meaper. In other words, if the committee chairman in his letter 
had used the words “efficiency record” instead of “efficiency report,” 
then you would say that section 612 is not susceptible to any inter- 
pretation except that the committee had requested something that 
it thought it was authorized to receive under section 612? 
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Mr. Brecker. My understanding is, if he had referred to efficiene 
records we could fairly state, as I understand the case, that we had 
given all such to the committee, pointing out at the same time tha 
we had withheld efficiency reports as defined in section 981, subsee. 
tion (2). 

Mr. Harpy. Wouldn’t you construe, though, Mr. Becker, that eff. 
ciency reports are not precluded ¢ 

Mr. Brecker. I would say that they were precluded. 

Mr. Harpy. I think I would have read it the other way. It cer. 
tainly does not indicate that it is limited to records as contrasted— 
it says, “including records.” 


Mr. Becxer. I think the reference to section 981, subsection (1), js | 


exclusory because Congress well knew that there was a section 98] 
subsection (2). 

Mr. Harpy. If you interpret it that way, would you interpret it 
further that the section which follows 601.1, 981(1), where it says, “but 
not including records pertaining to the receipt, disbursement, and ae. 
counting of public funds”—would you interpret that to mean that 
that should be concealed ¢ 

Mr. Becxer. I haven’t considered that, Mr. Hardy. 

Mr. Harpy. I think the two are related clearly. They were put 
in there for the purpose of showing it was not intended to be covered 
by that section at all. 

Mr. Becker. I think that is a fair statement. 

Mr. Harpy. Now, let us see if we understand this distinction which 
the agency and the Department are making as between records and 
reports. A report as distinguished from the record. It says it is— 

* * * the analysis of the performance of an officer or employee made by his 
supervising officer or by a Foreign Service officer in accordance with regu- 
lations— 
and so forth. 

In the cases of these individuals, who were the supervising officers, 
Mr. Saccio? Mr. Miller, Mr. McNamara, and Mr. Harkins. 

Mr. Saccto. I am not sure I have the supervisor of these people 
accurately in mind, and I guess Mr. Miller was supervised by the 
Controller of USOM. 

Mr. Harpy. In any event, that would not include the Ambassador, 
would that? 

Mr. Saccro. I am not sure whether it would or not. If it was an 
occasion where an evaluation had to take place, he was the ultimate 
supervisor. I don’t know whether it was so at that time or not, but 
presumably any evaluation required by him. I considered it a 

Mr. Harpy. That is the thing that is probably going to get us into 
trouble. We don’t know and we don’t have any clear delineation of 
the term “supervisor” in this case. The Ambassador would under no 
normal circumstances be construed to be the supervising officer of 
a public works man in the Mission, would he ? 

Mr. Saccro. I would answer the question by saying that there is such 
a person as an immediate supervisor of Mr. Miller, who is obviously 
not the Ambassador. 

Mr. Harpy. If you want to stretch that, of course you can say you 
would be Mr. McNamara’s supervisor, and maybe we ought to ask 
whether you issued any evaluation report on the performance. 
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Mr. Saccro. In a limited sense, I am not his supervisor, but if I 
went out to the Mission and gave him orders, he would have to follow 
them. I am told that it is the immediate supervisor. 

Mr. Harpy. And it is only the immediate supervisor’s evaluation of 
the performance of these men that has been withheld ? 

Mr. Saccto. As I understand it, those are the only ones, and in this 
form, of course, after the immediate supervisor gives his rating, that 
hasto be approved by the superior of the supervising officer. It is just 
not 2 one-man review. In other words, there is a second review 
which—— 

Mr. Harpy. So that had to be approved by the Mission Director? 

Mr. Saccto. I don’t know how high it goes in these c ases, it need 
not have gone to the Mission Director, unless he was a superior officer 
of the Mission. 

Mr. Harpy. So here we had a situation where a specific employee 
had made some allegations affecting his superiors, and the superiors 
had their finger in the ev: aluation of his performance, which caused 
his dismissal, and that evaluation is what is being withheld ? 

Mr. Saccto. I don’t know that I accept those statements as fact. 

Mr. Harpy. You can’t deny that statement. That is the very kind 
of thing I have been trying to determine, and that is the very thing 
I told Mr. Henderson I ne ede «d these doe uments for, and that is the 
basis on Which he now exercises Executive privilege, so-called, which 
[donot agree he even possesses. But he has w ithheld documents when 
I told him specifically that I wanted to determine whether or not 
people against whom charges were made were the ones who made the 
evaluations and caused the dismissal of these employees. And now 
you come in here with his official representative and say you are not 
wing to give us these documents, so that we can make the determina- 
tion, ‘The clear implication exists that that is exactly what happened, 
and the only implication that can be drawn is that you are deliberately 
covering up the misfeasance of people who were holding office, and 
people who are still on your payroll. 

If you want to let that kind of record stand, it is up to you gentle- 
men, and it is the kind of record we are going to write a report on. 

Mr. Becker. May I make a statement? I would like to make it 
plain that the withholding of these particular records has nothing to 
do with the particular case at hand. It is a general determination 
which is based upon the theory that if records of this type are made 
available it will have a bad effect upon the public interest. This type 
generally. 

‘Mr. Harpy. Mr. Becker, you know very well that previously these 
reports have been made available to congressional committees without 
the question of Executive privilege having been raised. So far as I 
know, it has not created any bad effect. 

You should know, if you don’t, that it was made clear to Mr. Hen- 
derson why we wanted these reports, and why we felt they were needed. 
And you come down here and exercise Executive privilege on these 
specific cases where the clear implication is that the people who wrote 
these reports had personal axes to grind, and they are now in your em- 
ploy and some of them have better jobs, even though somebody suc- 
weded in getting rid of the people who brought charges against 
them—charges which had considerable validity and the accuracy of 
which the ICA did not even determine. 
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Mr. Becker. Mr. Chairman, I am incapable of commenting on your Mr. Bro 
statements of fact, because I have not investigated the records in this Mr. Mev 
case. ; which seen 

Mr. Harpy. You should have investigated the record a little bit! powers do 
more before you came down here as the principal legal officer of th | Court. case 
Department of State, if you are going to respond to the question Mr. Bec 
which should have been known 





L ment 
Mr. Becker. I did, Mr. Chairman, doublecheck before I came dow, Serene ( 
here, however, and asked the specific question as to whether the De. the investi 


partment had ever made available efficiency reports to any committe | Mr. Mz. 
of Congress. The answer that I received—and this is based on a check | sive brancl 
as far back as 1949—is that we have not made efficiency reports gs Mr. Bec 
such available to any committee of Congress, although there have bee Mr. Me. 
instances where summaries have been made available to other com. very clear 
mittees. Constituti 
Mr. Harpy. I may say to you, that is contrary to information I hay| mittee—o1 
received from other committees of Congress. esses this 
Mr. Becker. I can only say what information I received. gressional 
Mr. Meaper. Mr. Becker, I know this matter can be discussed for Mr. Bec 
a long time, but you assert that the withholding of these documents Mr. Me 
requested by the committee is based upon, I think you used the word,| yng that th 
the principle of Executive privilege. of this so 
Mr. Becker. Yes, sir. sional sub 
Mr. Meaper. Would you mind citing what authority you have for; Mr, Br 
| 


the existence of any such principle? | the Presid 


Mr. Becker. Yes. I think there is a rather full description of it in Mr. Mr 
the statement by the Honorable William P. Rogers, Attorney Gen- you have : 
eral of the United States, on the inquiry by the legislative branch Mr. Br 





concerning the decision-making process in documents of the execu | President 
tive branch, which was delivered before a Subcommittee on Con- Mr. Mr 
stitutional Rights of the Senate Judiciary Committee on March 6,| ¢onfirmat 


1958. deny a re 
Mr. Mraper. Have you examined that statement of the Attorney Mr. Br 

General ? | but I am 
Mr. Becker. Yes, I have. ‘ Mr. Mr 
Mr. Meaper. And you concur in it, do you? this. 


Mr. Becker. I do. I might 
Mr. Meaper. Do you have any other authority than that expressed | of corres} 
in the Attorney General’s statement ? which ap 
Mr. Becker. I can’t cite offhand all of the authority, but I have beginning 
read a very substantial number of authorities, many of which ar page 5238 
cited in the Attorney General’s statement. the Attor 
Mr. Meaper. In the Attorney General’s statement a kind of paren- I woul 
thetical reference is made to McGrain v. Daugherty. I wonder if | tion in th 
you are familiar with the long history of cases cited by the Supreme | Congress 


Court in which congressional investigatory power was upheld? who at tl 
Mr. Brecker. Yes. I know there were a number of such cases. was a La 
Mr. Meaver. Do you have any doubt about the validity of thos | 1949, ent 

holdings? burn v. 7’ 
Mr. Becker. No. I woul 


Mr. Mraper. In other words, you do concede that the Congres | much dis 
does have the power of inquiry as an inherent part of its legislative | part of t! 
power? doctrine 
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Mr. Becker. Oh, yes, indeed, sir. 

Mr. Meaver. Yet you relied on the Attorney General’s reasoning, 
which seems to have some nebulous relationship to the separation of 

wers doctrine, as overturning a long history of decided Supreme 
Court. cases upholding the power of inquiry of Congress ? 

Mr. Becker. Not at all, sir. In my view the Attorney General’s 
statement is in complete conformity with all of the decisions of the 
Supreme Court. What he merely states is that there are limits upon 
the Finvestigator’ y power of the Congress. 

Mr. Meaver. And those limits are to be determined by the execu- 
rive branch of the Government ? 

Mr. Becker. Of necessity. 

= Meaper. Do you have any view—it did not seem to me to be 

clearly expressed in the Attorney General’s statement to the 
Constitutional Rights Subcommittee of the Senate Judiciary Com- 
mittee—on just who in the executive branch of the Government pos- 
sesses this rather sweeping power to deny the effectiveness of a con- 
gressional subpena / 

Mr. Becxrr. Ultimately the President, sir. 

Mr, Meapver. You say ultimately the President. But it seems to 
me that the Secretary of State in this instance has exercised the power 
of this so-called Executive privilege to deny and thwart a congres- 
sional subpena. 

Mr. Becker. The Secretary acts, of course, under the direction of 
the President. 

Mr. Mrapver. How fer down the line does that go, Mr. Becker? Do 
you have any opinion about that? 

Mr. Becker. Well, I think everybody who is appointed by the 
President certainly acts under his direction. 

Mr. Mraper. So that any officer appointed by the President where 
enfirmation by the Senate is required would possess the power to 
deny a request of a congressional committee ? 

Mr. Becxer. I have not considered that question, Mr. Meader, 
but I am confident that the Secretary of State does. 

Mr. Meaper. I don’t know that it would be very valuable to pursue 
this. 

I might refer, Mr. Chairman, if you will indulge me, to an exchange 
of correspondenc e I had with the Attorney General on this subject, 
which appears in the Congressional Record of March 10, 1958, the 
beginning of it, on page 3280, and continues on March 31, 1958, on 
page 5239. This is an exch: ange of correspondence between myself and 
the Attorney General of the United States, 

I would like also for our record to contain a reference to the inser- 
tion in the Record on July 14, 1958, on page 12521, where I put in the 
Congressional Record a very schol: arly article by Mr. ( rerald Morgan, 
who at that time was the legal adviser to President Eisenhower. It 
was a Law Review article in the California Law Review of December 
1949, entitled “Congressional Investigations—Judicial Review. Z7- 
burn. Th ompson Revisited.” 

I would only like to state, if I may, Mr. Chairman, that I am very 
much disturbed that there seems to be an increasing inclination on the 
part of the executive branch of the Government to ‘assert this so-called 
doctrine of Executive privilege to thwart congressional investigation. 
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I think there is no foundation whatever in the law for any such d 
trine. I think it is imagined out of the air. There are no court we 
upholding any such doctrine, and there is a long line of cases oan 
‘indicates Congress has the power to get the facts it needs; and 


and large, as the public is concerned with the public business thos | 
acte are 3 at peihimere . 4 : ~? ) 
facts are in the possession of the executive branch of the Governmen, | 


and if any clerk in the executive branch of the Government cap tall | 
Congress they do not need to know about the public business onal 
will decide whether it is proper for the Congress to have it, it beat 
implications upon the very nature of our Government of self-pover, 
ment through elected representatives, because obviously if you d mn 
know you can’t make intelligent decisions—legislative policy decision | 
I am disturbed that there is a growing tendency on the pai 7 
the executive branch of the Government to assert this nonexist 
fanciful doctrine of Executive privilege any time they do not — 
to give Congress some information Congress thinks it ought to ies 
_ Mr. Harpy. I think it is a very disturbing thing gene ‘ally ( 
it is something that could lead to all kinds of difficulties er 
something I don’t think we can live with. In the instant case, actualh 
significant parts of this inquiry have been thwarted by so-callej 
Executive privilege. The Congress is left in the dark with impli: | 
cations in the testimony which reflect seriously on people who ap 
still holding public jobs and being paid out of tax funds. There ar 
serious implications with respect to the performance of some of the 


art of 


people who may have been the objects of criticism by the ones wh | 


were discharged. The charges which were made in a great many 
cases have been documented and adequately supported in the record 
of this hearing. I think that the impli ‘ations are extremely seriou 
and they are going to have to be called to the attention of the House 

Now, if I might just try to see if I can make certain that I under. 
stand some of the positions that have been expressed here. 

Mr. Becker, as I understand it, it is your contention that efficiency 
records do not include efliciency reports. ' 

Mr. Becker. That is correct, sir. 

Mr. Harpy. As I understand it further 

Mr. Becker. As used in section 987. Yes. 

Mr. Harpy. I am talking about section 987. 

Mr. Becker. Yes. 

Mr. Harpy. As I conclude further, if efficiency records should be 
construed to include efficiency reports, then it would be your conten- 





tion that the act is unconstitutional and a usurption of Executive fune- 


tions? 

Mr. Becker. That is correct, sir. 

Mr. Harpy. If the courts held the statute to be constitutional, would 
you still construe that you had the right of Executive privilege under 
the Constitution, vis-a-vis the court edict ? 

Mr. Becker. If the court construed the statute as constitutional and 
applicable to the record we are discussing, it would be our obligation 
to follow the statute. 

Mr. Harpy. It would be your obligation to follow the statute? 

Mr. Brecker. Yes, sir. 

Mr. Harpy. And you would not construe then that Executive priv 
ilege overrides the Judiciary ? 
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Mr. BecKeERr. If the court, which is the Judiciary— ae 7 
- Mr. Harpy. I want to understand. You are construing Executive 

rivilege overrides the legislative branch of the Government, but you 
are not construing that it overrides the judicial branch of the Govern- 
mse. Becker nodded affirmatively.) 

Mr. Harpy. If it is a constitutional] matter, and if you have in- 
herent privilege under the Constitution, then you are no more amen- 
able to the dictates of the court than you are to the Congress. Is that 
‘oht or wrong ! 
ee Gacuee It is wrong. The Judiciary by interpreting an act of 
Congress and passing on its constitutionality, is not violating the 
principle of separation of powers. The reason why I would regard 
this section as unconstitutional as compared to the doctrine of separa 
tion of powers is that it would amount to an attempt by Congress 
to invade the exclusive domain of the Executive. 

Mr. Revpan. I think I asked this question before, but I am not sure 
the record is clear. 

Have you denied these records or reports on the basis that the act 
does not apply, or, in your opinion, the act is unconstitutional ? 

Mr. Becker. In my view the act does not apply. The Department 
has based its refusal of the record on the constitutional doctrine of 
Executive privilege. 

Mr. Harpy. Do you have a question? 

Mr. Grirrin. I would like to indicate that I do not agree com- 
pletely with my colleague, Mr. Meader, on this subject. I believe 
that there is a nebulous, but difficult to define, area of Executive 
privilege. If I could be satisfied that the State Department has 
never, at least during the present administration, divulged any so- 
called efficiency records, I would feel a lot better about the situation 
in this case. But frankly, it would be very disturbing to me if it 
should be found that the executive branch has divulged similar in- 
formation in other cases, but has elected in this case, where the trail 
of evidence has led in a very suspicious way to these records, to assert 
an Executive privilege. Would you kindly elaborate, for our benefit, 
what the overriding public interest is in this situation which makes 
it necessary, in your opinion, to assert the Executive privilege? 

Mr. Becker. Yes. The overriding public situation is this: As I 
stid before, on my inquiry this morning, I was informed that effi- 
ciency reports, as such, have never been handed over to the Congress. 
Although there were some instances, I was also informed that sum- 
maries have been given to other congressional committees. But the 
general principle as to why Executive privilege should apply to docu- 
ments of this character is that it is absolutely essential for these rec- 
ords, to be of any value at all, these efficiency reports, that the people 
making them should understand at all times that they would be held 
absolutely confidential. Otherwise you would not get unbiased and 
honest evaluations, but ones that would be tempered by the thought 
that at some time, at some later date, this particular paper was going 
tobe made available to people outside who did not actually work on it. 

Mr. Grirrin. Then the overriding public interest you are concerned 
about does not pertain to what these particular efficiency records might 
disclose ? 
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Mr. Becker. Exactly. I tried to say that earlier, sir. 

Mr. Grirrin. I wish I could be absolutely sure that is the cage I 
could then have a little more sympathy with the prinicple. ; 

Mr. Brcxrr. That is the basis on which this determination Was 
made. 

Mr. Harpy. But you would, under the statute, make them avail 
able to the individual employee himself ? 

Mr. Becker. I do not know what the facts are as to that, sir, 

Mr. Harpy. You don’t know then whether you would honor that sec. 
tion of the statute either ? 


Mr. Becker. I don’t agree with you that that section of the statuta | 
applies to these records. If we would make it available to the em. | 


ployee in question it would be a matter of discretion. 

Mr. Harpy. What does it say? That section says you shall reveal] 
to the individual, “the whole or any portion of an efficiency record 
* * * upon written request.” ‘ 

Mr. Becker. Right. 

Mr. Harpy. The legislative history referring to that particular 


section says “reports” also, and with respect to that part of the statute, | 


there is not any reference to section 981(1). 


Mr. Brecker. The Department may make these reports available | 


to the emplovee in question. 

Mr. Bray. Do they or do they not make them available under 
State’s regulations, Mr. Becker? Does the Department make them 
available to the employee under Department regulations at the present 
time? 

Mr. Becxer. I believe that they are permitted to read them. And 
the purpose for that is, if a man is subject to criticism 

Mr. Harpy. The purpose of that is that the law says it is. Dog 
that not have anything to do with it ? 

Mr. Brecker. No, sir. So that he may have an opportunity to cor- 
rect what are regarded as defects in his performance. i 

Mr. Harpy. Do you mean to say that that section of the statute that 
says it shall be made available to him is not valid in your eyes? 

Mr. Becker. Its validity does not come into question if they ar 
made available to the individual. j 

Mr. Harpy. But you said it was made available because it was re- 
quired by law. 

Mr. Becker. I haven’t inquired as to why it was made available, 
but I didn’t understand that was an issue here. We have had no re 
quest by the individual in question. 

Mr. Bray. Maybe we are getting off the track a little bit, but I sug- 
gest that the argument the chairman and Mr. Griffin have in mind is 
this: You indicated the policy argument against making these reports 
available, for example, to this committee, was that you could not de- 
pend upon the rater to give an unbiased appraisal if he thought the 
appraisal might be disclosed. However, it is now our understanding 
that in fact, under departmental regulations, the report is made avail- 
able to the subject. 

Wouldn’t that exercise a similar effect ? 

Mr. Becker. No, sir. That is part of the discipline of the Service. 

Mr. Bray. If I may suggest, there is numerous correspondence on 
this subject on the pages of the quasi-official Foreign Service Journal, 
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in which it is pointed out that this is very clearly, in the opinion of 
many of your Foreign Service officers, a problem tempering the ade- 
quacy and exactit ude of the ratings themselves. 

Mr. Becker. Naturally, people can argue about anything of that 
sort. oul ce 

Mr. Bray. You feel that the argument has no merit? 

Mr, Becker. I have never considered whether the argument has any 
merit, but I don’t think that argument, even if accepted, would extend 
tothe overall principle. 

Mr. Bray. You don’t think this in any way weakens the policy argu- 
ment you made a moment ago ? 

Mr. Becker. I don’t think so. No. It has been decided by the De- 
partment, obviously, that it does not. 

Mr. Bray. You feel it would inhibit a rater more if the rater knew 
the chairman of this committee were going to examine the report rather 
than the subject were going to examine it? 

Mr. Becker. I think it would inhibit the rater if he felt at some 
jater date this material would be made available to parties other than 
the person being rated. Yes. 

Mr. Bray. Thank you. 

Mr. Grirrix. Even though the information were not made public, 
and would be made available only to a committee of Congress in 
executive session, with the classification strictly observed ? 

Mr. Becker. I would like to say one thing. I am not absolutely cer- 
tain that the man reads the efficiency report itself, or as to whether it is 
discussed with him and deficiencies pointed out at that time on the 
basis of the report. I can find out what the exact practice is in that 
respect. 

Mr. Monacan. You say there is a principle here, Mr. Becker, of 
Executive privilege that prevents the disclosure of these records. Is 
that correct: ? 

Mr. Becker. That is correct. 

Mr. Monacan. And the purpose of the privilege is the protection of 
the separation of powers. We do have other privileges in the law, you 
will recall, between husband and wife and lawyer and client, and so 
forth. I think in those cases there are situations in which the purpose 
of the privilege does not obtain. In other words, the withholding of 
the communication would not sustain the purpose for which the priv- 
ilege is given. Are you familiar with that principle, Mr. Becker ? 

Mr. Becker. Yes. That is correct. 

Mr, Monacan. Would it not be true that a similar principle would 
apply in this situation here ? 

Mr. Becker. Well, sir, I would say that in this case the Department 
has leaned over backward in an effort to limit its reliance upon execu- 
tive privilege, but in my view the entire personnel file is subject to the 
claim of Executive privilege, and in substance we have given you all of 
the file with the exception of these efficiency reports as defined. There- 
fore, we follow entirely what the Attorney General said in his testi- 
mony. We do not arbitrarily use Executive privilege every time we 
can, It isa matter of judgment as to how far you can go, and we feel 
that our judgment has been very fair in this instance. 

Mr. Monacan. I have no doubt that you feel that way, but I am 
merely trying to find out whether this application of the principle of 
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privilege as a general principle would not apply in this situation that 
you are talking about as between the executive and the legislative jp 
some instances. 

Mr. Becker. Well, we have reached the conclusion that it does not 

Mr. Monaaan. In this particular case ? 

Mr. Becker. In this particular case; yes. 

Mr. Harpy. As you know, Mr. Becker, this committee is required 
by law to inquire into governmental operations to determine econom 
and efficiency. If we undertook to make a determination of economy 
and efficiency of the efficiency rating system, what would be your 


position as to how we would accomplish it under the interpretations | 


which you make ? 

Mr. Becxer. Mr. Chairman, I will be prepared to face that situa. 
tion when it arises. 

Mr. Harpy. Well, it is just about to arise. As a matter of fact, ] 
think you have already faced it if you have made an interpretation 
of our request for information in connection with the evaluation 
reports. If you made that interpretation you have effectively denied 
us the only tools which we can use under the statute to carry out ou 
responsibilities. We have that responsibility. Appropriated funds 
are used for the development of evaluation reports. Appropriated 
funds are used in the efficiency rating system. And if we are not per. 
mitted access to this information that you are concealing we cannot 
discharge our statutory responsibility; and nobody knows whether 


or not—nobody in the Congress knows whether or not there is any rea- | 


sonable efficiency and economy in the system which is being employed, 

Under your interpretation of the Executive privilege point it would 
be impossible for the Congress to consider any personnel legislation, 
You deny the personnel folders. I have a little trouble understanding 
how far fetched some of your legal lights can get sometimes. That 
is your interpretation. 

Now do I understand, Mr. Saccio, your position in this discussion 
that we have been going through is that the committee will not be 
given efficiency reports, as distinguished from efficiency records, but 
will be given access to efficiency records in connection with people who 
are under consideration by the committee ? 

Mr. Saccro. I think I should make the position clear, that as far 
as the efficiency reports are concerned we are relying on the Executive 
privilege, and if the question comes up as to the remainder of the 
file, I understand that there is still a question of interpretation of 
612—whether 612 is applicable to the rest of the records. I have 
not passed on that and I am not acting as an attorney on this, and 
I think in discussing it with Mr. Becker maybe our position could 
be made a little clearer. 

Mr. Harpy. I think we ought to clear it up right now. 

Mr. Saccro. Yes, sir. 

Mr. Brecxer. As I understand it, Mr. Chairman, the papers that 
could be regarded as efficiency records of these various individuals 
have been made available up to now except for the efficiency reports. 
Tt will depend upon a review of the additional files upon whether or 
not those are the only papers that will be—as to which Executive 
privilege will be asserted. Has that review been accomplished ? 

Mr. Burnerr. Yes. 


1 Correspondence relating to the refusal by ICA to supply copies of reports of its Office 
of Evaluation, to the subcommittee, will be found in appendix III, p. 974. 
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Mr. Becker. Yes. What we did with respect to ex-employees is get 
an informal opinion from Justice, and I think it was fairly expeditious, 
that the section did not preclude us from handing those over. And 
inasmuch as one of the additional individuals is an existing employee 
as distinguished from a past employee we are going to refer that also 
to an informal opinion from Justice which can be, I am sure, expe- 
ditiously obtained. 

Mr. Harpy. I am not talking about that one. I am talking about 
what we can expect in the future with respect to our requests for other 
than—— 

Mr. Becxer. Mr. Chairman, one cannot make an absolute allover 
determination as to the exercise of Executive privilege. It is one that 
has to be made on the basis of judgment on the facts. I can assure 
you that we will in the future, as we have in the past, turn over to you 
every paper that we think we conscientiously can. That is a general 

sition. 

Mr. Harpy. But there is not any way we can determine whether 
they are the papers we need and whether you have withheld some- 
thing that is extremely pertinent to the matter under inquiry. 

Mr. Becker. I think our position has been that whenever any paper 
that you have demanded is being withheld, that we have indicated we 
are withholding papers. 

Mr. Harpy. But we haven’t any idea what it contains. 

Mr. Becker. That is correct, sir. 

Mr. Harpy. I want to turn again to the other matter and ask Mr. 
Saccio specifically, did you bring with you Mr. dePaul’s file, includ- 
ing the efficiency record as we requested in our letter? 

Mr. Saccro. As I said at the beginning of the hearing, no, Mr. 
Chairman, I did not. 

Mr. Harpy. Will you tell us why? 

Mr. Saccro. The two bases of the decision were, one, that the prin- 
ciple of Executive privilege was being applied to any document which 
eame under the privilege; and, secondly, there was a question under 
612 as to other documents on which we would not exercise the privi- 
lege, or require to be given to the committee. 

Mr. Harpy. Let me ask you this question: Normally, under this 
kind of request from the committee, isn’t it appropriate to bring the 
document and then refuse to give it, if you have a reason for doing so? 

Mr. Saccto. I really didn’t know what the appropriate procedure 
was. I consulted with counsel on that—my own counsel. 

Mr. Harpy. And your counsel advised you to be in contempt of the 
committee by not bringing the documents which it requested ? 

Mr. Saccto. No. He had no strong view on the matter itself, and I 
made the decision that since I was going to refuse to hand over the 
documents, that I wouldn’t bring them here, sir. 

Mr. Harpy. You are refusing on the ground of Executive privilege? 

Mr. Saccto. I stated the two grounds, sir. One, Executive privilege ; 
and, secondly, LI am not clear as to whether 612 applies to this partic- 
ular document. 

May I give my answer on that again, Mr. Chairman? The basis of 
refusal here is on such documents on which the privilege is being ex- 
ercised. There are other documents on which a question, a legal ques- 
tion, arises, on which, as Mr. Becker said, the Department would like 
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to get a position from the Attorney General as expeditiously as 
sible. ‘ 

Mr. Harpy. Will you tell the committee what that legal question is? 

Mr. Reppan. Will you identify the records you are referring to, Mr. 
Saccio, specifically? You are dividing them into two ¢ lasses. g so tel] 
the committee spec rie ally which documents fall into which class, 

Mr. Saccio. No. , the efficiency reports. Secondly, the broad cate. 
gory of documents whieh are referred to in 612 as to whether it is 
applic able to any material in the file requested here. 

Mr. Harpy. With respect to the request for the file of Mr, Carter 
dePaul, you will note that the letter does not specifically request effi- 
ciency reports but does request efficiency records. 

Mr. Saccro. Yes. sir. In the next to the last paragraph. “including 
efficiency records.” 7 

Mr. Harpy. Is there a question still? What is the legal question 
with respect to the efficiency records now that you as asking the 
Attorney General to rule on ¢ 


Pos- 


Mr. Saccto. May I ask Mr. Becker to refer himself to that question . 


because he has considered this in his opinion. 

Mr. Becxer. When the Attorney General gav e his informal opinion 
to us previously on the interpretation of 612, he confined his opinion 
to past employees. A slightly different issue has arisen now because 
L understand that de Paul is a present employee. The Attorney 
General in his opinion made it plain that it did not apply to existing 
employees. 

I would merely like to find out whether he feels his prior ruling 
would apply in the case of existing employees. In the event that he 
does so rule, we would make the other papers, as we have before, 
available. 

Mr. Reppan. As I understood your testimony before, Mr. Becker, it 
was that you had made available to the committee all the efficiency 
records which had been requested by the committee. ; 

Mr. Becker. Except for efficiency reports. 

Mr. Reppan. Yes, but 

Mr. Becker. We have not made available. I was referring only to 
the past employees, you understand. It was while I was in Paris 
that the question arose as to some existing employees. I only learned 
of this when I returned on Saturday. 

Mr. Reppan. When was the question referred to the Department of 
Justice, Mr. Saccio ? 

Mr. Saccto. Which question ? 

Mr. Reppan. The question with respect to dePaul. 

Mr. Saccro. It has not been referred as yet to my knowledge. This 
letter came in on Friday. We talked to Mr. Becker during the week- 
end. 

Mr. Reppan. Thursday I believe it was delivered by hand. 

Mr. Saccro. Yes. Youareright. I think I got it at the end of the 
day. 

Mr. Harpy. I am trying to understand the basis on which the in- 
quiry was made of Justice. Was it for the purpose of ICA and the 
State Department to try to find some reasons to contend that this com- 
mittee would not be included under provisions of 6124 

Mr. Saccro. No. I think in discussing any of the questions referred 
to in your letter—those raised before and the one specifically raised 
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in connection with Mr. Carter dePaul—it has been the purpose of 
ICA and the State Department to make sure that it was doing the 
right thing. It was not a matter of trying to find out if there was 
any reason or if we could get some excuse for not giving you the 
documents, because we have maintained a consistent position of hand- 
ing records to this committee. We have given you practically every- 
thing out of our files except evaluation reports that are made to the 
Director of ICA himself, and this is the only other exception. 

We have not claimed the privilege on a vast amount of material in 
our files. I know of no case where we have refused material to this 
subcommittee except for these two that are cited: The evaluation re- 
ports to the Director and these particular documents that are involved 
in the personnel file. 

Mr. Harpy. As long as you brought that up, I don’t know whether 
“refusal” is the right word or not, but there is a lot of material which 
we should have had from over there which we are having an awful 
hard time finding out if it even exists. But maybe that is a separate 
quest ion. 

Mr. Sacctio. If there is any other issue between ICA and the subcom- 
mittee as to availability of documents I should know about it right 
now, because I am not aware of any other issue. 

Mr. Harpy. Well, it so often happens that we learn about documents 
after having requested all of the related documents. We learn about 
documents by accident, some of which are very significant. I am not 
suggesting that it is a deliberate concealment on the part of ICA 
but it is more likely a lack of thoroughness on the part of your 
people who are see ‘king to get together the documents for us. 

Mr. Saccio. Well, obviously the documents are not filed according 
to how an investigation is to be conducted. I know your staff has 
done a good de: . of work and I am sure that Mr. Grant has been 
very helpful in ve sure you get what you want. 

Mr. Harpy. Mr. Grant has been extremely helpful and has been 
trying. If we could get back for just a second on the other point. I 
am not sure whether or not we understand where we are with respect 
tothe feud over Mr. de Paul. 

Mr. Becker. May I try to clarify it, Mr. Chairman. 

Mr. Harpy. Yes,sir. I would be happy if you would. 

Mr. Becker. As I understand it the only papers in Mr. dePaul’s 
file on which we are taking a firm position are, like the others, on the 
efficiency reports. 

Mr. Harpy. If that is the case why didn’t the rest of them come up 
this morning ¢ ete e didn’t even ask for them. 

Mr. Becker. We are asking if you will be kind enough to give us 
an opportunity to asc mendhin from the Attorney General—and it can 
be done expeditiously—whether his prior ruling as to the applicability 
of 612 applies also to existing employees. We have not been able to 
obtain any ruling from the Attorney General because this entire mat- 
ter came up over the weekend. 

Mr. Harpy. The entire matter came up Thursday night and it was 

available on Friday, with a request for appearance this morning. I 
ean understand that this is not very much time. I appreciate that. 
But the information is now that Justice has not been contacted, and 
frankly J am at a little loss to understand exactly what it is you are 
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trying to find out from Justice with respect to this unless you want to 
find out whether or not this committee comes within the purviey 
of section 612. 

Mr. Becker. Mr. Chairman, I was not aware of the facts because 
as I said I only returned from Paris on Saturday, but I am now in- 
formed by Mr. Burnett he did call Justice on Friday and told them 
this was coming on. 

Mr. Harpy. I am glad to know that because I understood a moment 
ago it had not been done. 

Mr. Brecker. Yes. 

Mr. Harpy. This delay presents a problem because this was sched. 
uled to be the committee’s final hearing before we undertake to write 
areport. I think that this is a highly important matter, but I under. 
stood you to say, Mr. Becker, that you were prepared to give the com- 
mittee all of the data out of the dePaul file except the efficiency re. 
ports. That is, comparable data to that which was contained in the 
other files. 

Mr. Becker. If you understood that, Mr. Chairman, I did not 
express myself clearly. We do request the opportunity to get this 
additional ruling of the Attorney General. 

Mr. Harpy. You are not requesting it—you are demanding it, 
In fact you are saying you will not give us anything until you get 
the ruling, because you didn’t bring anything with you. If it were 
a request it would be in a little different category. 

Mr. Brecxer. The documents were not in my possession. 

Mr. Harpy. Did you talk to Mr. Saccio and instruct him not to 
bring them ? 

Mr. Becker. I did not, sir. 

Mr. Harpy. The fact of the matter is that the statute is clear, and 
this is merely a delaying technique. The only basis on which you 
have to deny us any of these things is on the so-called ground of 
Executive privilege, and if you do question the applicability of this 
statute to the committee it certainly should have been resolved by 
virtue of the fact that the House makes the determinations as to com- 
mittees which consider legislation, and the House has so made it in 
this particular case. In fact, the law itself, the Reorganization 
Act-—— 

Mr. Saccro. May I make clear I reviewed these questions with our 
general counsel and he advised me of these two specific questions 
which we are anxious to resolve before we respond to your request. 
We have made a decision as far as the efficiency reports are concerned. 
We would like to get a review of the question which involves the rest 
of the file from the Justice Department in view of the fact that we 
had asked them in the first instance on the records pertaining to 
people who are no longer employees of ICA. 

Since in their opinion they limited their view to those employees, we 
felt we had to follow it out and find out what they think about the 
application of 612 to employees who are still with us. There is a 
clear warning in the letter as I read it this morning that the opinion 
did not apply to employees who are still with ICA, and I think it is 
only right to go to Justice and ask them what their view is in this 
connection. 
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Mr. Reppan. Mr. Saccio, if the opinion of the Justice Department 
states we are entitled to these records under 612 can you assure us 
that Executive privilege will not be exercised to deny us all these rec- 
ords in the case of dePaul ? 

Mr. Sacoto. Well, we make the distinction again. We have given 
you a clear statement as far as the efficiency reports are concerned. 
My intention is, if the Justice Department says 612 is not a bar to 
giving you the rest of the records, that we do so. 

Mr. Bray. Is that also Mr. Becker’s opinion ? 

Mr. Becker. That is correct. 

Mr. Harpy. Do you have any indication as to when the Department 
of Justice is likely to react? I hope we can get this settled before we 
issue a report. 

Mr. Saccto. Mr. Chairman, I am trying to get an estimate from 
Mr. Burnett, who has been dealing with the Justice Department on 
this. We have no firm statement that they will be able to get the opin- 
ion out at a specific date, but we will obviously try to get it as fast 
as possible. : 

Mr. Harpy. I have accepted on behalf of our subcommittee an in- 
vitation to visit with the Committee on Foreign Affairs on Wednesday 
to discuss generally the matters which we have been pursuing. This 
is one subject which we will discuss also, and the full implications of 
what has transpired will be given to the Foreign Affairs Committee 
for whatever use it may be to them in connection with their delibera- 
tions. 

I think in the interests of ICA and its administration it would be 
desirable that the fullest possible amount of information in connection 
with the performance of people with whom this committee is concerned 
in this investigation be made available. 

There is one other aspect which I want to explore with the sub- 
committee. Whether we shall hold another hearing to deal with this 
matter I am not sure, but in the event we decide to do this I may re- 
quest that you review these efficiency reports on each of the individuals 
we have been concerned with and be prepared to respond to questions 
which the committee may make in connection with them. 

Mr. Saccro. All right, sir. 

Mr. Harpy. Is there anything further? If not, I think with that 
we will leave the question of personnel records. 

We haven’t gotten to the original purpose that I had in mind when 
I set up this meeting. I wonder if you have any prepared observa- 
tions that you wanted to make in connection with any of the points 
developed in the course of the hearings? 

Mr. Saccro. No. I have—I didn’t have anything prepared. My 
thought was that I should appear before the subcommittee to discuss 
with it any of its findings or its problems in connection with the in- 
vestigation. I am obviously not knowledgeable of all the details. 
This has been a long set of hearings that went into all of the details 
of the Laos program. 

It may be that about the only thing I had in mind to say to the com- 
mittee was we would want to take full advantage of the findings of the 
committee, and also suggest the possibility that the committee may be 
interested directly in determining what the present situation in Laos 
itself is today. 
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I realize that the committee generally limits its inquiries into the 
administration, and efficiency of administration, but it is extremely 
important in my judgment to take a view of the situation as it exist 
in that country today. I realize you would not want to put yourself 
in the position to evaluate either the diplomatic or political success of 
the foreign aid operation in this country, but to me it is an extremely 
important factor to take into account. . 

Mr. Harpy. Mr. Saccio in that particular connection, this subcom. 
mittee, during its entire period of existence, has tried to conduct itself 
in a manner which would be helpful in the improvement of ad. 
ministration. In times past there have been occasions when it has 
been possible to write reports calling attention to deficiencies which 
were discovered and indicating that corrective action had been taken 
to eliminate them. 

Mr. Saccro. Excuse me. Mr. Becker asked me whether his presence 
is further needed. 

Mr. Harpy. No. Mr. Becker you may goif you wish. 

Mr. Becker. Thank you. 

Mr. Harpy. Thank you, and tell Mr. Henderson I was extremely 
disappointed he didn’t honor us with his presence because he told me 
personally he made this decision to exercise Executive privilege. 

Mr. Becker. Thank you, sir. 

Mr. Harpy. The point I was trying to make was this: I think the 
most constructive thing we can do is to point up deficiencies, and, 
with the cooperation of the agency, seek to discover what. has been 
going wrong, so that the agency itself can make the corrections. Th 
this particular situation that is one of the things that disturbs me, 
Deficiencies which occurred sometime back were made known to ICA, 
The impressive thing to me about what has been developed in the 
course of this series of hearings is what appeared to be an attitude of 
indifference on the part of ICA to alleged misdeeds. 

I don’t know. I am not attempting to indicate the point in ICA 
where this indifference appeared to exist, but one of the things that 
is most disturbing is the repeated indication that whenever somebody 
pointed a finger to something wrong, instead of taking steps to de- 
termine whether it was valid, there is the impression left that ICA, 
or whoever had their finger in the pie, took steps to try to keep what 
had happened from being known, or to avoid the possibility that the 
full truth would be developed. 

That is the kind of thing that this whole record is replete with. And 
that is the thing that disturbs me. 

We can’t possibly write a report, as I see it, indicating that ICA 
or, for that matter, State, or the Ambassador, took any steps to correct 
deficiences which were called to the attention of the Mission Director 
and the Ambassador. And that is the thing that to me is really 
disturbing. Even your personnel security people, your investigative 
agency, performed in an extremely perfunctory manner, otherwise 
they would have found the things that we found. 

That is the kind of thing I had hoped you would comment on to 
see whether or not we might find some basis to hope that some good 
had been accomplished. 

Mr. Saccro. Well, I certainly am not in a position to say that these 
impressions are not correct. You have conducted the investigation. 
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You heard all of the evidence and I have not. But let me assure you 
from where I sit that if such exists let alone an impression, but if 
there is any idea of this—I can say that it is my responsibility to see 
that that does not happen again. _ 

There are, of course, other considerations which I am not expert on 
either, but it seems to me from what I do know of the situation in this 
particular country that it was not Just a matter of being pretty tough 
with the people out in the field as to their performance—I mean, the 
people in the Embassy and in the Mission. It was a matter of having 
to leave to these people in a very difficult situation the judgments to 
be made in connection with pushing forward the program. 

Mr. Harpy. Here is an illustration, if you will permit me to inter- 
rupt you for a moment. 

Mr. Saccro, Certainly. 

Mr. Harpy. Here is an illustration of the kind of thing I was point- 
ing to when I said actually your own ICA people did not seem to be 
doing a very good job or care too much. There was an allegation of 
conflict of interest on the part of the Vinnell Co. and TCI. I don’t 
know whether there was any validity to it, or whether it was substan- 
tiated, or whether it made any difference. I am not sure. But the 
glaring thing was that it was turned over to your personnel security 
people and they sent their regional man out there. Your regional 
man went to one of the accused and said, “Did you do so and so?” 
And he said “No.” And that was all in the world, according to the 
testimony, your investigator did. In reporting back to his principal, 
the man to whom the question was addressed said, “When he asked 
me I said ‘no, I didn’t do so and so.’ If I had said ‘yes, he would 
have questioned me for 2 hours.” 

That is the kind of thing that leads us to question the whole opera- 
tion. And there are a lot of others that support the same kind of 
thing. 

Mr. Saccro. I see. 

Mr. Harpy. Now how do we get these situations corrected ? 

Mr. Saccio. Well, I can assure you that even in the absence of Mr. 
Riddleberger—and I feel in my position I hold this responsibility 
fully—that I personally would review the record to determine 
whether there was any laxity on the part of the personnel in the agency 
or any action on the part of the Mission Director as far as they are 
under the jurisdiction of ICA, which is either bad or subject to con- 
demnation, or if there is something wrong in the system or the number 
of people we have in the field doing this job. 

Mr. Harpy. I wonder, Mr. Saccio, if that is not where we need to 
apply a little attention. Actually a good many of the things we have 
pomted out or that have been developed in this hearing are very, very 
similar to the deficiencies that were developed in connection with the 
Tran study. A lot of comparable data. The discouraging thing to me 
is after having gone through all of that, and after having had assur- 
ances from Mr. Smith as to what he was going to do to try to get this 
whole organization performing better, we find this situation in Laos, 
and we did not find too much difference in the operation in Cambodia. 
We were there a couple of years ago. 

Mr. Saccio. Well, this is one of the reasons why I suggest that 
possibly it would be well to look at the situation in Laos as it existed to- 
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day. As I understand the basic testimony it refers to the years 1954 to 
1957 and in that general area. We realized, and I think the record jg 
replete with statements that the officials of ICA and the officials of the 
State Department knew that they had a difficult job to do in the count 
which had absolutely, well, a minimum of any experience as a govern. 
ment or as a people acting in the form of a government. 

I am sure your staff, in going over the records, found time and time 
again where the people of our agency were concerned with how to 
solve this problem. We were not blind to the difficulties that we were 
faced with in Laos. We were not blind to the fact that we were syp. 
porting practically the whole Government without any ability on the 
ic of that Government to do a good job. And we were certainly not 

lind to the risks we were taking in Laos in trying to come to a solv. 
tion of the problems of that country. For a few years we knew very 
well we were on the edge of losing the country. The Communists were 
up in the northern provinces and there were people in the Government 
who were Communists; they had to be taken in. 

Today we think we have reached a point of success, at least politi- 


cally. They recognize the difficulties and dangers of Red commn- 
nism. ‘They are fighting themselves to try to resolve their problems 


and they are looking to us and saying in very plain terms, “We expect 
you to help us. Otherwise we will go under.” We think it is a tremen- 
dous advance since 1955. 

Mr. Harpy. That might have happened in spite of what we have 
done rather than because of it. 

Mr. Saccro. Well, sometimes people see it that way. There are 
certain commentators and editorialists who say, “Well, you didn't 
have to spend that much money.” I know one editorial said the rea- 
son why we are successful in southeast Asia is because these people 
fear Communists and also because of the presence of the United States, 
He did not define what he meant by “the presence of the United 
States.” He goes on to say, “Well, a little financial aid would have 
done this.” 

You and I know these people want something a little more than 
financial aid. They want roads, and schools, and economic develop- 
ment, and you don’t do it by just giving them small loans. You have 
to teach them how to run their governments, because they don’t have 
any experience in that field. None of these people in the Indochina 
area have ever had any experience. They were part of the French 
dominion and were not given any authority or chance to get beyond 
the point of being a mere supervisor of a small job. 

Mr. Harpy. Which makes it all the more important, it seems to me, 
that. we apply the best possible examples that we can give them. 

Mr. Saccio. I agree, but this is not an ideal world. You have to 
put in the people you can get to do the job. I think Mr. dePaul did 
a good job. I realize he has been subject to criticism here, but I know 
of at least one example where I feel if it had not been for his own 
imagination and his willingness to take risks and get kicked in the 
head later on when his administration would be subject to criticism— 
he went ahead and did his job as he saw it. I do not know Mr. de- 
Paul very well. I have known him in the ordinary conduct of busi- 


ness since he came back here to Washington but I feel he really dida 
He had to take the responsibility, and on occasions he 


job there. 


—————— 
__ _ eC Tt 
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told Washington to keep out of his hair because he had a job to do. 
Mission Directors keep telling us all the time, “If you will only let us 
go and don’t check and recheck us. We spend more time writing re- 
ports to Washington.” : 

Mr. Harpy. I am sure that is a frustrating thing, but did you check 
the Sessions report ¢ 

Mr. Saccro. No, personally. 

Mr. Harpy. You never read it? 

Mr. Saccro. I have read it. I know there is a statement about Mr. 
de Paulin it. But the officials of the agency went through that report 
and they came to a decision, and they knew full well what the report 
was saying. ‘They had to make the decision and they did make the 
final decision to leave Mr. de Paul there. 

Mr. Harpy. They came to the conclusion that the Sessions report 
was all wrong and everything over there was fine. 

Mr. Saccro. I wouldn’t say that. Ithink Mr. Moyer recognized the 

roblems he was faced with there. They were not thinking everything 
was all right in Laos. We were informed. We knew it was bad. 

Mr. Harpy. But there is nothing in particular in connection with 
what has been adduced that you think needs any comment? In that 
case I don’t think we need to pursue these points any further because 
it is just a matter of evaluating the record now, I think. 

Have you any questions, Mr. Griffin ? 

Mr. Grirrin. No, except to comment that I have a difficult time 
satisfying myself that the ICA is doing a good job of filling those 

sitions with dedicated and competent people, rather than just warm 

lies. I wish you could convince me that you are doing a good job 
now—if not before—with your personnel policies. Personally, I be- 
lieve it would be a good policy on your part to admit past mistakes 
but then to prove and dramatically assure us 

Mr. Saccro. I will be the first man to admit we made mistakes. 

Mr. Grirrin. And assure us that now your department is doing a 
good job in the personnel field. I would like to know, for example, 
how many people you have fired and have replaced with competent 
people. 

Mr. Saccto. I think we could—— 

Mr. Grirrtix. What disturbs me is that there is no real evidence to 
indicate that the same policies are not being continued in effect, de- 
spite the report on Iran and despite this investigation. It seems to 
me that there are too many warm bodies filling your jobs instead of 
competent, dedicated people with a mission. I hope that I am wrong, 
and I want to be convinced I am wrong. 

Mr. Saccro. I will try to convince you that your overall conclu- 
sion 

Mr. Grirrin. I can’t be convinced with overall generalizations—I 
would prefer to look at the facts. 

Mr. Saccio. No. I was about to say people can come up here and 
show you what we do—all the steps we take to try to get the kind of 
people who are competent to do this sort of job. But this is not some- 
thing that is exclusive to ICA. 

Mr. Grirrin. I agree with you. 

Mr. Saccio. This sort of experience of an American going overseas 
is a difficult one, not only for a Government agency such as ICA, but 
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to all sorts of agencies—the missionaries, and the businessmen them. 
selves. This is not an opinion that I can pose as an expert at, but it 
is an opinion of people who have had this sort of experience, 

It is not easy when you have to get a man who is competent in q 
particular specilization to make sure he knows how to handle himself 
diplomatically and knows how to live with people and knows their 
culture and background. No. It is an impossible task. There is not 
one of us in this room competent to go to Laos on that basis. 

Mr. Grirrin. I think it is a very difficult job but if you cannot get 
those people then in most of the cases I believe we would be better off 
to Save our money. 

Mr. Saccro. There is the real question. You cannot get those people 
but you still have a fire. You still have a fire that you have got to put 
out, and if we did not take the risks we did in Indochina we would 
be out of southeast Asia and probably be out of India today. We do 
not have to do an A-1 job. It is practically impossible to do that kind 
of job. It is practically impossible to do that kind of job here jn 
the United States. I was a prosecutor for a while and I know it. 

The point is you have to do the best you can at the time you need 
people there. When I joined the agency in December of 1954 the 
word was around we were going to be out of Indochina in the next 
6 months. People were so concerned with what was happening there 
and the troubles we were up against in Laos and Vietnam and Cam- 
bodia. We are still there now and in a better position than in 1955, 

I am not saying this committee is not saying that, but I am saying it 
is very important to review. We get criticized because you say, “You 
had the same trouble in Iran. Why didn’t you correct it?” Well, we 
had a bad situation in Laos, worse than Mossadegh in 1952. In Laos, 
we didn’t have anybody to talk to. 

Mr. Harpy. Mr. Warne didn’t think so. 

Mr. Saccro. Mr. Warne has a right to his opinion. 

Mr. Harpy. You pointed out the difficulties of this task and I think 
we all recognize the difficulties inherent in that kind of a job, but 
does not that place even a heavier burden on your people back here 
to do a good job of supervising ? 

Mr. Saccro. I don’t deny that. There is no question about that. 

Mr. Harpy. And does it not place a heavier burden also on you to 
correct deficiencies when they come up, and to ascertain what the facts 
are when you have allegations which seem to indicate something is 
wrong? 

Mr. Saccro. I agree with you, Mr. Chairman. I would not disagree 
with you on that question at all, We have a heavier burden and 
should be better at it. There are limitations it is true, but it is not 
our main job. 

Mr. Harpy. Mr. Monagan, do you have any questions? 

Mr. Monacan. No; I have no questions. 

Mr. Harpy. I do want you to know I appreciate your coming over 
this morning, in spite of the disagreement we have over certain aspects 
of the personnel records. 

Mr. Saccto. Thank you. 

Mr. Harpy. I do want to say also we appreciate the help of Mr. 
Grant. Mr. Grant has been extremely helpful in this go-around. 
We have not always seen eye to eye but lately he has been helpful. 
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Mr. Saccro. A — improvement over the former General Counsel 

' sed to be up here. 
tae Bar. Well, you know, I did not say that, but I might have 
made reference to one or two little instances. But by and large the 

rsonnel, ICA personnel, have been helpful on this. 

Mr. Saccio. We appreciate that,sir, | 

Mr. Harpy. We have had a problem in that we have had to get 
information the hard way. [ am not suggesting our job has been 
made deliberately difficult but sometimes there is some rather key 
matter that shows up in unexpected places which, if we had had it, 
would have been extremely helpful in expediting the work of the 

ittee. 
OMe. Saccio. I am glad at least you do not think it was deliberate. 

Mr. Harpy. Well, once in a while I have had suspicions. Many 
thanks, and let the committee stand adjourned subject to the call of 
the Chair. 

Mr. Bray. Onthe record. Classification. 

Mr. Harpy. Yes. Mr. Saccio, were any of your remarks here, 
since Mr. Becker left, classified ? on 

Mr. Saccto. I don’t think so. I weuld like to have the privilege 
of just looking over the remarks to be sure. 

Mr. Harpy. We will do that, but you don’t know of any reason to 
classify the record? It is executive session and it will not be released 
until a later date anyway. 

Mr. Saccto. Yes. 

Mr. Harpy. For safekeeping purposes we would not need to classify 
it? 

Mr. Saccro. That is right. 

Mr. Harpy. Thank you very much. The subcommittee stands ad- 
journed. 


(Whereupon, at 12:25 p.m., the subeommittee adjourned.) 
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UNITED STATES AID OPERATIONS IN LAOS 


MONDAY, JUNE 1, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTER ON ForEIGN OPERATIONS 
AND Monetary AFFarrs, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:15 p.m., in 
room 304, Old House Office Building, Hon. Porter Hardy, Jr. (chair- 
man of the subcommittee) presiding. 

Members present: Porter Hardy, Jr., John S. Monagan, George 
Meader, and Robert P. Griffin. 

Also present: John T. M. Reddan, chief counsel; Richard P. 
Bray, Jr., counsel; M. Q. Romney, counsel, Walton Woods, staff 
investigator ; and Phyllis M. Seymour, clerk. 

Mr. Harpy. Let the subcommittee come to order. 

This is a resumption of the series of hearings in connection with 
the administration of the foreign aid program in Laos. It may be 
that we will have additional hearings in order to bring to a con- 
clusion some of the loose ends that have not been completely tied 
together in the course of the hearings that were recessed recently. 

Before calling the witness, and in the interest of brevity and con- 
ciseness, I think it might be well if I make a statement which I 
shall read. 

On April 14, 1959, Mr. Carl B. Robbins, former Director of the 
USOM in Laos, testified before this subcommittee concerning a con- 
versation he had in the late summer of 1957 with J. Graham Parsons, 
the then Ambassador to Laos, in which he, Robbins, questioned the 
propriety of the sale by former USOM Director Carter dePaul of 
his 10-year-old, 7-passenger Cadillac to the Universal Construction 
Co. (This is the company which, according to testimony before 
this subcommittee, had a virtual monopoly on the construction work in 
Laos under our aid program, and is the company which made thou- 
sands of dollars worth of gifts or payments to the USOM Public 
Works Officer, McNamara, during dePaul’s tenure. This included 
$2,230 as a downpayment on McNamara’s car, which vehicle Mc- 
Namara never delivered.) 

Mr. Robbins said he talked with the Ambassador about dePaul’s 
sale of his car to Universal because the deal was frowned on by the 
American community in Laos, since the Americans felt that dePaul 
had taken advantage of his position to get more money than he might 
otherwise have obtained for his car—and this is a paraphrase of Mr. 
Robbins’ testimony. Robbins said he also felt that in view of the 
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favored position held by Universal with USOM, the dePaul trang 
action brought the American colony under suspicion. 

Robbins said he also brought the matter to the attention of ICA 
and that he personally informed the Universal Construction Co, tha 
they were not to buy any more cars from Mission personnel bee 
any such transactions would naturally be suspect. 

In that connection, I might observe that the committee has under. 
taken some study of the sale of cars by Mission personnel, particularly 
to the Universal Construction Co.; and subsequent to that time there 
were additional cars sold to Universal. 

The State Department has advised the subcommittee that dePay] 
received 100,000 kip for his automobile and 20,000 kip for a record 
player which he also sold to the Universal Construction Co. The 
Department of State disclosed that our Embassy in Laos had cop. 
verted 106,530 kip of these proceeds from dePaul into $3,038, repre. 
senting payment to dePaul of about three times the amount he could 
have obtained in the open market. This was done in accordance with 
Embassy regulations promulgated by Ambassador Parsons. With 
respect to the sale of personal property and the conversion of pro- 
ceeds from kip to dollars, Embassy Policy Notice No. 77, dated April 
18, 1957, states in part as follows: 


aUSe 


The amount authorized for conversion shall be the kip price received provided, 
however, that it shall not exceed the U.S. dollar price paid by the employee, or, 
in the case of used property, the estimated U.S. dollar value at the time of 
importation. 

Ambassador Parsons apparently amended this policy almost in- 
mediately with a memorandum in which he stated in part, “The sole 
limitation shall be the kip price received, provided it does not exceed 
the dollar price paid.” 

At this point, I think I should put into the record relevant portions 
of Embassy Policy Notice No. 77 and Ambassador Parsons’ memoran- 
dum pertaining thereto, to which I have just referred, and Embassy 
Policy Notice No. 73, dated April 2, 1957, which relates to regulations 
covering economic and financial activities of American personnel in 
Laos. 

(The documents referred to follow :) 


EXCERPT FROM EMBASSY PoLIcy Norice No. 77 


AMERICAN EMBASSY, 
Vientiane, Laos, April 18, 1957. 
To: Chiefs of other agencies and administrative officers of Embassy, USIS, 
USOM, USOM PEO, OARMA. 
Subject: Conversion and disposal of surplus kip on permanent transfer of 
personnel. 


C. Conversion of proceeds of sales of personal property: 

1. Limitations.—Excess kip obtained through sales of personal property may 
be purchased by the U.S. disbursing officer only from permanently assigned 
personnel who are being transferred, and shall be limited only to funds realized 
from the sale of personal automobiles and/or electrical appliances converted to 
local current and which cannot be used elsewhere; such items must have been 
imported into the country by the employee at the time of his assignment or 
within a reasonable time thereafter, and their sale must have been approved 
by the Personal Property Control Board in accordance with the provisions of 
Embassy Notice No. 73 dated April 2, 1957. The amount authorized for con- 
version shall be the kip price received, provided, however, it shall not exceed 
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the U.S. dollar price paid by the employee or, in the case of used property, the 

estimated U.S. dollar value at the time of importation. Funds realized from the 

sale of any such items which were purchased on the local market may not be 
nyerted. ‘ 

Purchase may not be made until the employee has received transfer orders. 

Only one application for conversion may be submitted by an employee. * * * 


CHARLES E. HIGDON, 
Administrative Officer 
(For the Ambassador). 


MEMORANDUM To Be ATTACHED TO APPROVAL OF Kip TRANSFER APPLICATION OF 
Mr. BLANCHE 


(Proceeds of sale of used car imported in 1955) 


Embassy Policy Notice No. 77, April 18, 1957, limits the amount of kip author- 
ed for conversion in the case of used property to the estimated U.S. dollar 
value at the time of importation. The notice does not specify U.S. dollar value 
jn what market nor does it prescribe any method for estimating that value. 
Mr. Blanche does not estimate this and has no record of value at that time except 
to note that for insurance purposes it was valued at $1,800. Original cost was 
$2,168.51. Sale price was the equivalent of $1,857.14. 

There does not seem to be any method by which the value of a car imported 
used can be estimated for the purpose of notice No. 77 except by arbitrary judg- 
ment. Moreover, in the case of cars imported almost new (which is not the case 
of this car) it would be inequitable as between importers of new cars and im- 
porters of cars which were subject in the U.S. market to the initial usual severe 
markdown when offered for resale, to limit the importers of such cars to the 
U.S. sale value—assuming that it could be ascertained (what market is United 
States—west coast, Detroit, where?). 

In practice, it is believed that the clause which causes difficulty in this case is 
mworkable and should be deleted. The sole limitation should be the kip price 
received, provided it does not exceed the dollar price paid. 

On the assumption that notice No. 77 will be appropriately amended, I have 
approved conversion of the full proceeds, $1,857.14, rather than discriminate 
against the one seller disposing of property under its present provisions. More- 
over, it is difficult to defend any other sum, unless it be the insurance value, 
$1800, which I doubt was the intent of the clause in question. 


J. GRAHAM PARSONS, American Ambassador. 


Nore.—The above was included among documents enclosed with Amembassy, 
Vientiane, OM of May 4, 1959. 


EMBASSY Norice No. 73 


AMERICAN EMBASSY, 
Vientiane, Laos, April 2, 1957. 


To: All American Personnel of Embassy, USIS, USOM, USOM/PEO, OARMA. 
Subject: Regulations Governing Economic and Financial Activities. 

For the guidance of American personnel of all United States agencies in Laos 
there are quoted below pertinent sections of Part IV of the Foreign Service 
Manual governing economic and financial activities and transactions involving 
personally owned property. 


"§26.1 Business Activities Abroad 


“626.11 An American employee shall not transact or be interested in any busi- 
hess or engage for profit in any profession in any country or countries to which 
he is assigned abroad, in his own name or in the name or through the agency of 
any other person, except as authorized by the Secretary. Specifically, the fol- 
lowing activities are prohibited : 

“a, Speculation in exchange for profit. 

“hb. Transactions at exchange rates differing materially from those shown 
in the official monthly office accounts, unless such transactions are duly 
reported. 

“e. Sales to unauthorized persons (whether at cost or for profit) of cur- 

rency acquired at preferential rates through diplomatic or other prestricted 
arrangements. 
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“d. Transactions without official sanction, which entail the use of the 
diplomatic pouch. 

“e. Transfers of funds on behalf of blocked nationals, or Otherwise jy 
violation of United States foreign funds control. 

“f. Independent and unsanctioned private transactions which involve gy 
employee of the Foreign Service as an individual in violation of applicable 
control regulations of foreign governments. 

“g. Investments of money in real estate, mortgages, bonds, shares and 
stocks. 

“h. Permitting use of one’s name as a business reference, or signing books 
and documents which may be used subsequently for the purpose of seeking 
contributions or for other improper purposes. 1 

“i. Permitting use of one’s official title in any private business transactions 

“626.12 The purchase of a house and land for personal use shall not be con- 
sidered a violation of I FSM IV 626.11. 


“626.2 Transactions Involving Personally Owned Property 

“626.21 ‘Code of Ethics’: 

It shall be considered unethical for a United States citizen employee: 

“a. To sell, barter, or exchange personally owned property in a foreign 
country under circumstances or in such a manner as to violate or cause 
violation of the laws of the country in which the transaction takes place, 

“b. To offer personal property for sale, barter, or exchange on the local 
market unless it has first been freely offered for a reasonable time to other 
United States citizen employees at a fair price and none has offered to pur. 
chase at that price. 

“e. To import items of personal property in anticipation of change of sta- 
tion orders or under other foreseeable circumstances which will result jp 
resale after only a brief period of ownership. 

“d. To import personal property items in quantities which exceed reagop. 
ably anticipated needs or primarily for the purpose of sale, exchange, or 
barter. 

“626.22 Responsibility of Chiefs of Mission and Principal Officers: 

“Each chief of mission * * * shall be responsible for establishing and enfore. 
ing such appropriate regulations and procedures as may be necessary to control 
personal property transactions of employees under his jurisdiction. The Depart- 
ment recognizes that the degree or method of control will vary with local condi- 
tions and with time. Consequently the ‘Code of Ethics’ in I FSM IV 626.21 shall 
be considered guiding principles in drafting and reviewing such regulations and 
procedures. It should be understood that neither the ‘Code of Ethics’ nor other 
portions of these regulations are intended to prohibit legitimate sales of personal 
property such as those in connection with changes of official station or normal 
replacements of worn or obsolete items. 

“626.23 Administrative or Disciplinary Action Required in Cases of Violation: 

“Chiefs of mission * * * shall take appropriate administrative or disciplinary 
action in cases where employees under their jurisdiction violate regulations and 
procedures governing personally owned property transactions. The severity 
of the action should depend on the gravity of the violation. Major or willfully 
repeated violations may be reported to the Department with a recommendation 
for reprimand or other Departmental disciplinary action in accordance with I 
FSM IV 780, or dismissal from the Service. 

“626.25 Other United States Government Agency Employees: 

“The regulations and procedures developed in accordance with the provisions 
of I FSM IV 626.22 shall be made available by each chief of mission (or prin- 
cipal officer of a post not under the jurisdiction of a diplomatic mission) to the 
local head of each other United States Government agency installation (includ- 
ing military establishments) in his area of jurisdiction. Simultaneously, these 
other agency heads should be requested to require their employees to comply 
with provisions of the mission’s local regulations. If the head of any other 
United States Government installation refuses or fails to cooperate in this 
regard, a full report of the situation shall be submitted to the Department s0 
that appropriate action can be taken.” 
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POST POLICY 


To implement the above regulations the following procedures have been estab- 
lished : ; 

(a) Agency control of shipments not cleared through Customs. 

Recognizing that numerous personal shipments enter Laos which are not 
cleared through Customs, the head of each agency at the Mission, or his desig- 
nd nated representative, 1s hereby delegated authority to estabilsh whatever pro- 
eodures that may be necessary within his own organization to control such ship- 
ments or to preclude the violation of the principles heretofore outlined. 

(b) Shipments cleared through Customs to be covered by free entry request. 
All personal shipments cleared through Customs upon entry must be covered 
by a free entry request signed by the Administrative Officer of the Embassy, or 
pis designated representative. Upon receipt of the advance copy of a surface 
or airways bill of lading or waybill, the employee must furnish a copy thereof 
to the General Services Oflicer of the Embassy with a request for clearance. A 
copy of the free entry request, if approved, will be placed in a control file main- 
tained by the General Services Officer. Thereafter, the employee’s additional re- 
quests for free entry will be checked against the file to determine if it would be 


gn appropriate to grant the request. Only the General Services Officer is authorized 
se to clear shipments from the Lao Customs. 
(c) Prior approval required for proposed purchases or sales of personal 
cal property. ; 
ler All employees are required to report in writing all proposed local purchases or 
ur- sales of personal property in excess of $100 and to obtain prior approval. If the 
proposed sale or method of sale is not justified, permission to sell will be denied. 
ta- To evaluate such requests, the “Personal Property Control Board” is hereby 
in | established consisting of the following members: 
Counselor of Embassy, Chairman. 
on- | Administrative Officer of Embassy. 
or Representatiev of USOM. 


Representative of USOM/PEO. 
Representative of USIS. 


re- Representative of OARMA. 

rol The Board shall approve or disapprove requests, depending upon the circum- 

rt: stances of the particular case and the ethics of the situation, as well as local 

di- laws and the Department’s regulations. Doubtful cases of granting free entry 

all requests may also be referred to the Board for determination. Appeals by em- 

ind ployees from adverse decisions by the Personal Property Control Board may 

her be made in writing to the Chief of Mission through the head of the employee's 

nal | agency. 

nal The cooperation of all personnel in adhering to the principles and following the 
| procedures established herein is requested. 

on: CHARLES E. Hiapon, 

Ary idministrative Officer 

ind (For the Ambassador). 

“ity 


ly Mr. Harpy. Mr. dePaul appeared before this subcommittee on 
in | April 15 and testified that his father purchased the automobile for 
hI | himand that the purchase price was $1,200. He claimed that to this 

| was added the cost of five new tires, $250, and a “great deal of work.” 
ms | Mmhis request to the Embassy for permission to exchange kip received 
in. | tom the sale of the automobile to dollars, Mr. dePaul certified the 


the | following as constituting the dollar price he paid for the car: 
ud- 


ese | 1. Motor vehicle purchase price at the time of export____.___________-_- $1, 200 
ply I 2 OO sc achickscs hc peck na ms aaa aan ici asa aka Fe ae 250 
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I will introduce into the record at this point the documents pertinent 
tothis conversion transaction, which include: a memorandum from de- 
Paul to the Counselor of the Embassy, under date of May 31, 1957, 
| questing approval of the sale of his automobile and record player; 
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a letter dated July 23, 1957, from dePaul to the Ambassador te 
questing dollar exchange for kip obtained through the authorized 
sale of personal property; a copy of a bill of sale between Geral 
Peabody of Universal Construction Company and Carter dePaq| 
for the sale of the Cadillac at the price of 100,000 kip; and an Rp, 
bassy exchange voucher dated July 31, 1957, showing the issuance of 
Treasury check in the amount of $3,038 to dePaul in exchange fo 
106,330 kip. ¥ 
(The documents referred to follow :) 


U.S. OPERATIONS MISSION TO Laos, 
AMERICAN EMBassy, 
Vientiane, Laos, May 31, 1957 


MEMORANDUM 


To: Counselor of Embassy. 

From: N. Carter dePaul, Jr., 

Reference : Embassy notices No. 73 and No. 74. 

Subject : Request for approval of sale of personal property. 

1. In accordance with references, prior approval is requested for the sale of 
following personally owned items : 

(a) Cadillac automobile. 

(vb) Hi-fi sound system and record player. 

2. Personal Motor Vehicle Inventory Report is attached. Approval jis yr. 
quested for the sale of this vehicle to Mr. G. Peabody, Universal Constructioy 
Co., for the sum of 100,000 kip. This vehicle is not suitable for personal use 
by members of the American community and will be used by the buyer for 
business purposes. The reasonableness of its sales price may be judged in com. 
parison to the price received by the Embassy for a relatively similar vehicle 
(the former Chief of Mission car—a 7-passenger De Soto) sold to the RLG for 
125,000. 

The kip to be used by Mr. Peabody in payment are known to be of legitimate 
origin, Since his company has been forced to accept 20 percent kip payment 
under a $300,000 contract entered into with the RLG Ministry of Public Works, 
No buyer can be found for this vehicle at a reasonable price in dollars. 

3. Approval is also requested for sale of hi-fi sound system and record player 
to same party for a price of 20,000 kip. This installation has been adapted and 
modified for use in Laos and is not suitable for use in the U.S. Also, this 
delicate machinery is not likely to stand shipping hazards without undue damage 

4. For the purpose of supporting a later application for the conversion of 
currency, the valuation of these items is submitted as follows: 


(a) Motor vehicle: 








Purchase price Rt time Of CLG0T snc anancanncann ce a 
De, PENN ccs Shaadi aap cc tsteesapi en rm es A esa ene a a ilniis aa Ty See 250 
Overhaul, parts, complete motor rebuild__-___-_-___-___-_- cae 550 

A a a ia i a 2, 000 

(b) Record player; original cost: 

ren ok A Lee hd. Le stbe 100 
IRE 5 ee Or Sh Selah eee ceoneoee 100 
NON i cas Laren inate oaa nig sareuiannannsndciaiamt tii iene 1 
Speaker cabinet and baffle._...._.._.__.------~- iV EG alt 80 

ne = SA A re te nee SOME Sian eke Soe iu boo 


Estimated fair value at time of export $250. 
N. CARTER DEPAUL, Jr. 
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Te U.S. OPERATIONS MISSION TO Laos, 

ized __ AMERICAN EMBASSY, 
rald Vientiane, Laos, July 23, 1957. 
), AMERICAN AMBASSADOR, 

= American Embassy, 

im- 


| yientiane, Laos. 
of Sm: The undersigned, a permanent employee (FSR-1) of the U.S. Operations 
for Mission to Laos, departing Vientiane under transfer orders on July 30, 1957, 
hereby applies for permission to sell 106,330 Lao kip for dollars to the I S. Dis- 
pursing Officer in accordance with the provisions of Embassy Policy Notice No. 
itof April 18, 1957. | sccoaieiaenal 
| certify that none of the Lao kip covered by this application were acquired 
jn a manner contrary to State Department or post policies. 
The local currency for which dollar exchange is requested was acquired 
through the authorized sale of personal property as follows: 


s 
di, 


(a) Motor vehicle : 








Purenase price at time of éxport.._...................-....._ $1, 200 
NON CNP occa meses iets Soa as sate giv ed ceaca ee cera a 250 
Overhaul, parts, complete motor rebuild________________ 550 
STERIL: AMBP COC hos so icine dies ni cad teeta eh betel 35 
a of | eae 
le of ER stiieathiesnijits seers scsi anaes a lite ee ee 2, 035 
(b) Record player ; original cost: 
; 0 Ee eer ee Sink Gioweee seer 100 
Pie ad ncninceseesiecdinttnin peliipaiiclchipinke nsihibD-seaieaieses Bie teas okah iain ida ied 100 
: tion RT RE RS sina nna ats einhecagaaeeeiaadiehanae aaa eee 75 
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r for 
COm- | NN is SP gs on ius aaa ccna pestle We Seu eee 355 
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soi AN dniis ln hisbiinlan belles aint asncidaaiy riot riescliliiiicednanshsda A 
it 
y ‘a prr “Pp y . ‘rer 
orks N. CARTER DEPAUL, Jr., Director. 
layer > » Save 
| and | SILL OF SALE 
- Bill of sale between Gerald Peabody and N. Carter dePaul, Jr., one Cadillac 
nage. | automobile (47-7523; 3422040), 100,000 kip, Vientiane, Laos, 30th day of July 
mo \ 957 
900 Eachange voucher 
250 ry | Tae.. o | 
Al) } Amount received | 
Amount Banks Loss on | or paid for bill of 
ear Date of bill of of billof | buying sale or | exchange | Upon whom bill of exchange 
2, 000 exchange sold or exchange | or selling | purchase | | is drawn or to whom re- 
—— purchased U.S } rate of | of bill of | | mittance is made, and on 
| currency | exchange | exchange} United | Foreign | what account 
| States | currency |} 
1 | currency 
100 Seiler —|— = — — go eecsetieenemeee lant = semidieal 
i July 31, 1957. - $3,038.00 | K35.00 : Lao kip | Treasury check No. 90,005,657 
so | 


106, 330 drawn payable to N. Car- 
ter dePaul, Jr., in ex- 
exchange for cash. Mr 
dePaul is departing post 
on transfer to ICA/Wash- 

ington. Authority: I FSM 
Jr. V 374.64 and 374.65, 


one | 
ove | 


VIENTIANE, LAos, July 31, 1957. 


We jointly certify that the above-described bill of exchange was — 
purchased 
| atthe rate shown by the above abstract. 


When the money received for a bill of exchange is foreign to the currency 
where the officer is located, or is a depreciated currency, a certificate of the 
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bankers must be furnished showing the relative value between the curreney re 
ceived and the standard currency of the country where the officer is located. 
GERALD F. Noierte, 
Disbursing Officer of the United States of America, 
W.A. OLSON, 
Budget and Fiscal Officer. 

When asked by the subcommittee how he had established the valye 
of his car, as shown in his certification to the Embassy, dePaul stateq 
to this subcommittee in a hearing on April 15, “I remember certain ele. 
ments; I remember there are two checks in my possession. I don't 
have them at the moment, $1,200 and $250.” Following dePauls 
testimony, the subcommittee checked metropolitan New York news. 
papers for the period in question (May, June, and July 1954) and found 
that the average asking price for a car of the same style and model 
as dePaul’s, in good condition, was $800. The National Automobile 
Dealers Handbook gave the dealers’ “as is” price at about $600, 

Mr. Harpy. We thereupon asked Mr. dePaul to produce his cap. 
celed checks and whatever other records he might have to support his 
sworn testimony before this subcommittee and his certification to the 
Embassy in Laos. On May 19, dePaul produced five checks which] 
will introduce into the record at this point. They are as follows: 

Check No. 72, dated March 31, 1954, payable to Vincent Marano, in 
the amount of $300; 

Check No. 82, dated May 15, 1954, payable to Vincent Marano, in 
the amount of $200; 

Checks No. 154, dated February 10, 1955, payable to Nicholas De 
Paolo, in the amount of $500; 

Checks No. 192, dated July 3, 1955, payable to Nicholas De Paolo, 
in the amount of $250. 

Each of those preceding checks was drawn on the Lincoln National 
Bank of Washington. 

Finally, a check without number drawn on the Irving Trust Co. 
of New York, payable to Nicholas De Paolo, dated March 31, 1956, 
in the amount of $450. 

They will be put in the record at this point. 

The check for $1,200, the existence of which was previously testified 
to by Mr. dePaul, was not included. 





(The 


2 


15-6 
Rit 


UNITED STATES AID OPERATIONS IN LAOS 905 


(The checks described follow :) 
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Mr. Harpy. The above checks were discussed with Mr. dePaul by 
the subcommittee staff and a memorandum of the interview prepared 
(The memorandum will be placed in the record at this point:) 


FOREIGN OPERATIONS AND MONETARY AFFAIRS SuBCcOM MITTEE, 
May 19, 1959, 
Memorandum for the chief counsel. 
Subject: Carter dePaul, sale of automobile in Laos, valuation. 
Monday, May 18, 1959: I telephoned dePaul to inquire about the 


in which he sold his automobile to Peabody for 100,000 kip 
kip for dollars through the Embassy. 


The certificate of value filed with the Embassy recites costs as follows: 
Purchase price at time of export 


transaction 
and exchanged the 


A ~sg nana tlttinacor aiearenmateeetaaeee ne $1, 200 
I I ON ia ican didictica dhl sich antnsmedch es clpticcioesee wipes nade 95 
Overhaul, parts, complete motor rebuild______-__-__-_--_--__-__ 550 

— 


Total 


On questioning, dePaul said the car cost him $1,200 initially, “as is,” it was 
overhauled by his father, $550 being the cost of this work, and the $250 was for 
new tires. He said the car was in storage most of the time in Saigon, but he 
had about $50 worth of work done on it; he paid for no repairs while in Laos. 

I asked dePaul to provide canceled checks or other records to support these 
figures, insofar as possible, He agreed to do so. 

This last item of $550 may, dePaul believes, represent $450 as the cost of 
the motor rebuilding plus $100 for the maintenance work performed in Saigon, 

In addition to the $1,200 which he said he paid his father for the initial cost 
of the automobile, Mr. dePaul stated that he gave his father, in 1956, a Humber 
Hawk automobile valued at $450 in consideration of the value of the work per- 
formed in rebuilding the motor on the Cadillac. Speaking of these transactions 
with his father, dePaul conceded that these were not “at arm’s length” dealings, 

DePaul seemed to be reconstructing the phases of this transaction as he 
spoke and concluded that since the Humber Hawk had been given in considersa- 
tion for the motor overhaul he, therefore, must have figured in $100 for Saigon 
maintenance. 

DePaul commented on the procedure for exchanging kip from the sale of 
personal property for dollars by mission personnel in Laos. He said that no 
one had requested that he provide documents to verify his certification of the 
cost of his automobile. He added that he did not think that the Embassy 
pursued this matter of documentation too avidly. 

When I suggested that the procedure could be abused by the collusion of two 
Embassy employees, one of whom obtained kip from the Embassy at the accon- 
modation exchange rate, while the other sold his automobile to the first employee 
for such kip which he could then exchange at the official 35 to 1 rate, dePaul de 
clared that the Embassy did not recognize a kip transaction between two of its 
employees for the purpose of exchange for dollars. 

(NotTe.—Records from the mission indicate that at least three such transac- 
tions were actually made.) 

DePaul remarked that if the Embassy had not purchased a supply of kip for 
the accommodation of its employees at the free-market rate, and permitted its 
employees to thus obtain necessary kip, it would have had to revise upward its 
schedule of post allowances. 

In connection with his selling the car to Gerald Peabody, dePaul observed 
that he was under the assumption that Peabody was “long on kip” and that, 
anyway, the true cost of the automobile to Peabody in terms of dollars was 

900. 
’ Tuesday, May 19, 1959: DePaul came to the office and left with me the fol- 
lowing canceled checks: 

A. Lincoln National Bank, No. 72, March 31, 1954, $300 (Vincent Marano). 

B. Lincoln National Bank, No. 82, May 15, 1954, $200 (Vincent Marano). 

C. Lincoln National Bank, No. 154, Feb. 10, 1955, $500 (Nicholas De Paolo). 

D. Lincoln National Bank, No. 192, July 3, 1955, $250 (Nicholas De Paolo). 

E. Irving Trust Co., no number, March 31, 1956, $450 (Nicholas De Paolo). 

DePaul’s explanation of the checks was as follows: His father (Nicholas De 
Paolo) purchased on his behalf the 1947 Cadillac which was the subject of the 
transaction. The purchase price was $1,200, which dePaul repaid to his father. 
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One check for $200 is missing from dePaul’s records; taken with checks A, B, 
and C, this totals $1,200. Checks A and Bewere made out to Marano, a friend 
of his father’s, at the father’s request; dePaul thinks his father had borrowed 
money from Marano. Subsequently, his father reminded him that he had not 
reimbursed the price of new tires; de Paul then sent check D, which represents 
this price. Check E was for the purchase of a Humber Hawk automobile, on 
dePaul’s behalf and through the father. DePaul was on detail in the United 
states for a month, bought the car and drove it for that period. When he was 
jeaving, he gave it to his father, in compensation for the overhaul work his 
father had done on the car before shipping it. 

| questioned dePaul again on the $550 figure for overhaul given in the cer- 
tificate. He was not clear in his recollection, but said it must have been $100 
he spent for repairs in Saigon, and that he supposed he had added that to the 
3450 to get $550. 

[stated that the tire figure seemed reasonable in amount ($250) for a Cadillac, 
if in fact it could be established that tires were purchased. 

[told him that checking NADA figures and newspaper advertisements in New 
York City for the period in question indicated that the average retail price for 
his model 1947 Cadillac in good condition was about $800 and that the dealer’s 
“ag js’ price was about $600. He expressed surprise at these figures, and com- 
mented only that his father always chose the best in cars and frequently paid 
premium prices, 

J requested him to check his records further, and to check with his father, if 
necessary, in order to determine the dates of purchase of the Cadillac and the 
Humber Hawk and the chain of title for the former (e.g., had it once belonged 
toMarano). He agreed to do so, and to furnish the information promptly. 

RicHarpD P. Bray, Jr., Counsel. 

Mr. Harpy. Mr. dePaul stated during the interview that his 
father had purchased the car for him for $1,200 and that the first 
three checks—among those which I introduced—which total $1,000, 
plus a check for $200, missing from dePaul’s records, constituted 
repayment to his father. He said he made out the $300 and $200 
checks to Marano at his father’s request and thought that his father 
had borrowed money from Marano. DePaul said the $250 check 
(dated more than a year after the purchase of the car) represented 
repayment to his father for five tires which were supposed to have 
heen put on the car at the time of the alleged overhaul. 

As for the check in the amount of $450 (dated almost 2 years after 
the purchase of the car), dePaul said it was used to purchase a 
Humber Hawk automobile that he used for about a month while on 
temporary duty in the United States and then gave to his father in 
compensation for the overhaul work his father had done on the 
Cadillac before shipping it to Saigon. He said he had not discussed 
the overhauling with his father at the time the work was done and 
admitted that these transactions with his father were “not at arm’s 
length.” 

The aforesaid checks produced by dePaul, plus the $200 check 
which he said he could not find, totaled only $1,900. This left $100 
of his claimed cost unaccounted for. When this was brought to his 
attention, Mr. dePaul said that must have been the amount he spent 
for repairs in Saigon but that he had no records to prove this. 

Mr. dePaul’s testimony before this subcommittee on April 15 was 
that the car was “in perfect condition” when it was shipped. And I 
quote further: 


It had been thoroughly overhauled and perfected before shipment. 

The subcommittee then sent an investigator to New Jersey to inter- 
view dePaul’s father, Mr. Amato Nicholas De Paolo, to get his ver- 
sion of the transaction, and I will insert in the record at this point 
the pertinent portions of the investigative report. 
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(The memorandum is as follows :) 
FOREIGN OPERATIONS AND MONETARY AFFAIRS SUBCOMMITTEE, 


May 22, 1959, 
Memorandum to the chief counsel. 
Subject: Investigation at Newark, Irvington, and Trenton, N.J., re N, Carter 
dePaul, Jr. 

An inquiry was made at Kean, Taylor & Co., Broad Street, Newark, on the 
basis of that firm’s endorsement of a check in the amount of $250 to the orde 
of Nicholas De Paolo, signed by N. Carter dePaul. Accounting records of the 
firm are located in New York City and no investigation was made of the firm’s 
records. A customer’s man reported that N. Carter de Paul, Jr., was not known 
at the firm. Nicholas De Paolo did maintain a small brokerage account ang 
has been known at the firm for several years. He said that De Paolo had been 
a former automobile mechanic, but since the outbreak of World War II hag 
been employed as an expeditor or inspector by the Lionel Co., manufacturers og 


toy electric trains, of Irvington, N.J. The witness stated he had met Carter | 


dePaul on one occasion several years ago when he returned from some univer. 
sity overseas. He described De Paolo as a man of integrity and good reputation, 
He said that De Paolo shared a duplex dwelling with his daughter, a Mrs. Griffith 
of Griffith Piano Co. in Newark, at 375 Oraton Parkway, East Orange, NJ, 
(Reference is made to check No. 154 to the order of Nicholas De Paolo in the 
amount of $500, dated February 10, 1955, signed by the subject which bears 
the endorsement of the Griffith Piano Co., Inc.) 

The Nicholas De Paolo to whose order the five checks submitted by the subject 
were made payable was located at the Lionel Co. at Hillside, N.J., where he 
is on the payroll as an inspector, under the name of Amato N. De Paolo. Op 
May 20, 1959, Mr. De Paolo was interviewed in the personnel office of the Lionel 
firm. 

In 1954, on a date he said he could not remember, he purchased a 1947 
Cadillac seven-passenger sedan from a dealer whose name he said he could 
not recall. This dealer, he said, was located either in Irvington or Newark 
At first he said he paid $1,200 for the car. When he was asked for the char. 
acter of the payment he made for the car, he amended his statement as to the 
purchase price from $1,200 to between $700 and $800. To pay for this he said 
he borrowed $500 from a “very dear friend” of his whose name he could not 
recall at the moment. When he was prompted he identified the friend as Vin- 
cent Marano. In addition to the borrowed $500, he said he put up about $30 
of his own money in currency. He said he maintains no bank account. He 
did state that he kept a small account at Kean, Taylor Co. Before shipping 
the car overseas to his son, he said he did considerable work on the car, includ- 
ing four new tires at $45 each. He said he kept no account of the actual money 
he put out to recondition the car, but that $500 would cover everything he paid 
out of pocket. 

The five checks summitted by the subject to the subcommittee as evidence of 
reimbursement to Mr. De Paolo were exhibited to Mr. De Paolo during the inter- 
view. He identified checks No. 72 in the amount of $300 and No. &2 for 20 
as repayment to Mr. Marano for the money he had borrowed to purchase the 
Cadillac. He identified check No. 192 in the amount of $250, which he said 
represented the personal cash he had added to Mr. Marano’s $500 to complete the 
purchase price. On this basis, the purchase price of the car was $750. He iden- 
tified check Ne. 154 in the amount of $500 as reimbursement for all out-of-pocket 
expenses incurred to recondition the car for shipment overseas. This included 
the cost. of the tires The final check, unnumbered, in the amount of $450, was 
identified by Mr. De Paolo as a gift from his son to enable him to purchase a 
Humber Hawk, a sportscar, It is noted that this check bears the endorsement of 
the West Caldwell Auto Mart, Ine., West Caldwell, N.J. Mr. De Paolo stated 
specifically that this check had no relation to the purchase of the Cadillae 

WALTON Woops, 
Stajf Investigator 


Mr. Harpy. Mr. De Paolo stated that he had purchased the car for 
about $800 from a dealer in Irvington, N.J., whose name he did not 
remember. ‘To pay for the car, he had borrowed $500 from a Mr. Vin- 
cent Marano and added $300 in currency which he had in his posses- 
sion. 
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The five checks which had been turned over to the subcommittee by 
dePaul and which I have just introduced into the record were shown 
ip Mr. De Paolo. He identified the two checks to Marano totaling 
s500 and the $250 check to himself as constituting repayment of the 
purchase price. He said the check payable to himself in the amount 
of $500 compensated him for the cost of getting the car in condition 
to ship it to dePaul in Saigon. Mr. De Paolo stated that the $450 
check was a gift to him from dePaul so that he, De Paolo, could buy 
the Humber Hawk automobile. At this point, I would like to introduce 
into the record Mr. Amato Nicholas De Paolo’s signed statement. 

(The statement referred to follows :) 

HILLSIDE, N.J., May 20, 1959. 

1, Amato N. De Paolo, make the following statement voluntarily to Walton 
woods, investigator of the House Subcommittee on Foreign Operations and 
Monetary Affairs. Ona day in 1954 I bought a Cadillac 7-passenger sedan from 
a dealer in Irvington whose name I do not recall for about $800. To pay for this 
{borrowed $500 from a Mr. Vincent Marano, a dear friend of mine who had 
nothing other to do with the transaction. The remaining $300 was paid in 
carrency which I had in my possession. I bought this car for my son, Carter 
dePaul and I shipped it to southeast Asia to him. I received payment from 
my son in the form of three checks exhibited to me by Mr. Woods, all signed 
by my son. ; - 

1, Check No. 72 for $300 to Mr. Marano dated March 31, 1954. 

9, Check No. 82 for $200 to Mr. Marano dated May 15, 1954. 

8, Check No. 192 to me for $250 dated July 3, 1955. 

Two other checks were exhibited to me by Mr. Woods. The first of these 
No, 154 for $500 payable to me compensated me for expenses incurred in getting 
theear into condition for shipment. The other check (unnumbered) dated March 
$1, 1956, for $450 was a present so that I could buy a Humber-Hawk automobile. 

I have read this statement and it is true and correct to the best of my knowl- 
edge and recollection. I have agreed to provide any papers I may have which 
will support these statements. 

(S) Amato N. De PAOLo, 
875 North Oraton Parkway, East Orange, N.J. 
Witness : 
Walton Woops. 


Mr. Harpy. According to this statement, it would appear that the 
total cost of dePaul’s car was $1,250, or about $750 less than the 
amount he claimed in his certification to the Embassy and in his sworn 
testimony before this subcommitee. 

Since both dePaul and his father stated they could not. identify 
the dealer from whom the car had been purchased and did not produce 
my document to establish the price paid, it was necessary for the sub- 
committee to trace the car by starting with the manufacturer—and 
this we did. I will insert in the record at this point the pertinent 
portions of documents and investigative reports relative to this part 
ofour inquiry. 

(The documents and reports follow :) 





May 25, 1959. 
CADILLAC DIVISION, 
General Motors Corp. 


Detroit, Mich.: 


Please wire identity of distributor or dealer your records show purchased 
Cadillac 7 passenger sedan series 47-7523 Serial No. 3422040. Also please in 
dude such information as your records may show as to the identities of owners 
of this automobile. Succession of title to this car pertinent to matter pending 
before this subcommittee. 

PorRTER Harpy, Jr., 
Chairman, Foreign Operations and Monetary Affairs Subcommittee. 
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Detroit, Micu., May 22, 1959. 
Hon. Porter Harpy, Jr., 
Chairman, Foreign Operations and Monetary Affairs Subcommittee, 
Washington, D.C.: 


Report received from Chesapeake Cadillac Co. of Baltimore, Md. indicates 


they sold Cadillac 7 passenger sedan, series 47—5723, serial number 3422 | 
22040 to 


Commercial Coal & Coke Co., Fidelity Trust Building, Baltimore, Md., on June 
27, 1947. Our records do not show any further succession; however, you may 
be able to obtain this information through Chesapeake Cadillac Co. or Maryland 
State authorities, 

T. J. Moran, 
Cadillac Motor Car Division, 


May 27, 1959, 
Memorandum for the Chief Counsel 
Subject: Chain of title, dePaul Cadillac 
On May 27, 1959, Mr. Alfred R. Bonnell, Treasurer of Chesapeake Cadillge 
Agency, Baltimore, Md., telephoned information that the firm’s records ghow 
that subject Cadillac was sold on May 24, 1954, to William J. Mullin, Ine. 
Newark, N.J. for either $4,300 or $4,500. ‘Title was mailed to Barney’s Anto 
Service, 1389 North Seventh Street, Newark, N.J. 
WALTON Woops, Staff Investigator, 


May 27, 1959, 
Memorandum for the Chief Counsel 
Subject: Subpena service in New Jersey, May 26, 1959. 

1. Subpena service was made on Henry J. Barney, secretary, Barney’s Auto 
Service, Inc., 1389 North Seventh Street, Newark, N.J. Mr. Barney said he had 
no recollection of the Cadillac transaction. Corporation records he said were 
in the custody of the firm’s accountant, George Huber; telephone Garden 50414, 
He agreed to have Mr. Huber search his records and forward copies of them to 
the committee if they were available. The corporation conducts a livery busi- 
ness. He said the corporation has no corporate interest in William F. Mullin, 
Inc., but he said they use each other’s equipment as a mutual accommodation, 
He said he believes there have been instances where his firm has bought cars 
for Mullin and Mullin has bought them for him. 

2. Subpena service was made on Louis V. Mullin, president William F. Mullin, 
Ine., at the office of the Mullin Funeral Parlor, 13 Orchard Street, Newark, N.J. 
Mr. Mullin accepted service and made the records that were set forth in the 
subpena available for examination. The witness is also the principal of the 
Mullin Funeral Parlor, which he said has no connection with the William F. 
Mullin Corp. which he described as a livery business. The corporation, however, 
provides limousine service for the funeral parlor as required on a fee basis. Mr, 
Mullin keeps a card record of all corporation rolling stock, showing the date each 
was acquired, the source of acquisition, and the amount paid; also the disposition 
of the vehicles, showing to whom they were sold and the amount. For tax pur- 
poses this record also includes a depreciation schedule. The witness explained 
that he is presently depreciating new cars on a 5-year basis and used cars ona 
4-year basis. He produced the inventory record for the subject Cadillac. This 
record states that the subject car was sold to Lehigh Motors, 576 Chancellor 
Avenue, Irvington, N.J., on May 24, 1954, for $600. The record states that the 
car was acquired by purchase on July 9, 1948, from Chesapeake Cadillac, Balti- 
more, Md., for $4,500. In addition to the acquisition costs, $100 in commissions 
was paid to Barney’s Auto Service and $36.33 was paid to a driver for his salary 
and expenses, making a total acquisition cost of $4,636.33. Mr. Mullin stated 
that at the time of the sale the top market value for a 1947 Cadillac was $450; 
so that he considered the sale of the car to Lehigh for $600 as a very profitable 
transaction. However, he said that all limousines used in the livery service 
are always in first-class mechanical condition, since a car not in good condition 
would produce no earnings for his business. He stated that as far as he knew 
there was nothing mechanically wrong with the subject Cadillac, and he sup 
ported this statement by producing a driver’s record dated May 19, 1954, showing 
that the total mileage on the car was 27,756 miles. This, he said, was approxi- 
mately the total mileage when he sold it to Lehigh. Mr. Mullin agreed to appear 
in Washington with his records if his presence was required. 
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3. Subpena service was made on Steven Traub, salesman, Lehigh Motor Co., 
576 Chancellor Avenue, Irvington, N.J. Mr. Traub ‘said the president of the 
corporation was Louis C. Lehman, who resides at 1061 Chester Street, Hillside, 
N.J., telephone WaAverly 6-4 440. Mr. Traub agreed to make such records avail- 
able as were in the offices which are located on the used car lot. He produced 
a 3 by 6 card which shows that the subject Cadillac was purchased from Wil- 
liam F. Mullin, Ine., on May 23, 1954, for $600 ; further, that on June 25, 1954, 
the car was resold to Nickelas De Paolo, 375 North Oratan Parkway, East 
Orange, N.J. The firm’s inventory of this used car was No. 341. Mr. Traub 
also produced a block form of the Universal C.I.T. Corp. This document pur- 
ported that De Paolo had paid $490 down and had financed the remaining $310 
through Universal C.1.T. The C.1.T. contract, according to this form, showed 
that the total payments including interest, insurance and other charges, amounted 
to $616.84, over the span of the contract, making what the document referred 
to as time price of the car, $1,006.48. On this basis, it was costing De Paolo 
9906.84 to finance $310 or a rate of 66 percent. Attached to this form was an- 
other C.I.T. form indicating that the contract had been closed out on July 25, 
10 days after it had become effective. This form was notice to the Lehigh firm 
that its reserve (kickback) with C.I.T. was being reduced by $46.67 in view of the 
dosing of the contract. No records were available to show the character of 
Mr. De Paolo’s downpayment. Mr. Traub searched his records but could not lo- 
cate the bill of sale covering the sale of this car to Mr. De Paolo. He said that 
additional records were in storage and he agreed to have them examined and 
forwarded to the committee. 

A Mr. Piper, an account manager of Universal C.I.T.’s branch office in Newark 
was telephoned today for verification of the records submitted by Lehigh Mo- 
tors. Mr. Piper described Lehigh Motors as an unscrupulous used car dealer 
with whom Universal had discontinued relations. He said that Lehigh or its 
principals had formerly been affiliated with the Price Motor Car Co., Newark 
Dodge dealers who were disfranchised by the Dodge division. Mr. Price said 
that records in his office did not go back to 1954 and suggested requesting the 
information from Universal’s regional office, Broadway, Yonkers, N.Y. He 
said the policy of Universal was to charge interest rates ranging from 12 to 
15 percent on old cars. 

Mr. Michael Costintino, assistant regional manager of the Yonkers office of 
Universal was telephoned on this date and he stated that the records of this 
transaction were available in the regional office and would be forwarded to the 
emmittee if a letter of request was made for them. 


WALTON Woops, Staff Investigator. 


5422040 


William F. Mullia, Ino. 
May 235, 1954 $600 


Nickelas DePaele 
375 Nee Craten Parkway, East Orange, !I.J. 


June 25, 1954 
$800 


1947 Cadillac 7 Passe Sedan. #341 


41067—59 59 
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Mr. Harvy. We found that it was sold new to a West Virginia 


4 


Coal & Coke Co. in 1947, where it was used as an official car ‘until 
the summer of 1948. It was then sold to William F. Mullin Corp., 
conducting a livery business at 13 Orchard Street, Newark, N.J., for 

a price of $4,636.3: There it was used in a general forhire service 
until May 24, 1954, ‘at which time it was sold to Le ‘high Motors, 576 
Chancellor Avenue. Irvington, N.J., for $600. Mr. Mullin, presi- 
dent of the Mullin Co., stated that the price whic h the s brought 
was en nate ly S150 over the then top mar ket for a 1947 Cadillac : 
He attri buted this to the fact that his cars were always maintained 
in first-class mechanical condition. He produced his records, which 
showed that the total mileage on the car at the time of its sale was 
less than 28,000 miles. ‘That was the Cadillac. 

We then examined the records of the Lehigh Motor Co., and found 
that the car ‘sil sold to Mr. DePaolo on June 25, 1954, for S800. Ac- 
cordins to the records he p: Lid $490 down and financed the $310 bal- 
ance through Universal C.1L.T. We then examined CLT'e records 
and discove re d the balance of $310 was paid off on July 21—3 weeks 
later. C.1.T. states that since the contract ran for less th in a month, 
no ities of any sort were made. It therefore appears rather con- 
elusive that the automobile in question was sold to dePaul’s father 
for $800 

We will insert the C.L.T. record at this point. 

May. 28, 1959. 
Mr. MICHAEL COSTINTINO, 
Assistant Regional Manager, 
Universal-C .I.T'., Yonkers, N.Y. 

DEAR Mr. COsSTINTINO: To assist this subcommittee in an official matter pending 
before it, will you kindly furnish us with copies of documents relating to a sales 
contract between Universal C.1.T. and Nicholas DePaolo, of East Orange, N.J., 
during June and July 1954. This contract was closed out on July 15, 1954. 

The automobile involved was a 1947 Cadillac seven-passenger sedan, serial No. 
3422040 and was purchased by Mr. DePaolo on or about June 25, 1954, from Lehigh 
Motors, a used car dealer in Irvington, N.J. 

In order to establish the total cost of this car to Mr. DePaolo (including 
interest and all other charges), I would appreciate your sending me a copy of 
the sales contract and documents showing the character and amount of payment, 
including the source of the funds and any other documents that, in your opinion, 
would clarify this matter for us. 

Sincerely yours, 
PORTER Harpy, Jr., Chairman. 


UNIVERSAL C.1.T. Crepit Corp., 
Yonkers, N.Y., May 29, 1959. 

CONGRESS OF TEE UNITED STATES, 

House of Representatives, Foreign Operations and Monetary Affairs Subcom- 
mittee of the Committee on Government Operations, House Office Building, 
George Washington Inn, Washington, D.C. 

(Attention : Mr. Porter Hardy, Jr., Chairman.) 


Deak Mr. Harpy: As per telephone conversation with Mr. W. Woods today, 
attached please find a photostat of the account mentioned in your letter dated 
May 28. This is the only record we keep. As explained, when the account is 
closed the document is forwarded to the branch, in this case Newark, who releases 
it to the customer or dealer. 

The amount of note on the ace ount is $516.84 and as indicated on July 21 we 
received $310 leaving a balance of $206.84 wherein we refunded the entire charges 
which represents this amount, crediting the account closing same in full. 

Trusting the above answer is satisfactory, or if there are any other questions, 
please advise. 

Sincerely yours, 
H. GouLen, Assistant Treasurer. 
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Mr. Harpy. At the same time, dePaul submitted his check No, 119, 
dated August 14, 1954, on the Lincoln National Bank of W ashington, 
D.C., in the amount of $500, drawn to the order of Gloria Griffith, 
DePaul states that Mrs. Griffith is his sister. With the « theck, dePaul 
Beeited a written statement to the effect th: at he believes this check 

“properly referrable to this transaction” (that is, the purchase of 
thes ar), rather than the two checks payable to Marano, tot: aling $500, 
which he had prev iously submitted to the subcommittee. 

I will otc check No. 110, Mr. dePaul’s memo concerning the cheek, 
and the transmittal letter, ‘addressed to the subcommittee chief coun. 
sel, in the record at this point. 

(The transmittal letter, memo, and check referred to follow:) 


INTERNATIONAL COOPERATION ADMINISTR ATION, 
Washington, D.C., May 29, 1959, 

Mr. Joun T. M. REDDAN, 

Chief Counsel, Forcign Operations and Monetary Affairs Subcommittee, Com. 
mittee on Government Operations, House of Representatives, George Wash- 
ington Inn, Washington, D.C. 

Dear Mr. ReppAN: Enclosed herewith, for the information of the subcommit- 
tee, are the following: 

(1) Canceled check from N. Carter dePaul, Jr. to Gloria Griffith, dated August 
14, 1954, in the amount of $500 drawn on the Lincoln National Bank of Wash- 
ington. 

(2) Statement of Mr. dePaul dated May 28, 1959, explaining the significance 
of the foregoing check. 

(3) A New Jersey conditional sales contract between Lehigh Motors, 576 
Chancellor Avenue, Irvington, N.J., and Nicholas De Paolo, 375 North Oraton 
Parkway, East Orange, N.J., dated June 25, 1954. This is the contract which 
Mr. Walton Wood requested from Mr. De Paolo, who is Mr. dePaul’s father, 

It is requested that items Nos. 1 and 3 above be returned to Mr. dePaul after 
the subcommittee has completed its use of them. 

Sincerely yours, 
LESLIE A. GRANT, 
Associate General Counsel. 


WASHINGTON, D.C., May 28, 1959. 


STATEMENT OF N. CARTER DEPAUL, JR. 


On or about May 19, 1959, I submitted to Mr. Richard Bray, of the committee 
staff, five canceled checks drawn on the Lincoln National Bank of Washington, 
D.C. Among these checks were two drawn in favor of a Mr. Vincent Marano in 
March and May of 1954, in the amounts of $200 and $300 which I believed to be 
referrable to the acquisition of a Cadillac automobile. 

I have since ascertained that the vehicle in question was actually purchased 
in June of 1954 and that the two checks mentioned above and totaling $500 
are not referrable to this transaction. Rather, they were in repayment of a cash 
loan obtained from Mr. Marano on October 12, 1953. 

A further check of my records indicates that the check properly referrable to 
this transaction, and evidencing the payment in like amount, is my check No. 110 
of August 14, 1954, drawn in favor of Gloria Griffith, my sister, who resides at 
the same address as my father, 375 North Oraton Parkway, East Orange, NJ. 
This check is submitted herewith. 

N. CARTER DEPAUL, Jt. 















| 1° 
aoe. 
reel 
abs ee 
t re eet 
hate ta, 
SS 
We rok 
me 
ihe 
e4 hem 
4 ae 
v- 
‘3 — 
gto 
iawn 
SS ea 
ea 
i Oe 
Laapess 
bie Ses 
k 


tex Sts 


soe 
ye 









reat 
1 


a a £3 


® 


uy 





923 


UNITED STATES AID OPERATIONS IN LAOS 








a 
¥ *e 
o & . e089 
; ¢ e co * e 
$ eed <2 e-¢ ° ® 
7 x = cs ee 8. ¢ ° 
% ot . - ° ’ ee 
es = a oe eee * 
. — 
SY ei 5 ‘ 
} : . 
% eer > 
‘Y bat 3 ty we 3 ‘ . ee 
- e % f e 
rs ay siete Y Quik Stew, of os + 
t ~ % ° : Me e a ee 
\ tS + i P ict 3s So Fill CaS eos 6 @ eee @ ee 
5 a tows ®t ° e e * @ 
, a : it ORCS Fiat ot 7 Sa Da ° 
a i 
nt peememeeciendion PRE LRT ee 
oo al F — T i 
} ae oi a 
: = be eoccnse ey oe. 8 6. 8. Se 
% ’ ad . { 5 ? ; > ¢ @ eee *? 
ae S oe ‘ae oe EL : e * s ee ° ” 
ae » 3 Oe @ o ee 
. x > Pa " = — we: “hf 
ee = + ae ¥ Rit Ry say SON 5 eee if 
\ Dex " a ee noi it og RGaey pes 
eS eit fn a EOS beer a rg ne 
e4e > ° 
° ¢.¢@ os 
° * 2 @ 
, * «@ se 
ee e a We 
© ¢e¢e ee es Dt + AED en aes ¥ 
NeILOC a Se 
une Ee 
ae . e a) 
* ee 7 e 
e< » ‘ 2 see Ses est eTete? z 
eee ose . e ‘es * 8 es i 
es * . . z ‘ 
e #02 eee «¢ Re 


MOPUPISi yy AU 


alee UGH ooury OUL as 





pod SSN FANON, {3 
ey z ee a SiS a ees 6 ok Tae = _ 


Yom. 
ash- 
mit- 
cust 
ash- 
ince 

576 
iton 
hich 
fter 





924 UNITED STATES AID OPERATIONS IN LAOS 


Mr. Harpy. From the foregoing, it is clear that there are real eop. 
flicts with respect to material matters in the testimony and docy. 
mentary evidence before the subcommittee with reference to this trang. 
action. Before making any findings or recommendations, the subcom. 
mittee feels that Mr. dePaul should be given an opportunity to giye 
whatever explanatory testimony he wishes or produce any other doen. 
mentary evidence which may be of a pertinent or corroborative nature, 
It is for this purpose that we have asked Mr. dePaul to appear here 
this afternoon. 


Mr. dePaul, will you come on up, please, sir, and have a seat at the 
table ? 


FURTHER TESTIMONY OF NICHOLAS CARTER dePAUL, DEPUTY 
ASSISTANT TO THE DIRECTOR FOR LIAISON, INTERNATIONAL 
COOPERATION ADMINISTRATION (FORMERLY DIRECTOR, vs. 
OPERATIONS MISSION, LAOS) 


Mr. pePaun. Thank you, Mr. Chairman. 

Mr. Harpy. You have been previously sworn. 

Mr. prePauu. Yes, sir. 

Mr. Harpy. Have aseat, Mr. dePaul. 

Do you have a prepared statement, Mr. dePaul, that you wanted 
to present ? 

Mr. pePaut. No, sir. I have not prepared a statement. I do have 
rather complete notes. 

Mr. Harpy. Well, I think you are familiar with the sequence of 
the statements and data which I have referred to in my opening re- 
marks, and you may feel free to discuss this information as you see fit. 

I think you must recognize, as I do, that there are some conflicts 
which need to be clarified, if they can be clarified. You have been 
handed a copy of the rules of the committee ? 

Mr. prPauu. Yes, sir. 

Mr. Harpy. And you have also been advised of your right to have 
counsel with you, if you desire ? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. All right. Go ahead then, Mr. dePaul. 

Mr. pEPavuu. Mr. Chairman, I deeply regret these conflicts. I will 
do what I can toclear them up as best as I am able. 
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I would like to say at the beginning that during my last testimony 
I was speaking of matters which had tr anspired several years pre- 
viously without any forewarning or opportunity to re fresh my mem- 
ory or to consult records or to find out about these matters in detail, 
and some of the information which has been given to me in the las rs 
week or two was entirely unknown to me he retofore, and other bits 
of information had been forgotten. 

I believe as of the moment I have thoroughly refreshed my memory 
and I have been rather intensively engaged in trying to piece ‘this story 
together myself. 

Mr. Reppan. Mr. dePaul, could you tell the committee approxi- 
mately when you first learned that there was any inquiry into the sale 
of your automobile to the Universal Construction Co., by this com- 
saiitee, or anyone ? 

Mr. pEPatut. When the matter first came up in April of 1959 dur- 
mete recent portion of the iin arings. 

Mr. Reppan. You had no notice or no knowledge that ICA had 
ever investigated any part of this transaction ? 


Mr. prPacz. Tt had known at the time that at my own request Mr. 
Kelly of P.S. & I. had been consulted 

Mr. H ARDY. Let me sugoest we wv ithhold this and clve Mr. dePaul 
an opportunity to make his statement. Go ahead, Mr. dePaul. 

Mr. pePavn. Tf I may begin, sir, with the statement of the value 
of the aut mobile that I filed with the Embassy in Vientiane in 1! Oe. 
It is mv understanding that that statement of value of $2,000, I be- 
lieve, plus an insurance charge, represented my own estimate of tl 
fair value of the automobile at the tim of importati hh into the 


country ol mya signment. 

I would like to add that I had available at that time information 
concerning an insurance policy written by the American and Foreign 
Insurance Co. at the request of the U.S. Despatch Agent in New 
York, policy number 58122, dated November 26, 1954, covering one 
boxed Cadillac (under deck) from the United States to Saigon— 
premium, $30.58. That is, 1 believe, the figure quoted as $35 in my 
statement. The actual figure is $30.58 and was paid by me to the 
American and Foreioen Insurance Co. on Aueust 2, 1955, check No. 


905, which I would be lad to offer for the cominittee’s scrutiny. 
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(The check was submitted to the subcommittee and is 
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Mr. Harpy. What is the date of that policy, Mr. dePaul ¢ 

Mr. pePavut. The policy was dated, according to a letter—I do 
not have the policy—November 26, 1954. The reason why I mention 
the policy at this time is that these documents were available to me 
in Laos at the time, and the amount of this policy is $2,780. 

[have since been in touch with the office in New York which handled 
the policy. They are unable to state who placed that valuation on 
thecar. They do state that the valuation placed on the car was not 
this amount, but $2,500, the balance being for the value of the crating, 
or boxing, they assume. The reason why this policy information was 
available to me at the time was that I had some correspondence, 
which is available here, with the insurance company, concerning the 
nonpayment of the premium, and I had had to go back to my records 
to find that I had paid the premium, despite their requests for fur- 
ther payment. I received a letter from them on February 24, 1956, 
addressed to me, which says: 








Please disregard our letter of January 27, 1956. It has been brought to our 
attention that you paid the certificate on August 18, 1955. 

This is the reason, therefore, that the matter was available to me, 
and when I was called upon to set the fair value of the car at the time 
of export or at the time of importation, I recalled this figure of 
$2,780. I considered it and I found it rather surprisingly high. I 
had to make an estimate. I put down the figure of $2,000 as being 
ae my impression at the time of a fair value for this automobile as of 
$ 1954. 

; Mr. Harpy. Then your $2,000 was not intended to reflect the actual 

cost ? 

a Mr. pePaut. Sir, I did not intend it so. However, I felt I should 
“* | beconservative in this matter and I chose to relate it to what I con- 

sidered to be fair cost items, but I did not intend to maintain, nor do I 
* believe that I did maintain, that the $2,000 actually represented bona 

fide arm’s length cash payments made to third parties. 

Mr. Harpy. Let me see if I understand. I don’t want to interrupt 
| and get you off the trend of your thinking, but I am trying to be 
sure we have this clear. Then the $2,000 was your estimate of its 
fair value ? 
| Mr. pePaut. Yes. 
| Mr. Harpy. Then you sought to put in some elements that would 
make up that $2,000. Is that correct 4 

Mr. peEPau.. Yes, elements that would give the reviewing officer a 
chance to estmate the reasonability of the amount. I was cognizant 
at the time that the cost price of a car of this vintage and condition 
would not be $2,000. I was also cognizant of the fact that my father 
had installed five new tires at a cost of $250; that he had performed 
considerable work and bought parts; and I wish to refer to documents 
inthat connection. 











i 


Mr. Harpy. But actually, the way your statement reads, you have 
| what appear to be definite cost figures. You showed purchase price 
at time of export as $1,200; five new tires, $250; overhaul and parts, 
| complete motor rebuild, $550. The $250 for tires you could be specific 
about, but did you just select the other figures in order to come up 
with a total of $2,000? 
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Mr. pePavut. Not quite. If I may refer to some further documents 
here, I would like to tell you the complete story of how I arrived at 
these notional figures. I believed at the time and I believed unti] 
quite recently that the acquisition cost of this automobile had been 
$1,200. I find now that I was in error. 

The reason I recall the figure of $1,200 is that I received a letter 
dated April 29, 1954, from Mrs. Griffith, my sister—— 

Mr. Harpy. When you have reference to those documents, do you 
have them with you ? 

Mr. peEPaut. I refer these to the committee. 

Mr. Harpy. Are they copies of the documents you have ? 

Mr. pePauu. Yes. I am reading a sheet of excerpts from original 
letters which are here available, and perhaps after I finish you may 
decide whether you wish them. But they are all available. 

Mr. Harpy. Allright. Fine. 

Mr. Reppan. Thank you. 

Mr. pEPavuL. Quoting from the letter which is here available, dated 
April 29, 1954, Mrs. Griffith states: 

With reference to your car, Dad said he would start to work on it as soon 
as the weather gets a little warmer. 

Mr. Harpy. What was the date of that? 

Mr. pePavuu. April 29, 1954. She is referring to my car, a Lincoln 
sedan. 

Mr. Harpy. That’s why I was wondering. The Cadillac had not 
been purchased. 

Mr. pePaut. That is the point I wish to establish. 

Mr. Harpy. What is the pertinency of that quotation ? 

Mr. pePavt. I am sorry, but I have not finished the quotation. 

Mr. Harpy. Excuse me. Goahead. 

Mr. pePavt. But it refers to a Lincoln automobile which I had left 
with my: father in 1953, when I left the United States to go to Indo- 
china. I had requested him to put it in perfect condition and ship it 
tome. Mysister then states: 

With reference to your car, dad said he would start to work on it as soon as 
the weather gets a little warmer. He said it would cost entirely too much to 
have the work done by a Lincoln dealer or such. My advice to you is that 
if you can scrape a bit of money together, he said about $1,200 or $1,500, send 
it to him and have him get you another car * * *. The highest allowance he 
can get on the [your] Lincoln is $200. 

On June 28, 1954, my sister wrote to me, and an excerpt is as 
follows: 


Now re a car for Indochina. When I told you to forget about the Lincoln 
I was serious because I know what the situation is with it up here. However 
I have some good news for you. On Friday, dad purchased a 1947 seven-pas- 
senger Cadillac. It is just the car you want. It is a Hydramatic and he paid 
$1,000 for it which isn’t bad. The car is worth about $7,000 new. It had one 
owner and is in pretty good shape. Dad may have to put about $75 into it in 
checking it over but he doesn’t think more than that. He paid $500 in cash and 
financed the other $500. 


Mr. Bray. Excuse me, please. Would you read that sentence about 
$75 again? Would you repeat that phrase? 
Mr. pePaut (reading) : 


pam 


Dad may have to put about $75 into it in checking it over, but he doesn’t think 
more than that. He paid $500 in cash and financed the other $500. 


| 
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Mr. Bray. Thank you. 

Mr. pEPAvL (reading) : 

If you want this car, you will have to send him at least the second $500 be- 
ause if the car is to be shipped out of the country it has to be paid in full. 

May I invite your attention to the phrase used here, “if you want 
thisear.” She says: 

If you want this car, you will have to send him at least the second $500 be- 
cause if the car is to be shipped out of the country it has to be paid in full. 

I read these two excerpts to indicate that these were the figures, and 
the only figures, communicated to me in 1954 at the time of the 
transaction. : 

Mr. Reppan. Had you already sent one $500, Mr. dePaul ? 

Mr. pePaut. This is on June 28, 1954, and I am asked if I want the 
car to send $500, which I did on August 14. 

Mr. Reppan. Excuse me. Doesn’t it say a second $500? I thought 
that was the way you read it. 

Mr. pePavuw. No, sir. He paid $500 in cash and financed the other 
$500. Shesaid: 

If you want this car, you will have to send him at least the second $500 * * *, 


meaning the $500 which he financed. 
Mr. Reppan. Oh, I see. 
Mr. pePaut. Therefore I would say, Mr. Chairman, on June 28 


aos 


1954, I was apprised of the fact that my father had purchased a 
Cadillac for $1,000. 

Mr. Harpy. Now, Mr. dePaul, isn’t it true—you may be developing 
some information that was in the background—but isn’t it true that at 
the time you filled out that statement for the Embassy as to the cost 
or your estimation of the fair value of that car, you had forgotten 
all about that, unless you had some subconscious recollection of some 
figure in the back of your head ? 

Mr. peEPaun. I would like to explain that, sir. I want to develop 
that point. 

When I filled out the Embassy statement and when I testified before 
this committee on April 15, 1959, I sincerely believed that the pur- 
chase price of this automobile had been $1,200. I believe it for the 
reason that—the explanation is that in the earlier letter I read, my 
sister had told me if I were to obtain another car—‘he said about 
$1,200 or $1,500.” 

I believe what I did at that time was to take up the figure of 
$1,200 in my personal budget as the minimum figure to be budgeted 
fora car to be sent to Indochina. . 

I was apprised in June of 1954 that a car had been purchased which 
leould have for $1,000. I frankly confused these two figures. I re- 
membered the figure of $1,000 as being $1,200. I reference the fact 
that a $1,200 figure had been quoted to me some months earlier. 

Mr. Harpy. Do you have a similar explanation for the increase of 
the reconditioning cost from $75 to $550? 

Mr.pePaun. Yes, sir, I have an explanation. 

Mr. Harpy. You have another rationalization ? 

Mr. pePaut. I can only tell you the facts as I remember them and 
what I have since been able to establish. 

Mr. Harpy. That is all anybody can do. 
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Mr. Bray. Were these letters available to you in Laos in your pe. 
sonal files at the time you filled in the vouchers for the Embassy? 

Mr. pEPauu. They were available if I needed-—— 

Mr. Bray. That is the only question. 

Mr. peEPaut. I have not consulted—— 

Mr. Bray. That is the only question. 

Mr. pePaut. This may come up later. I might add that a fairly im. 
portant section of my personal files was destroyed in Laos. I haye 
never been certain since that time which documents I still have and 
which I don’t have. I found these letters about 10 days ago. I was 
very much surprised to find that I still had them. I didn’t refer to 
these letters at the time of filling out this statement. I believed that 
my memory served me correctly when I quoted the figure of $1,200, 

May I add that the figure of $800, which is the cash price of the ay- 
tomobile, as distinct from the contract sales price of $1,006, was never 
known to me until it was disclosed to me by my father on my direct 
inquiry about a week ago. 

Mr. Bray. You are clear now that the car cost only $8002 There 
were no credit charges actually paid? 

Mr. pePaut. I believe my father entered into a sales contract for 
$1,006, which the committee has. 

Mr. Bray. Are you aware today that your father only paid $800? 

Mr. pEPau.. Yes. 

Mr. Bray. And he did not pay any financing charges? 

Mr. pePaun. That is right. I learned that he returned after the 
date of this letter—I think this letter is generally correct when it says 
he paid $1,000, because on June 25 he had signed a contract for that 
amount, and made himself liable, including financing charges. Sub- 
sequent to the date of this letter and unbeknownst to me, he returned 
and effected a saving of 200-and-some dollars in the price for which 
he had contracted. This was news to me. 

To follow the sequence, sir, I received this letter and it states if 
I want the car I had to send $500 against a price of $1,000. 

On August 4, I received another letter from Mrs. Griffith stating as 
follows: 


With things as they are now in Indochina I wonder if it may not be too long 
before you will be coming home. I doubt that it will be a year or two * * * 
most likely less than that. Since you’ve gone so long without a car I hardly 
think it advisable to send the Cadillac over now. The Lincoln is out because 
it hasn’t been touched since you left and I know it won’t be. Dad worked on 
the Cadillac the 2 weeks he was home on vacation, thinking you would want it. 
You'll enjoy it when you return. 


This was on August 4. Then on August 14, the date of the first 
$500 check, I presumably wrote to my sister asking that the car be 
shipped and indicating my desire to buy it from my father and to 
acquire it and sending the requested check for $500. I do not have 
that letter. 

Mr. Harpy. What makes you think you did that, Mr, dePaul? 

Mr. pePaut. Because my sister received a letter. She mentions 
my letter of August 14. This contains a check for $500 as requested 
and she says in the letter of September 16: 


There is nothing we can do about the Cadillac until we get your signed 
requisition. 


She is making preparations here for the shipment of the Cadillac. 
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I presume since she requested $500 and since I sent $500 and since 
g month later she no longer mentions $500, I can only assume that the 
check made 1 in her favor on August 14 does relate to this transaction. 
because it is in fulfillment of the conditions set forth in her letter of 
June 28, 1954. 

Mr. Harpy. Mr. dePaul, I don’t want to raise any question about 
the validity of this assumption you are making, except to inquire as 
to why, when you submitted to the committee five checks, four of which 
were drawn on the Lincoln National Bank and one of which was 
numbered 82 and another one 154—why you didn’t submit also No. 
110. 

Mr. pePavt. Yes, sir. I was requested by Mr. Bray to find some 
checks totaling $1,200. 

Mr. Bray. No, sir. 

Mr. Harpy. Now, we are not interested in your finding just any 
checks totaling $1,200. The only thing, as you must know, that the 
committee was concerned with was trying to find evidence to show 
you actually paid $1,200 for the car. 

Mr. Bray. M: ay I speak to that last point, Mr. Hardy? The request 
was for all checks and records to support any price claimed. 

Mr. pePaut. I understand you now. In my own mind, I was try- 
ing to find the $1,200 amount which I had previously referred to, 
believing that to be the amount. I honestly expected to find, not 
having recalled the details of this transaction, a check for $1,200 
drawn in favor of my father. I did find a check for $500 which I 
have submitted, and I knew further payments had taken place. I] 
confused the fact that payments to a Mr. Marano had been made 
about this time with the fact that the $500 payment had been made 
in August, rather than in March and May. In other words, my 
search was not thorough and I was not aware at rs it time of the date 
of purchase of the car. I established that later by finding the regis- 
tration certificate, which bears the date of June 25, 1954, and thereby 
clearly indicated to me that the checks in favor of Mr. Marano could 
not have been related to this transaction. 

Mr. Harpy. The checks you originally submitted varied in date 
from March 31, 1954, to March 31, 1956—a 2-year period. 

Mr. peEPauL. Yes, sir. 

Mr. Harpy. And this is one which comes right in the middle, and 
made out to your sister. 

Mr. pePaut. I had not found that cheek at the time: TI had not 
passed it over or rejected it, but simply had not found it, since my 
checks were rather scattered and are still incomplete. But when I 
was able to establish the date of the purchase I realized two hiilae: 
The Marano checks could not be referable to this and, secondly, a 
check shortly subsequent to June 25 must be found, and on further 
search, finding other check records 

Mr. Harpy. Did you find your other bank statements—your state- 
ments and canceled checks? Are they complete now ? 

Mr. pePavy. They are not complete now. They are reasonably 
complete. I think I found every check I can find through many 
scattered sources. I had not compiled these for this period in any 
orderly fashion. 


41067—59 60 
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Mr. Harpy. It is a relatively small number of checks to be drawn 

over such a long period of time. Did you have monthly statements 
submitted ? 
Mr. pePaut. Yes, I had monthly statements submitted from the 
bank—rather, I believe I received quarterly statements in Indochina 
because of the postage rates. I believe they sent me statements 
quarterly. 

Mr, Harpy. Then you don’t know how many statements you actu. 
ally received during the 2-year period we are talking about ? 

Mr. pePaut. I received all of the checks from my bank, but how 
many 

Mr. Harpy. I am trying to find out, if I can, how many different 
statements there were involved over this period of time, because the 
highest check number there—and one of them is on the Irving Trust 
Co. without any number—but there are 192 over a period of nearly 
2 years. 

Mr. ppPaut. Sir, I did not keep the statements. I don’t kee 
bank statements. I keep the checks. What I have had to find 1s 
bundles of checks with no statements or stubs attached. I have found 
those and among them I found the check No. 110, but I had not found 
it at the time I made my original submission to Mr. Bray. 

Mr. Harpy. My point is, the total number of checks drawn 
on that account is not voluminous. 

Mr. pePauw. No, sir; but I simply overlooked this check and had 
not found it. Immediately upon finding it I notified the committee 
that I had submitted the wrong checks with reference to the $500 
payment, and I was submitting a check in like amount. 

I have since ascertained that the $500 worth of checks sent to Mr. 
Marano were in repayment of a cash loan which he made to me, I 
believe, on October 12, 1953, which was just prior to my departure 
for Indochina. 

Mr. Harpy. And you had forgotten all about that at the time you 
sent those checks over here to us ? ; 

Mr. pePavuu. I had forgotten that, sir, and I was only able to 
recollect it when my father stated to me that he recalled the transac- 
tion and had in his possession the canceled note I had written. I 
knew our financing was involved with Mr. Marano in some way. 

Mr. Harpy. When did your father advise you or remind you that 
those checks to Marano were in payment of a loan Mr. Marano made 
to you? 

Mr. pePavut. Immediately upon my discovering the date of the 
purchase. 

Mr. Harpy. Did your father tell you he had advised the committee 
that they were a part payment on this car? 

Mr. peEPauu. No,sir. Notthat I recall. But he clearly established 
in my mind the nature of this transaction, which clearly indicates 
that it was not referable to the automobile transaction because of the 
timing. That is quite clear to me now. It was not at the time. 

Mr. Reppan. Had you had any other business dealings with Mr. 
Marano? 

Mr. pEPavut. Not directly, sir. 

Mr. Reppan. Did you have any other occasions to write checks pay- 
able to Mr. Marano in any sums such as these checks were ? 

Mr. pePavut. I don’t think so. 
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Mr. Reppan. As far as you know, these are the only checks you 
drew to Mr. Marano in this amount ? 

Mr. pbeEPavt. I wrote another check in payment of $20 interest on 
this transaction. That is the only check I know of. But it would 
not be uncommon for my father to have financial dealings with Mr. 
Marano. ‘They are lifelong friends and I am sure there are trans- 


gctions—— 
Mr. Reppan. Yes, but have you ever borrowed any other money 


from him ? 

Mr. pEPaut. I do not believe so. And I don’t believe, in fact, that 
[remember borrowing this money from Mr. Marano. I believe I bor- 
rowed it from my father, who borrowed it from Mr. Marano. I don’t 
believe I dealt w ‘ith Mr. VM: arano directly in 1953, which is one reason 
why I don’t recall the transactions and don’t recall the date. 

Mr. Harpy. All right. Do you want to continue, Mr. de Paul? 

Mr. ppPaun. Yes, sir. 

Mr. Reppan. I have just one other question, Mr. Hardy, please. 

If you did not rec all what this $500 was for, why did you include 
itinthe checks which you sent to the committee in support of your—— 

Mr. pePauu. Because, sir, I believed I had made the pape of 

$700 about this time because I could identify the other $500. I was 

searching my records for relevant checks totaling $700. 

Mr. Bray. Didn’t you state to me at the time of delivering the 
checks, Mr. dePaul, that you had paid $700 to Mr. Marano, but you 
were unable to locate the other $200 check at the time ? 

Mr. pEPAvL. That was my belief at the time. I thought I must 
have paid it since I remembered the figure of $1,200 and I identified 
$500. I believe I must have paid $700 either to my father or to 
my sister or Mr. Marano. 

Mr. Bray. So, having only one transaction in your life with Mr. 
Marano, that being in the amount of $500 for a personal loan before 
going to Laos, your best recollection when I discussed it was that it 
was in the amount of $700 to purchase the car. Is that correct, sir? 

Mr. pePaut. Not exactly. 

Mr. Bray. Isn’t that the way you explained it to me at the time? 

Mr. pePavt.. | think approxim: itely so, but I recall—— 

Mr. Bray. In what way is it different from your recollection of our 
conversation / 

Mr. pePaci. I was not clear, [ believe, on exactly to whom the 
money had been paid. I was convinced of the fact at the time that I 
had paid in connection with this transaction $700, which had not been 
identified. I believed Mr. Marano was in some way involved and 
checks had been made to him. I was incorrect. I find now a payment 
of $500 was made to Mrs. Griffith. I find also that presumably this 
was the only payment involved, and instead of paying $1,200 by 
checks properly referable I did pay in effect only $1,000. 

Mr. Bray. I think we understand that, but in reference to the 
specific question, is this not substantially correct: that a $500 personal 
loan was explained by you to me as a $700 loan relating to the ear. 
Isthat not substantis ally a correct account of our conversation ? 

Mr. pePaut. I would say it is substantially but not precisely cor- 
rect, because I did not intend to convey that ‘belief. I believe I was 
puzzled myself at the time. I was not precise. I was remembering 
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something in 1953 and 1954. My recollection is not that precise ang 
I was puzzled about this whole matter at the time. 

Mr. Bray. Thank you. 

Mr. Harpy. You didn’t seem to have those reservations, Mr. dePay] 
when you testified under oath before this committee, “I remember 
certain elements; I remember there are two checks in my possession. 
I don’t have them at the moment, $1,200 and $250.” 

Mr. pePau.. | felt reasonably certain of that, sir. I find now | 
was inerror. I should have referred to checks in my possession total. 
ing $1,000 and $250. The $250 check, I believe, is correct. 

Mr. Harpy. As a matter of fact, you have been testifying here you 
went through your records trying to find something to add up to 
$1,200. 

Mr. pEPaut. Because I believed I had made that payment. I find 
now I had made payment of only $1,000 and I have found checks for 
$1,000 which I consider to be relevant— 

Mr. Harpy. You don’t consider that to be improper use of sworn 
testimony ? 

Mr. pePaut. I regret that. I regret I mentioned the checks in the 
amount of $1,200. I referred here to a $1,200 figure which was the 
figure I remembered incorrectly, rather than the $1,000 figure. I do 
state that on April 29 a figure of $1,200 in this connection had been 
communicated to me and had been written down by me in my personal 
budget, and I regret that I remembered that figure rather than the 
correct figure of $1,000. 

Mr. Bray. I don’t think you understood what the chairman read 
there. He quoted you as saying you remembered distinctly a check in 
the amount of $1,200. 

Mr. Harpy. I said two checks, $1,200 and $250. 

Mr. pePaut. I did not intend to describe the checks specifically. I 
should have said I remembered, as I did at the time, making a pay- 
ment related to the acquisition cost of this vehicle in the amount of 
$1,200. I find now I was incorrect. I do find I made payments of 
$1,000. 

Mr. Harpy. You would have never known you were in error if the 
subcommittee had not assiduously pursued the matter. 

Mr. pEPaut. That is correct. 

Mr. Reppan. You say you referred to personal budgets. Do you 
have those documents ? 

Mr. pePaut. I do not. These are scratch sheets which I custom- 
arily make out for a year in advance estimating my financial condition. 
I do not keep those from one year to the next, but I do remember a 
figure of $1,200 in some such calculation. I regret I remembered that 
figure. 

Mr. Bray. Is this a more reliable recollection than the one you gave 
on sworn testimony the last time? 

Mr. peEPaut. Which recollection, sir? 

Mr. Harpy. About the $1,200 check. 

Mr. Bray. The ones that the chairman has been discussing with you. 

Mr. Harpy. That is the figure we have here now. You recall now 
you had a $1,200 figure in your personal budget. When you were 
before the committee earlier, you recalled you made a $1,200 payment 
by check. How are we supposed to believe either one of them is 
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the truth? You need not answer that, but I think the whole thing 
stands up as a complete fabrication. We can’t tell what is truthful 
and what is not. ehnfi: 

Mr. pePavut. I do submit, sir, that a $1,200 figure was communi- 
cated to me in April 1954. 

Mr. Harpy. Well, you dug up a letter which you had forgotten all 
about and it just happens to support a $1,200 figure. But you might 
just as well have used a $1,500 figure, might you not? 

Mr. pePavuL. Yes, sir. 

Mr. Harpy. Because it mentions them both. 

Mr. Reppan. When did you find these records you are referring to 

now, Mr. dePaul ? 

Mr. DEPAUL. Sree to my conversation with Mr. Bray. 

Mr. Harpy. Can’t you be more specific? 

Mr. Bray. We have had several conversations. 

Mr. peEPauu. I believe our last conversation was on May 19. I found 
them, I think, approximately May 22 or 23, 

Mr. Bray. Actually our last conversation was on the 21st. when you 
and Mr. Grant and Mr. Reddan and I had a four- -way ee hoes con- 
versation. Did you have them available at that time? 

Mr. pePaut. I had available the check No. 110. I am not sure 
whether I had the letters available or not. 

Mr. Bray. That is interesting, because check 110 was not men- 
tioned in that conversation. Mr. Grant called me 2 days later in regard 
to that. 

Mr. pePavt. I’m sorry. I thought we discussed that check. 

Mr. Bray. That may be an error of recollection again. 

Mr. pePavut. I believe Mr. Grant informed you I had a check avail- 
able for submission to the committee. 

Mr. Bray. Fortunately, 1 made memoranda of the conversations 
we had because I have gotten seu e different explanations from you, of 
which this happened to have been , let’s say, the second and a half, with 
aslight variation. 

Mr. Harpy. Let’s proe eed. 

Mr. pePaun. I would like to establish as best I can my recollection 
of the other elements in this valuation certificate, 

As I stated earlier, I was called upon, as I believe to state a fair 
value. I took into account the insurance valuation which was known 
tome. 

Mr. Harpy. May I interrupt your account, because you referred back 
to that, subject. I think I ought to call your attention to what seems 
to be an inconsistency in that statement right at the moment. You 
have stated, and you stated a while ago, you were not trying to submit 
the actual cost figure on this car, but your estimate of fair value. 
Didn’t you state that ? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. When you started off with the $2,000 figure that you 
thought was a proper figure, then you attempted to justify it and break 
itdown. Isn’t that subst: antially what you testified to? 

Mr. pePaut. Yes, sir. 

Mr. Harpy. Your purpose was to arrive at fair value, but the Em- 
bassy regulations called for actual cost. Is that not correct ? 

r.pEPaun. I don’t believe so, sir. My impression was that actual 
cost was applicable to an item that was bought specifically for ship- 
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ment, but in the case of a used item it was fair value established oy 
actual cost or other basis. I am not familiar in detail with the rules 

Mr. Harpy. I will read you the regulation. I think you are letting 
your memory run away Ww ith you in order to explain this again, becanse 
actually this is the memorandum. Here is a document which ap- 
parently was issued between April 18 and April 23, and it refers to the 
Embassy Polic y Notice No. 77, which outlines the procedure which 
will be followed. It calls attention—this had to do with a car that was 
sold considerably before yours was, and I am going to read a portion 
of it: 


There does not seem to be any method by which the value of a car imported - 


used can be estimated for the purposes of notice No. 77 except by arbitrary 
judgment. Moreover, in the case of cars imported almost new (which is no; 
the case of this car) it would be inequitable as between importers of new ¢ars 
and importers of cars which were subject in the U.S. market to the initial! usta) 
markdown when offered for resale, to limit the importers of such cars to th 
U.S. sale value—assuming that it could be ascertained (what market is Uniteq 
States-west coast, Detroit, where?) 

In practice, it is believed that the clause which causes difficulty in this ease 
is unworkable and should be deleted. The sole limitations should be the kip price 
received, provided it does not exceed the dollar price paid 1 


s 1 . ! . ~~ . 
Isn’t that the regulation that was in effect at the time your car was 


sold, and didn’t you know it ? 


Mr. pePavn. Sir, that was not my understanding of the basi 
which I was requested to submit a valuation. 

Mr. Harpy. If that is true, Mr. dePaul, I call your attention to 
another part of the same document. It was your record player and 
you list the price of that reco rd playe ras $355. That is 
four items and down below that you have this statement: 


Estimated fair value at the time of export: $250. 

So the fair value by that doc ument was $250, but when you sub- 
mitted your figures to the Em! assy for the use of kip you listed it at 
$355. So you used the actual—the figures that you hi id given as actual 
price with respect to your record player, and now you are telling 
this committee you tried to compute an estimated value for your auto- 
mobile, which was proper under the regulations. If you can justify 
that, I would like fore you to do it because it nullifies e verything you 
have just been saying about trying to arrive at an esti imated value, 
You must have vee n that you did that, or are you going to tell the 
committee you padded the figure for your aaa a. by $100! 

Mr. pePavut. I think the difference is the record player, sir, had 
been in my possession for some time. 

Mr. Harpy. What has that got to do with it? You estimated the 
value at the time you brought it in as $250. You showed there your 
cost price $355 and billed it at $355 when you were secking to convert 
to kip. Now you want the committee to understand you were proper: 
ly using an estimated price for your automobile and an actual price 
for your record player ? 

Mr. pePaut. I believe what I was attempting to do in this case was 
to submit all of the relevant information for the review of the Em- 
bassy. 

Mr. Harpy. So if the Embassy was fooled by it, it was all right 
with you? ‘ 

Mr. pEPaut. I was not the authority, sir, on exactly what the rules 
were. Nor did I at this time make ast udy of the rules. 
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Mr. Harpy. You were the Mission Director. 

Mr. pePavutw. Yes, sir. 

Mr. Harpy. And you read the rules promulgated by the Embassy, 
and is it not true you advised the Ambassador in connection with tl 16 

romulgation of these rules ? 

Mr. pePauu. I advised the Ambassador in connection with the 

romulgation = rules generally. I don’t recall in this case. 

Mr. Harpy. Isn’t it a fact that you actually helped to write thes 
regulations by the Embassy ? 

Mr. pePavt. I helped to write certain—— 

Mr. Harpy. Isn’t it a fact that you helped to write these ? 

Mr. pePaut. I don’t recall. I don’t believe so. I do recall dis- 
tinctly I helped to write and, in fact, I believe I drafted—— 

Mr. Harpy. We have information you helped to write these very 
regulations whicl +h you now testify vou were unfamiliar with. 

Mr. pEPavuL. Sir, | would make this distinction. I helped to set 
the agency post policy with respect to regulations. I also helped to 
write the specific regulations on currency transactions. 

Mr. Harpy. Does this not relate te ‘urrency transactions ? 

Mr. pePaun. No: I don’t mean in that sense. I mean regulations 
concerning exchange of money by individuals without respect to sales. 
I think this is a separate and distinct matter. I was most interested 
in the currency transaction regulstions. 

Mr. Harpy. Let us return then to this one que stion. On the letter 
which you wrote to the Ambassador questing conversion of kip, 
you listed the original cost — of your hi-fi record player, which 
was $105 more than you had estimate as its fair market v:; alue. You 
listed a motor vehicle at $2.0: 5. which you tell us is your estimate of 
the fair price of its value. 

Mr. pePaun. Yes, sir. 

Mr. Harpy. So you are putting one on the basis of your estimate of 
value and the other one on the basis of actual cost, whichever is the 
higher. Is that the basis on which vou are operati of 

Mr. pePavu.. May I continue, sir? 

Mr. Harpy. Yes,sir. I would like for you to 

Mr. pePavut. I would like to describe how I arrived at the figure of 
$2,000, and why I believed it to be an estimate of fair market value. 
I believed at the time, as I have indicated, that the acquisition price 
of this vehicle was $1,200. There I was in error. But I nonetheless 
acted on that belief. I also knew I had paid $250 for a set of tires. 
That brings the value in my own calculations up to $1,450. I knew 
that I had given my father a Humber Hawk costing $450 at the mar- 
ket. I used this figure, this gift, as a rough approximation of the 
value of services and labor my father had given to me in connection 
with the reconditioning of the Cadillac. 

Mr. Harpy. Without any basis at all? 

Mr. pePavt. The basis, sir, was that I am generally familar with 
what my father does toacar. TI had this information in mind, although 
not available. My father had worked on the Cadillac the 2 weeks he 
was home from vacation. 

Mr. Harpy. But you didn’t have the $75 figure in mind which your 
sister quoted to you? 
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Mr. prPaut. No, I did not have that figure in mind. I had later 
references in mind. I have a further letter dated October 26, 1954 
in which my sister states: : 
Also, we haven't heard another word about shipping the car. I thought surely 
it would have been well on its way by now. Dad worked on it every minute dur. 
ing his spare time and it is really in good running condition. It rides beaut. 
fully. 

knew also from conversations I had had in 1956 that my father 
had put a great deal of time and effort into this. I have since checked 
with him and I asked him by telephone on May 25, 1959, if he would 
estimate for me the commercial value as billed by a reputable Cadillac 
service organization at 1954 prices of the work that he had performed, 
We discussed this and he said that he believed the value of the work 
to be between $700 and $800. I then asked him to reconsider this and 
make a conservative estimate and he called me later and said he had 
gone over it in his own mind from memory and he had no records, 
but he said that the work he had performed had a commercial value of 
about at least $600, conservatively estimated, excluding the cost of 
tires. 

Therefore I do not believe that I was grossly in error in setting be- 
sides this amount of work the figure of $450 representing the gift of a 
Humber Hawk automobile, in my mind at least, in compensation for 
the gift of these services rendered. Therefore I added the figure of 
$450 of this nature to the $1,450, which we have arrived at, obtaining 
the figure of $1,900. I believe at the time I also added about $100 
which I have referred to as the approximate cost of further repairs 
done before importation in Saigon, and arrived at $2,000, feeling that 
that figure could be justified. 

Mr. Harpy. Mr. dePaul, you don’t want this committee to believe 
you went into so much detail to rationalize that figure, do you? 

Mr. peEPaun. Yes, sir. This is the way I arrived at the figure at 
the time. 

Mr. Harpy. Your memory has suddenly gotten better, since you have 
been able to reflect. You can recall the price of the car as $1,200, 
which your sister mentioned, but it actually only cost $800. But 
vou don’t recall it was only going to cost $75 to put it in shape. Now 
you come in here with a self-serving statement which you and your 
father together have developed as to an estimated cost based on 1954 
prices, which is absolutely preposterous. To start with, here was a 
Cadillac automobile that the owner who sold it to Lehigh Motors 
testified had been kept in good shape during the period of his owner- 
ship. It had only 28,000 miles on it, and to say it required $700 to 
recondition it, why, the Cadillac Co. would scream if they heard that. 

The whole testimony is preposterous on its face. I don’t think you 
should sit there expecting us to believe—maybe you don’t expect us 
to believe it 

Mr. pePaut. I asked my father to try to list the various elements 
of work that went into it. 

Mr. Harpy. And you and your father now are talking about $450 
on a Humber Hawk automobile which your father’s statement says 
was a gift and had nothing whatever to do with this purchase. 

Mr. pePavut. That is correct. I wished him to believe me on that. 
But we must say in that event that we must consider as a gift to 
me his labor and the parts he bought. 





— 


ee 





Mr. H. 
whether 1 
as far as t 

Mr. DE) 
work per 
There we 
and build 
mechanis 

Mr. Br 

Mr. DE 
the electr 

Mr. Br 
your fath 
" Mr. DE 

Mr. Br 
and I dis 
ber Haw 
mined yc 
determin 
cussed Ww 

Mr. DE. 

Mr. Br 
you had 
presente 

Mr. DE 
with the 
an appro 

Mr. B 
more clal 

Mr. DE 

Mr. Br 

Mr. DE 

Mr. B: 
$1,200, fi 

Mr. vt 
the basis 
formatio 
tain up 
$1,750. | 

Mr. Bi 

Mr. vt 

Mr. H 

Mr. pt 

Mr. H 
the Blue 

Mr. pr 
not a pie 

Mr. H 
to what ¢ 
when yo 

Mr, pr 

Mr. H 
the effect 
in a well 





‘coe == oe * & 


— ea we le 


, 


cor WW QV rr > 


- Oo 


ee a i 


we s 


UNITED STATES AID OPERATIONS IN LAOS 939 


Mr. Harpy. Whatever it amounted to—and nobody can be sure 
whether it was $10 or $5. It might just as well have been $10 as $1,000, 
asfar as that is concerned. 

Mr. pePaut. I have some notes here as to the general nature of the 
work performed. ‘There was work performed on the transmission. 
There was work performed on the valves, a major motor teardown 
and buildup, and about a $100 job performed on the electric window 
mechanism. 

Mr. Bray. How much ? 

Mr. pePauv. About a $100 job my father estimated, performed on 
the electric window mechanisms. But this is not definitive. 

Mr. Bray. When was the first time you discussed these figures with 
your father ? 

" Mr. pePaut. Subsequent to Mr. Woods’ visit. 

Mr. Bray. I want to verify that. It is my recollection when you 
and I discussed what you are giving us, you first mentioned the Hum- 
ber Hawk automobile on the 19th of May. I asked how you deter- 
mined you owed your father $450 and you said it was just your own 
determination, and I think you told me at that time you hi: id not dis- 
cussed with your father, at ‘that time, the cost of the overhaul. 

Mr. pePaut. That is correct. 

Mr. Bray. Since you had not discussed it on may 19, 1959, I imagine 
you had no clear picture of the cost of the overhaul at the time you 
presented the certificate to the Embassy. ; 

Mr. pePavt. I had no detailed picture. I am generally familiar 
with the kind of overhaul my father performs and I thought it was 
an approximation. 

Mr. Bray. We have established that, and we can establish with 
more clarity if there is any question, the car cost $800 actually. 

Mr. pePauw. That is correct. 

Mr. Bray. You put a valuation of $2,000 on it. 

Mr. peEPavut. That is correct, 

Mr. Bray. As a result, the valuation you gave to the repairs was 
$1,200, from whatever motivation. 

Mr. pePavu. That is not correct. Were I to value this car on 
the basis of market costs as of the time and on the basis of the in- 
formation I have now available and what I have been able to ascer- 
tain up to this moment, I would state that the fair value would be 
$1.750. Iam conscious of the fact that 

Mr. Bray. Meaning $950 to bring a $800 car into shape? 

Mr. pEPavt. That is correct. ‘This is not unusual, I think, in—— 

Mr. Harpy. With 28,000 miles on it—a Cadillac? 

Mr. pePavt. But, sir, the car was 6 years old at the time. 

Mr. Harpy. I understand, and it had a value on it, according to 
the Blue Book, of $600 

Mr. pePavt. I have been trying to show the committee this car was 
not a piece of junk, as has been alleged by other testimony. 

Mr. Harpy. We are t: alking about what you sold it for as ¢ compared 
towhat condit tion it was in when it went there. The condition it was in 
when you left is another matter entirely. 

Mr. pePaut. Yes, sir. 

Mr. Harpy. And as far as the committee is concerned, testimony to 
the effect that that car was a piece of junk and was cut up and pushed 
ina well has not been controverted to the best of my knowledge. 
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Mr. pePaut. I don’t challenge that, but I say the car was in quite 
good condition w sie nit arr ived, and it was taken good care of. I think 
certain defects developed, but when I sold it I believed it to he still in 
reasonably shee: condition, and I refunded $100 to Mr. . Peabody to 
take care of hat I considered to be the short fall in the condit tion J 
represented. 


Mr. Harpy. Did you finish the statement you wanted to make? 

Mr. pePauu. I think I have wiel finished it, sir. I would like to 
emphasize that as I understand it now, my testimony of April 15 is jp. 
correct in certain respects. I stated at that time that the ear was 


purchased for me by my father. I would say now, after r ‘viewing this 
infor 1atior L tae it the car was pure hased by my father and w: as offered 
tome, if Iv i) ao | lid purchase it from him for $1,000 ; “wcquisition 

ha wust 14, 1959, when I sent him the first $500 « ‘heck and 
acknowledge cd IT assim med the inde btedness for the balane ee, p! us other 
costs that came through later. 

Mr. Mraper. 1959? 

Mr.pePaun. No, sir. August 14, 1954. 

Mr. Mraper. Yes. 

Mr. peEPaur. In effect, he purchased it and I purchased it from him, 
rather than his buying it for me as my agent. 

Mr. Harpy. That is not too consequentis al. As a matter of fact, I 

think the evidence there is pretty clear he had it in mind he was buying 
it for you W hen he bought it. ae 

Mr. pEPavn. That is not correct. but I have not - 

Mr. Harpy. If your testimony is not in variance on any more im- 
portant point than that, you are in pretty good shape. 

Mr. pePavt. I also established a figure here—I said I established 
the figure with the Embassy of approximately $1,800 or $1,900. I find 
it is incorrect. I established the figure of $2,038. I think those are the 
only elements in this testimony that are at variance here aside from the 
fact that I stated I had a $1,200 check in my possession, which turns 
out to be in error. 

Mr. Harpy. Let’s boil this down. The Embassy regulations called 
for conversion of kip for an automobile on the basis of its actual cost, 
I believe we have established that. The actual cost of this work to you 
was what ? 

Mr. pePavuu. The actual out-of-pocket cost ? 

Mr. Harpy. The actual cost of the car to you was what? 

Mr. pePaun. $1,000, which I sent to my father in two checks. $250 
for tires. Approximately $100 which I recall expending in Saigon. 
And however you w ish to treat the value of the work my father did. I 
would submit, sir, whatever work was done by my father, with or with- 
out cost, that it does add to the value of the car. 

Mr. Harpy. You know very well you can’t establish any dollar value 
now for that work. Isn’t that true? You can’t provide a voucher or 
anything to indicate it cost 5 cents. 

Mr. pePaut. That is correct, sir, in terms of relations with my 
father. 

Mr. Harpy. No. In terms of the cost of that, because you know 
very well nobody would accept such a submission as that. And here 
you are submitting a statement to the Government. Actually the 
cost of the car’was $800. You may have had a $250 check for tires. 
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[ don’t know what that $250 was, and so far as I know, you don’t 
know either. . Frage 

Mr. pePavt. Sir, I did not believe at the time I was submitting the 
statement to the Government concerning the actual cost tome. I be- 
jeved 1 was submitting a statement covering fair value. 

Mr. Bray. On one point you mentioned $100 in repairs at Saigon. 
What was the figure y you gave me for repairs at Saigon, when we 
alked on the 19th of May 
Mr. pePauw. I said $50 to $100 is the best I could recollect. 

Mr. Bray. It is my recollection you said $50. I don’t recall the 
$100. 

Mr. pePavt. It is my recollection I said “in that range.” 

Mr. Harpy. It seems rather strange a car put in perfect condition, 
by your own testin lOnY, be fore it was shipped s should require an e@X- 
enditure of $100 in S: ugon before youc ould oper: ite it. 

Mr. pEPaut. That was some special damage that occurred. I be- 
lieve, possibly in shipment, and I believe it was a broken drive shaft. 
Jam not sure of that. 

Mr. Harpy. I am not at all sure whether that would be classified 
as a part of the original cost of the car either. Are you 4 

Mr. pePauw. | am not familiar with that, sir. 

Mr. Harpy. Under the Embassy regulations. 

Mr. pePauw. I am stating the basis on which I arrived at the 
valuation. 

Mr. Reppax. You had maritime insurance, didn’t you, Mr. dePaul ? 

Mr. pePavun. Yes, sir, but there was no evidence it was done in ship- 
ment. Idon’t know. In fact, I was not there at the time and I didn’t 
handle the transaction, and I know very little about it except hearsay. 
Idid pay the bill, and I don’t rem ember the rates or currence y or any- 
thing more than that. The figure of $100 is the one I used. 

Mr. Harpy. Insofar as figures are concerned which ean be sub- 
stantiated, is there anything beyond the $800 cost for the car and $250 
est for tires, if we say that is substantiated, and I am not sure it is? 

Mr. pePaut. Sir, I paid my father $1,000 in two checks, which I 
believed to represent the cost of the ae quisition. I actually paid that 
money to him. 

Mr. Harny. Which two checks ? 

Mr. Bray. Two$500 checks. One tothe sister and one to the father. 

Mr. pePauw. I disbursed $1,000 there and disbursed $250 for tires, 
and I claimed these other amounts. I cannot substantiate them. I 
camot determine what is the proper statement to mi ike with regard 
tothe work performed. I do think it has value, and that value should 
be taken into consideration. 

Mr. Harpy. All right. Let us assume then that these figures are 
correct, Rather than $800, that the $500 check to your sister did con- 
stitute a payment to the car. I don’t know. You haven’t produced 
mything that really shows that, as far as I am concerned. 

Mr. pePaut. I produced these letters. 

Mr. Harpy. You produced letters which did not say that at all. 
_ They told you to send $500 and then they just talk about $500, but 
| they did not say anything about this $500. As far as I know it could 
have been a gift out of the goodness of your heart. You could have 
ben paying her back for something you owed her, as far as we know. 


ti 
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So you come up with the statement it is a payment on this car. That 
would make a total of $1,000 you paid for the car, plus $250 you say 
went for tires, 

Mr. pEPaut. Yes, sir. 

Mr. Harpy. You haven’t given us anything to prove that, but that 
is $1,250. Is there any other cash payment you can attribute to the 
cost of this car? 

Mr. pePaut. I attribute the $450 cash payment for the Humber to 
the cost of this car. 

Mr. Harpy. Your father did not so attribute it. He regarded it as 
a gift. 

Mr. pEPaut. But I believe he also regards as a gift to me the labor 
he put into the reconditioning. 

Mr. Bray. If this were a monetary agreement you would not be 
permitted as a party to put down that gift as an expense. 

Mr. pePaut. I am not sure of the monetary regulations. I would 
have to refresh my memory on them. 

Mr. Bray. You are aware a gift and a payment are two different 
things? 

Mr. pePaun. Yes, sir, 1 am, but I am also aware in dealing—— 

Mr. Harpy. I think we have pursued this far enough. The record 
is pretty clear. 

Mr. Reppan. There is one more thing with respect to Mr. dePaul’s 
statement. Mr. dePaul just stated his father made a gift to him of 
these services performed on the car. As Mr. De Paolo’s signed state- 
ment said, he received $500 as compensation to him for the recondition- 
ing of the car expenses and his statement was that included the price of 
tires. 

Mr. Harpy. Is there anything further we need to discuss on this? 

Mr. Mraprr. I would like to ask Mr. dePaul a question, Mr. Chair- 
man. 

Mr. Harpy. Go ahead. 

Mr. Meaper. I am not so much concerned about the various figures 
as the fact that you were doing business with the Universal Construe- 
tion Co. 

Mr. pEPauu. Yes, sir. 

Mr. Meaper. You were aware at the time they were doing business 
with ICA ? 

Mr. pePaut. I was, sir. 

Mr. Meaper. And you had some official connection with their con- 
tract ? 

Mr. pEPaut. Yes, sir. 

Mr. Mraper. Did it strike you as being perhaps a little out of 
order for you to be entering into a personal private transaction with 
them ? 

Mr. pePaut. Yes, sir. I was very conscious of this fact and I 
believe the record shows for this reason I consulted both a represent- 
ative of P.S. & I. and ICA and the Embassy, and I was very much 
aware of this point. I found it a matter of great concern, I con- 
sidered it very carefully. The only reason I made the transaction at 
all was the question of alternatives. I think any other alternatives 
other than simply abandoning the vehicle would perhaps have been 
equally undesirable, namely, a sale to the Laos Government. 
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think that is questionable. A sale to certain Chinese elements where 
a car might end up in certain types of activity. Or a sale to other 
Americans. 

Mr. Reppan. What do you mean by that? It is rather vague. Why 
gould it not be a good idea to sell it to the Laos Government, and 
why could you not sell it to these other groups? Why couldn’t you 
gli it to the Chinese ? 

Mr. pePavuu. I wouldn’t like to elaborate on that, sir. There are 
certain buyers 

Mr. Reppan. Is it classified information ? 

Mr. pEPaut. I would say so. Yes, sir. 

Mr. Reppan. Has the agency so classified it ? 

Mr. p—EPaut. I don’t recall any document on the subject, but I 
think the whole matter is classified. It is an opinion. 

Mr. Reppan. Who has classified it ? 

Mr. pePauu. The subject to which I am generally referring is 
dassified. I think I can say briefly certain buyers of Cadillacs might 
be engaged in certain types of activity where it would be undesirable 
to have a car identified that an American official had used. 

Mr. Bray. That was not true of Mr. Peabody ? 

Mr. pePaut. I believed it not to be true at the time. I believed 
the ideal use of the car was to convert it from a Cadillac, which, after 
all, is not a desirable car to be used in Laos, You know the story 
of how it got there. I thought it would be very desirable to have it 
¢onverted into a work vehicle of some kind, like an ambulance. It 
was Mr. Peabody’s avowed purpose and I thought it was a good idea. 
I checked carefully and thought it over carefully and I believe I 
made the wrong decision, as I now see. 

Mr. Meaper. Wouldn’t it be fair to say, Mr. dePaul, that the rea- 
gon you dealt with Mr. Peabody was because you could make the best 
deal with him that you could make with anybody? 

Mr. pePaut. That would not be my statement. I honestly believe, 
had I forgotten all these other considerations, I could probably have 
made a better deal with somebody else. I was also pressed for time, 
and to make a better deal would have taken time. _ To sell it to the Laos 
Government would have taken time. 

Mr. Meaper. Of course, his 100,000 kip represented at the free 
market rate may be $1,000. 

Mr, peEPauxt. That was very much in my mind. I figured I was 
slling him a good car in reasonable condition for about $1,000. 

Mr. Mraper. It only cost him $1,000, but you got $3,000 out of it 
because of the conversion. 

Mr. pePaun. Yes. It cost him $900, because I refunded him $100, 
The net price to him on the open market was $900 and I thought that 
was @ price which would not cause any comment or raise any question. 
The car was certainly worth in Laos $900, that being approximately 
the value of only the transportation. 

Mr. Maver. It was a good deal for both of you because you could 





convert it at the official rate. 


Mr. pePaut. Yes. 

Mr. Mraver. And they could buy it at the free market rate. 

Mr. pePavt. I felt I was receiving no privilege not extended to 
all other Americans. Mr. Peabody was receiving something of value 
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he could use for a laudable purpose at a more than fair price, 4, 
certainly could not have obtained such a vehicle elsewhere for th, 
price, and I was interested in his use of the vehicle. 

Mr. Harpy. One thing I wanted to know about that testi; 
You certified this was not free market kip, didn’t you? 

Mr. pEPaut. Yes, sir. 

Mr. Harpy. It was obtained properly by Mr. Peabody ? 

Mr. pePaun. Through his contracts. But I would say the ya] 


lat 


nony, 


ue 


to him of those kips, since he had no conversion privileges, should be | 


judged at the open market rate. 

Mr. Harpy. As a matter of fact, he did have conversion privileges 
for 80 percent of all the kip he got, didn’t he ? ig 

Mr. pePaun. Yes. 

Mr. Harpy. And wasn’t the bulk of his contract for labor payable 
in kip? } 

Mr. pEPaut. No, sir. Their labor was imported from Okinawa, 
payable in dollars. 

Mr. Reppan. You say he didn’t have the right to convert at 35 to 1. 
Is that right ? 

Mr. pePavut. For the excess of his kip. 

Mr. Reppan. Yes. So he would have had to convert at the going 
market, which would be 90 to 1. sai 

Mr. pEPaut. Yes. 

Mr. Reppan. That would make this car cost him three times the 
amount you claimed. 

Mr. pEPavut. No, sir. 

Mr. Reppan. Yes. For this reason. You certified he had this kip 
because he obtained it in connection with the contract he had with 
the Lao Government. 

Mr. pEPaut. Yes. 
ee Where the contractor “was forced to take 20 percent 
in kip”? 

Mr. pePaut. Which they could not convert. 

Mr. Reppan. They were getting the kip at 35 to 1. 

Mr. peEPavuL. No,sir. The kip price paid in kip. 

Mr. Reppan. But then they get the dollars price of kip at 35 to1 
from the Lao Government. And he took that kip and paid you. Tf 
he can’t reconvert it at 35 to 1 he would be paying you what you 
charged him for it. 

Mr. pePaut. Yes. 

Mr. Reppan. Since he couldn’t do it at that rate and he had to con- 
vert at the free market, the car was actually costing him three times 
as much. 

Mr. pePaut. No, sir. One-third. 

Mr. Reppan. No, sir. He was getting 35 kip to the dollar under the 
contract and he had to convert it back at 90 to 100 to 1. 

Mr. pePauvt. Yes. 

Mr. Reppan. And he was using kip under the contract to buy the 
car. So he was using hard-earned kip which he got at 35 to 1. 

Mr. Bray. He didn’t get it for $900. That is Mr. Reddan’s point. 

Mr. pePaut. I can’t agree. I would state this: The value of 100,- 
000 kip to Mr. Peabody at the time, considering his alternative possi- 
bilities, was approximately $1,000. I refunded him $100 and I would 
state I gave him value to him of $900. 
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Mr. Bray. For clarification, I suggest when you get back to your 
oflice you Cc all for and read the contract under which he received that 
kip. : ; ; 

Mir. Harpy. I think that is all we need on that particular point. 

Mr. DEPAUL. Does the committee—— 

Mr. Harpy. I believe Mr. dePaul testified, or did you not, that you 
had cleared this sale with the Embassy and also with P.S. & I.? ° 

Mr. pePau.. I had discussed the sale with both parties and I don’t 
recall any objection. I cannot state the precise details. I do recall 
that no one advised me not to make the sale. And I did it with the 
full knowledge and consent of both the Embassy and P.S. & I. 

Mr. Harpy. Wasn’t it true P.S. & I. did not object to your selling 
to the Lao Government ? 

Mr. pePaut. 1 don’t know, sir. I don’t know whether we talked 
about that. 

Mr. Bray. So you didn’t cons sider the possibilit y— - 

Mr. pb—EPavuw. The essential reason for not selling it to the Lao Gov- 
ernment, aside from questions of propriety, which were unportant 
to me, was the question of timing. I had to make the sale rather 
quickly because the car had been unavailable for sale. 

Mr. Bray. So the real reason is that the Lao Government is a 
notoriously slow payer and it has very little to do with propriety. 

Mr. pePavt. I would not like to make the—— 

Mr. Bray. You did not consult with either the Embassy or P.S. & I. 
with reference to the possibility of a sale to the Lao Government? 

Mr. pePavt. I believe at one time I consulted Mr. Higdon. I was 
given to understand this was a possibility. I merely would have some 
question about it in my own case; whether such a sale would be ap- 
propriate, and I felt it was undesirable. The c ‘linching reason was the 
timing. 

Mr. Harpy. And you couldn’t get paid by the Lao Government as 
quickly as you could by Mr. Peabody. 

Mr. pePaut. I would say I couldn’t get paid by any government 
as quickly because the transaction was effected ina very short time. 

Mr. Bray. So the questions about propriety and your concern for 
American interests in the area are interesting, but they were not the 
primary motivation for selling to Mr. Peabody and not the Lao Gov- 
ernment. Isn’t that what you just said ? 

Mr. peEPavt. I would not like to say I am not conscious—— 

Mr. Bray. I am sure you were conscious of them, but you were also 
conscious of the need for ready cash, if I understand you correctly. 

Mr. pePavw. That is correct. 

Mr. Harpy. Let me make one or two comments about this value 
attributed to the car. 

You attributed to the car the value of $2,000. There has been con- 
siderable evidence to indicate that that value was overstated. I don’t 
know whether the ICA or the Department of State has any interest in 
determining the proper value. It seems to me if you do, the matter of 
proving the value which you used as a basis for converting the kip 
imposes a burden on you, and not only the Department of State. 

Actually, the thing I am disturbed about here almost as much as 
Iam by some of these conflicting statements that you have made, has 
todo with what seems to be not too much concern on the part of the 
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Embassy or the ICA to make a determination as to whether these 
were proper figures you submitted. 

Mr. pePauu. Sir, may I add that ICA is presently conducting a 
thorough reinvestigation of the entire matter ? 

Mr, Harpy. Well, it is a little bit late. It is just a little bit late 
If the ICA had done its job properly a bit earlier, maybe it would 
not have been necessary for us to have held this series of hearings. 

Mr. peEPaut. Mr. Chairman, does the committee wish to have these 
letters ? 

Mr. Harpy. The committee will want to look at those letters ang 
see whether there are any specifics we would like to have to make the 
record complete. I am interested in making it as complete as possible, 

Are there any further questions? 

Mr. Reppan. Mr. dePaul, are they the original letters? 

Mr. peEPaut. Yes, they are. I would beg the committee to consider 
only the excerpts I have read. The balance you are perfectly welcome 
to read, but—— 

Mr. Harpy. The committee has no desire to get into the record per. 
sonal matters. 

Mr. pePaut. Thank you, sir. 

Mr. Harpy. I would like to ask Mr. Alphonso Smith to come up 
now. 

Mr. dePaul, you may as well stay there. 

Mr. Smith, have you been sworn ? 

Mr. Smirn. No, sir; I have not. 

(Whereupon the witness was sworn by Mr. Hardy.) 


TESTIMONY OF C. ALPHONSO SMITH, ACTING SPECIAL ASSISTANT 
FOR MUTUAL SECURITY INFORMATION, DEPARTMENT OF STATE 


Mr. Harpy. Have aseat, Mr. Smith. 

Mr. Reddan? 

Mr. Reppan. Mr. Smith, will you please give the reporter your full 
name and address? 

Mr. Smirn. My name is C. Alphonso Smith; my office is at 302 
Maiatico Building, 806 Connecticut Avenue. 

Mr. Reppan. What is your home address, sir? 

Mr. Smirn. 425 Croton Drive, Alexandria, Va. 

Mr. Reppan. You are presently employed by ICA? 

Mr. Smirx. No, I amemployed by the Department of State. 

Mr. Reppan. By the Department of State in what capacity ? 

Mr. Smiru. Iam Acting Special Assistant for the Mutual Security 
Information Program. 

Mr. Reppan. What are your functions and duties in that capacity! 

Mr. Surry. Our functions and duties are to supply the American 
people with information on the mutual security program. 

Mr. Reppan. Are you associated with ICA ? 

Mr. Suir. I am physically based in the ICA Building. On 
February 19 last year the Department of State took over the informa- 
tion program from ICA, and all of the people working on the informa- 
tion program now are Department of State employees. 

Mr. Harpy. Was that at the time ICA was prohibited by law from 
conducting its own information program ? 
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Mr. Smiru. No, sir; it was not. 

Mr. Harpy. Could you give the committee the benefit of a brief 
biographical sketch, please ? 

Mr. Smiru. Yes. I was born in North Carolina, attended the 
University of Virgimia. Spent the past 28 years in the information 
and writing field. I have written magazine articles and newspaper 
articles, and have been an advertising copywriter. I did public rela- 
tions work with General Dynamics Corp., spent 5 years in the Navy, 
about 6 years in various Government agencies, and 5 years as Wash- 
ington representative of Burlington Mills. a 

Mr. Harpy. Thank you very much, Mr. Smith. 

Mr. Meaper. What other Government agencies besides ICA ? 

Mr, Smiru. I worked for the Department of Defense, the Depart- 
ment of Agriculture, the Department of the Navy, within the De 
partment of Defense, as acivilian. I was also editor of a newspaper in 
Virginia. , 

Mr. Reppan. Mr. Smith, I would like to call your attention to 
Monday, April 20, of this year, this past April, and ask you whether 
or not Mr. dePaul came to your oflice at that time to complain about a 
newspaper article which appeared in a local newspaper ‘ 

Mr. Smiru. I see you have the dates wrong. 

Mr. Reppan. I’m sorry. I do have the dates wrong there. That 
wason April 23, I believe. 

Mr. Smitu. No,sir. That is wrong too. 

Mr. Harpy. Will you give us the correct date, please ? 

Mr. Smiru. Yes. He came to my office on the day that the article 
appeared in the Washington Post, which I believe was Thursday, 
April 17, 1959. 

Mr. Reppan. I believe you are wrong. It is April 16. 

Mr. Smiru. It is April 16. Right. 

Mr. Reppan. Now, will you tell the committee what happened when 
Mr. dePaul came to your office ? 

Mr. Smirn. Yes. He came to my office I would say about 9:15 and 
asked if I had seen an article in the W ashineton Post regarding his 
testimony before this committee the previous day. I said that I had 
and he said he felt that the article was misleading and that pertinent 
facts had been omitted, and he asked me if I thought that ICA would 
like to put out a press release. 

Isaid, No, ICA did not put out any press releases. We were part 
of the Department of State and our press releases went from the 
Department of State, and I was quite sure we would not put out a 
press release on this particular item. I felt it was mainly a personal 
matter, and I believe I suggested to him that if he felt he had been 
done an injustice, that the best course would be for him to write a 
letter to the editor. And I think I added we would be glad to assist 
him in any way in the preparation of that letter. 

This was in the morning and I think he had a draft of a letter 
ready by let’s say noon. I assigned one of my men, a fellow named 
Ed Post, Chief of the African News Desk, to look at it. He short- 
ened it and made some changes in it and we retyped the letter, I be- 
lieve, and sent it over to the Washington Post that afternoon, and J 
sent a little note with it, addressed to Mr. Alfred Friendly, the 
managing editor. 
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I believe on the 24th the Washington Post carried Mr. dePaut's 
letter. 

Mr. Reppan. Who isthe man you assigned this to? 

Mr. Smita. Edward Post. 

Mr. Reppan. Is he employed by the State Department ? 

Mr. Situ. He is on loan to us from USTA. 

Mr. Harpy. How many men do you have working there in that 
section putting out ICA publicity under the guise of the State 
Department ? 

Mr. Smiru. I would not say it is under the guise. We have far 
too many men, Mr, Chairman. We have a grand total of 17 persons, 
including secretaries on board as of today. 

Mr. Harpy. Doing ICA jobs? 

Mr. Smiru. These men are all Department of State employees, 

Mr. Harpy. But handling ICA news? 

Mr. Smiru. In effect, yes. ICA is a semiautonomous unit in the 
Department of State and we are handling their news. 

Mr. Harpy. I am wondering how many of them are handling ICA 
news directly. 

Mr. Smiru. I report to Assistant Secretary Berding but I work 
entirely on the Mutual Security Information Program at ICA, 
Physically based at ICA, but working for the Department of State, 

Mr. Harpy. How many other people are there so situated ? 

Mr. Smiru. The grand total, including secretaries, is 17. 

Mr. Harpy. In other words, there is an Assistant Secretary of State 
who works exclusively on information concerning mutual security? 

Mr. Smiru. No, sir. § 

Mr. Harpy. That is my question. How many people are working 
exclusively on the matter of information concerning ICA and mutual 
security ? 

Mr. Smitu. Seventeen people. 

Mr. Harpy. Seventeen people? 

Mr. Smiru. Right. Reduced from 93, 5 years ago. 

Mr. Harpy. How many of them are borrowed from USIA ? 

Mr. Smiru. One. 

Mr. Harpy. Mr. Post is the only one? 

Mr. Soir. That is correct. 

Mr. Harpy. That is another subject we may want to scrutinize, be- 
cause it seems to me this was a source of some problem to the com- 
mittee in connection with the use of information gathering under con- 
tract with a certain agency conducting public opinion polls. Now we 
find we have 17 State Department people who, as far as I know, may 
be conducting a similar operation to that which ICA was conducting 
previously. 

Mr. Smirn. I would be very happy to be called at some time to 
testify on that. 

Mr. Harpy. We may give you an opportunity, Mr. Smith. 

Mr. Meaper. Maybe this is a good chance to follow it up a bit. 

Mr. Harpy. I don’t want to follow it too far. 

Mr. Meaper. Mr. Smith made a very good observation here, if I 
heard him correctly, and I would like to have him expand on it. He 
said entirely too many. 

Mr. Harpy. I think that is a good one to expand on. 
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Mr. Smirn. As I say, 5 years ago we had 93 people in this office 

and 204 overseas. Working on the infinitely larger program we have 
today—infinitely larger—we have no one overseas. Not a single per- 
son telling us what we are doing with the money Congress appro- 
riates to us. And we have nine professionals and eight secretaries 
in Washington trying to cover this $3,900 million program. It is 
totally inadequate. We can barely even answer the telephones and 
keep up with routine. 

Mr. Meaper. I thought you said you had too many. 

Mr. Smiru. No,sir. 

Mr. Meaper. Your comment said too many. 
would develop that. 

Mr. SmirH. I meant too few. If I said too many, it was an error. 
We have five-thousandths of 1 percent. This represents what we 
have to spend on the information program. 


Mr. Meaper. That might be an awful lot of money for the size of 
the mutual security program. ; 

Mr. Smitn. It is $202,000 including the salaries of the 18 people. 

Mr. Harpy. You have really gotten the figures down to a fine point. 

Mr. Smirn. We have $31,000 to use for our total information pro- 
gram ; $31,200 for a full year. 

Mr. Mraper. Do you have any idea of how they are getting out 
these reports ¢ 

Mr. Smiru. What type of reports? 

Mr. Meaper. I mean official reports of ICA on its program. Are 
there other people that prepare those ? 

Mr. Smiru. We did not put out the blue book—the nonclassified 
presentation to Congress. 

Mr. Harpy. Did your publicity cover the United States as well as 
overseas concerning ICA and mutual security ? 

Mr. SmirH. We send no publicity overseas. That is USIA’s job. 

Mr. Harpy. How much of your effort goes into publicizing ICA 
matters in the United States ? 

Mr. Smiru. That is our only job. 

Mr. Harpy. That is your only job? 

Mr. Smirn. That is the job we are limited to by law. 

Mr. Harpy. I asked you a while ago about statutory prohibitions. 
I believe there is a prohibition against the use of ICA funds for 
publicizing within the United States ICA matters, is there not? 

Mr. Smirn. No, sir. The prohibition is against propaganda. 

Mr. Harpy. Whom do you have in your office who distinguishes 
between ICA propaganda and official information ? 

Mr. Smirn. No one has ever successfully defined those two words 
for me, sir. 

Mr. Harpy. So your contention would have to be, however, that 
everything you put out is pure information and not propaganda ? 

Mr. Smirn. That would be my contention, sir. 

Mr. Harpy. It might be subject to dispute. 

Mr. Smirn. Yes. 

Mr. Harpy. And to the extent it is propaganda, are you violating 
the law ? 

Mr. Suiru. If it is propaganda I would say we are, sir, violating 
the Dworshak amendment. But if you will recall, 2 years ago Con- 
gress discussed this at some length and they said there was a respon- 


I was hoping you 
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sibility to inform the American people of what we were doing with 
their money under the mutual security program. 

Mr. Harpy. I recall something of that, Mr. Smith, but I also recal} 
the manner in which the State Department funds were being used for 
public opinion polls, and ICA or State Department funds were being 
used to slant that information and to publish in the press certain parts 
of it, which in my book was pure propaganda. 

I don’t know whether you are still doing some of that. 

Mr. Smirn. No, sir. To the best of my knowledge, there are no 
public opinion polls in the Department of State. 

Mr. Harpy. | would think that is not the only source of propaganda 
activities which the State Department and ICA would be aware of. 
But let us get back to the subject. 

Mr. Reppan. Mr. Smith, you said there are 17 in your office? 

Mr. Smirn. As of today. Yes, sir. 

Mr. Reppan. Do you know how many were in your office when the 
State Department took over the functions of ICA ? 

Mr. Smirn. Eighteen. 

Mr. Harpy. So you reduced it by one? 

Mr. Smirn. Well, we have a vacancy, sir. 

Mr. Harpy. Then you haven’t actually reduced it at all? 

Mr. Smirn. That is correct. 

Mr. Harpy. So the whole effect of the congressional criticism of the 
improper use of the Information Section of ICA was to transfer 
State Department people over there, and they are using exactly the 
same number of people they used before? 

Mr. Smirn. The idea was to do a better job of information. 

Mr. Harpy. That is a terrible slap at ICA. I am sure the Director 
would not appreciate that if he were here, but I don’t doubt it may 
be accurate. 

Mr. Meaper. Mr. Smith, are they the same people? 

Mr. SmirH. What is that? 

Mr. Meaper. Are they the same people? 

Mr. SmirH. Yes, sir. 

Mr. Meaper. That were there before the State Department took 
over ? 

Mr. Smiru. Yes, sir. 

Mr. Meaper. They just put them on a different payroll? 

Mr. Smirn. Using the facilities of the Department of State, which 
were at all times considerably better and larger than those of ICA. 

Mr. Harpy. Weren’t they available to ICA? You mean that the 
State Department would not let ICA use its facilities? 

Mr. Smirn. No. ICA put out its own press releases and had their 
own press setup. Newsmen came to ICA. Now they use the facili- 
ties of the State Department. 

Mr. Harpy. I think Mr. Meader developed a very interesting point. 
By changing them over to the State Department payroll from the 
ICA payroll you have created the tremendous improvement in effi- 
ciency. Let us get back on the subject. 

Mr. Reppan. Referring back to this letter which you sent to Mr. 
Friendly of the Washington Post, Mr. Smith, under date of April 
17, was that written on official ICA stationery ? 

Mr. Smrirn. No, sir. It was written on Department of State sta- 
tionery. 
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Mr. Harpy. So the Department of State was going to get Mr. 
dePaul off the hook ? 


Mr. Reppan. Do you have a copy of that letter before you 4 
Mr.Smiru. Yes. 
Mr. Reppan. Ww ould you read that? It is a short letter, isn't it / 

Mr. Smiru. Yes. 

APRIL 17; 1959). 
peak Mr. FrienpLy: Mr. Carter dePaul, formerly U.S. Mission Director in 
[aos, feels that the United Press report of his testimony before Congress, as pub- 
lished in the Washington Post and Times Herald of Thursd: iy, April 17, omitted 
gyeral pertinent facts. 

Mr. dePaul feels that he should have the opportunity to state the facts to 
dispel any possible reflection on his integrity or any implication that he acted 
jn a manner contrary to established regulations. ‘The enclosed “Letter to the 
fditor,” is a personal letter and is in no sense official from this agency. 

Knowing the fairness of the Post in such matters, I suggested that he make 
areply if he felt strongly about the implications of the earlier story. T am sure 
that he would appreciate it if the Post would carry this reply in its “Letters to 
the Rditor” column. 

Sincerely, 
(S) C. ALPHONSO SMITH. 

Mr. Reppan. Did yousign it with a title ¢ 

Mr. Smiru. “Acting Special Assistant for Mutual Security In 
formation. 

Mr. Harpy. So that ts an official letter carrying the official ap- 


proval of the Department of State of the letter which Mr. dePaul 


. saan ON: ncn 


wrote 
Mr. Surrit. 1 would not say it was official approval, sir, I would 
dothis for anyone. I did it for two reasons. First as a protection to 


the agency to see what Mr. dePaul said in his letter; and, No. 2, 
we try to encourage e mployee sto mi ake their contacts with the press 
through the P ublic Information Office. 

Mr. Harpy. As a protection to the agency to see what. Mr. dePaul 
sid in his letter you helped him to write the letter. So you knew 
what he was going to have in his letter. 

Mr. Smiru. After volunteering to help him with the letter. 

Mr. Harpy. Did you undertake to determine the validity of every 
thing in the letter 

Mr. Smirn. Nothing in the letter. It is Mr. dePaul'’s letter. He 
is free to say anything he wants. We are not responsible for the 
facts. As I point out here, it is his letter and his chance to say what 
he wants. 

Mr. Harpy. But you submitted it under color of the State Depar - 
ment’s approval, and you assumed as an information man no re- 
ponsibility and feel you have no responsibility for its accuracy? 

Mr.Smiru. No,sir. None whatsoever. 

Mr. Harpy. Notwithstanding the fact that you transmitted it on 
State Department stationery / 

Mr. Smrrn. But I don’t think the fact that this was transmitted 
m Department of State stationery had the slightest influence with 
the Washington Post. 

Mr. Harpy. You are really pretty sure if you had not sent that 
wote directly to Mr. Friendly it would not have been carried? 

Mr. Suir. No, sir. I would say that was incorrect. I called ay. 
Friendly up today and I said, “Mr. Friendly, would you mind tellin 
ne whether my having wr itten the letter acc ‘companying Mr. dePaul’s 
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letter had anything to do with it appearing in the paper?” And he 
said, “Mr. Smith, I don’t want to demean you or the Department of 
State, but your letter had absolutely nothing to do with Mr. dePau's 
le‘ter being printed.” 

Mr. Harpy. That might be entirely accurate, but if that is the case 
I submit there would have been very little point in your sending jt 
over if you had not thought it was going to help. 

Mr. Smiru. Before Mr. dePaul walked in the office I had never 
seen him before, and it made no difference to me. I think anyone who 
thinks he has been treated unjustly has a right to write a letter to the 
editor. 

Mr. Bray. How many similar incidents have you participated ip, 
Mr. Smith? 

Mr. Smiru. None. 

Mr. Bray. So that may be your thought, but it is not the common 
practice ¢ 

Mr. Smitru. No. 

Mr. Bray. You would be willing to make it a common practice, but 
it has not been. This is a case of first impression—a unique case, 

Mr. Smiru. It isa first case. 

Mr. Reppan. Is there attached thereto the copy of the letter which 
Mr. dePaul prepared with your assistance and sent to the Post? Do 
vou have a copy with you, sir? 

Mr. Smirn. Yes, I have a copy. 
paper. 

Mr. Reppan. Have you examined the article as it appears in the 
paper ¢ 

Mr. Smiru. I read it. Yes, sir. 

Mr. Reppawn. Is it the same letter, and does it truthfully follow 
the letter sent over there by the Department of State? 

Mr. Srru. I believe it does. 

Mr. Reppan. Was the letter to the editor written on official sta- 
tionery ? 

Mr. Situ. I think it was. 

Mr. Reppan. On ICA or State Department stationery ? 

Mr. Situ. I believe the Department of State. 

Mr. Reppan. Did you make any effort to check the facts as repre- 
sented to you by Mr. de Paul ?- 

Mr. Smitu. No. I believe I have stated I did not and I would not 
in any similar case. 

Mr. Reppan. Did he point out to you in what way the news article 
did not correctly represent a true picture ? 

Mr. Smiru. He mentioned specifically, as I recall it, the price men- 
tioned for the car, $3,038, as being incorrect. That is one I recall. 

Mr. Reppan. Did he put in his letter to the editor what the real 
price of the car was? 

Mr. Smirn. He puts $1,200. 

Mr. pr Pav. Plus. 

Mr. Smiru. Plus $450 in addition for overhauling, and $250 for a 
set of tires, making a total cost of $1,900. 

Mr. Reppan. I think there is no need for us to look into that at this 
time since we have already covered that in testimony. 


Here it is as it appears in the 
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| Mr. Harpy. In view of Mr. Smith’s testimony, we should have an 
expression from the State Department. Mr. Leahy, I will ask you to 
get one from the Secretary or the Acting Secretary concerning the 
policy with respect to assisting staff people who consider themselves 
aggrieved by publicity to write letters to the editor. If that is an of- 

Cpt * . > ° 7 : 
fcial policy of the Department I think that the committee would be 
interested in knowing it, and if there is such a policy I would also 
| jike to be advised as to whether the Department of State will under- 
take to assure the validity of the statements made in those letters. 

(The following letter was subsequently received from the Depart- 
ment of State :) 

DEPARTMENT OF STATE, 
Washington, June 22, 1959. 
Hon. PorteR Harpy, Jr., 
Chairman, Subcommittee on Foreign Operations and Monetary Affairs, Com- 
| mittee on Government Operations, House of Representatives. 

Deak Mr. Harpy: At a recent hearing of the House Government Operations 
Committee you requested a statement from the Department concerning the 
wlicy with respect to assisting staff people who consider themselves aggrieved 
by publicity to write letters to the editor. 

The Department has not developed specific official procedures with respect to 
the situation you described, but believes that each case should be handled on the 
pasis of its merits. 

Sincerely yours, 
Witiiam B. Macomser, Jr., Assistant Secretary. 


Mr. Reppan. Could we put in the record at this point, Mr. Chair- 
| man, the letter to the editor, the covering letter which Mr. Smith 
} ent to the Washington Post, and a copy of the original news story, 
| aid a copy of the covering letter from Mr. Smith transmitting this 
| information to us ? 

Mr. Harpy. That will be received in the record. 


DEPARTMENT OF STATE, 
Washington, April 28, 1959. 
Mr. Joun T. M. REDDAN, 
| Chief Counsel, Foreign Operations and Monetary Affairs Subcommittee on Gov- 
ernment Operations; House Office Building, George Washington Inn, Wash- 
ington, D.C. 
Deak Mr. RepDAN: Pursuant to your request today, I am enclosing a thermo- 
| fax of my letter to Mr. Alfred Friendly. According to my letter I did suggest that 
le Paul make a reply if he felt strongly about the implications of the earlier 
sory. As you will see I also pointed out the de Paul’s letter was personal and 
that it was he, not me, who would appreciate it if the Post carried the reply. 
Sincerely, 
C. ALPHONSO SMITH, 
Acting Special Assistant for Mutual Security Information. 


| APRIL 17, 1959. 
| Mr. ALFRED FRIENDLY, 

Managing Editor, The Washington Post and Times Herald, 

Washington, D.C. 


Dear Mr. FrrenDLY: Mr. Carter de Paul, former U.S. mission director in Laos, 
feels that the United Press report of his testimony before Congress, as published 
inthe Washington Post and Times Herald of Thursday, April 17, omitted several 
pertinent facts. 

Mr. de Paul feels that he should have the opportunity to state the facts to 
dispel any possible reflection on his integrity or any implication that he acted 
ita manner contrary to established regulations. The enclosed Letter to the 
Editor ig a personal letter and is in no sense official from this agency. 
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Knowing the fairness of the Post in such matters, I suggested that he make 
a reply if he felt strongly about the implications of the earlier story. I am sure 
that he would appreciate it if the Post would carry this reply in its Lettarg 
to the Editor column. 
Sincerely, 
C, ALPHONSO SMITH, 
Acting Special Assistant jor Mutual Security Information. 


[Washington Post, Apr. 16, 1959] 
ICA Atp TELLS OF SELLING OLD Car, HI-FI For $3,038 


An American foreign aid official told House investigators yesterday that the 
French Army flew an old Cadillac into Laos which he eventually sold to a Goyerp. 
iment contractor along with a hi-fi set for $3,038. 

3ut before doing so, he said, it cost the U.S. Government $185 for a new trans. 
mission. The car later was cut up for junk and dumped down an abandoned 
well, according to previous testimony before a House Government Operations 
Subcommittee. 

The official was Carter N. de Paul, former U.S. foreign aid chief in the south. 
east Asian country. He now is a deputy assistant with the International Co. 
operation Administration here and handles liaison work with the National Seey- 
rity Council. 

The contractor was the Universal Construction Co., which has been accused of 
giving $12,000 to $14,000 in stocks, money and gifts to another foreign aid official 
in Laos. 

He said his father bought the car in New York for $1,200 in 1954. Later it was 
shipped to Saigon, Vietnam, where De Paul was stationed. 

When he was transferred to Laos, he said he put the car in storage. But after 
he arrived at his new post, he said, he found the American Ambassador was using 
a jeep station wagon. De Paul said he felt he could help out and thus arrange 
“under Embassy auspices” to have the French Army fly the car from Saigon to 
Laos “at no cost to the U.S. Government.” 


{Washington Post, Apr. 24, 1959] 
ICA INCIDENT EXPLAINED 


Relative to the reporting by UPI of my testimony before the House Interna- 
tional Operations Subcommittee on Government Operations, as it appeared in 
your edition of April 16, I would like to set the record straight. 

When I was stationed in Saigon in 1954, I shipped a 1947 Cadillac to that 
post with ICA approval covered by standard regulations. My car was needed 
in view of the then existing transportation shortage in our mission. 

Upon my transfer from Saigon to Vientiane, Laos, in January 19565, I in- 
tended to sell the car in Saigon; but, when I found that the American commu- 
nity in Laos at that time was critically short of vehicles, I made arrangements 
to lend. my car to’ the chief of the U.S. diplomatic mission, pending arrival of 
his official car, provided the legation could arrange shipment from Saigon to 
Laos. 

As a courtesy to our Embassy in Saigon the French Army flew the car to 
Vientiane on a routine flight, in an aircraft which would otherwise have been 
empty and at no cost to the U.S. Government. 

My car was used by the chief of diplomatic mission, Vientiane, for approxi- 
mately 4 months. Thereafter, it was used as my official car and as a mission 
utility vehicle. No mileage was charged to the mission for this use, but the 
mission provided fuel and maintenance. 

The Cadillac was not suitable nor was it typical of personal cars of our mis- 
sion personnel in Laos, but it was used under the circumstances described during 
a period of transportation shortage. Several months prior to my departure from 
Laos in August 1957, I advised ICA of my intention to dispose of the car, with 
the Embassy’s permission, on the local market. I had the alternative of having 
the car shipped home at Government expense—approximately $900—which I 
did not consider practical. 
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prior to sale of the Cadillac, I advertised it in accordance with Embassy 
regulations. — : 

Together with a high fidelity sound system and a record library, I sold it 
to Mr. Peabody of Universal Construction Co. for 120,000 Lao kip from which 
I realized about $2,400 by conversion through official Embassy channels. 

The cost to me of the sound system and recordings was about $750. In addi- 
tion to the initial cost of $1,200 for the Cadillac, I had spent about $450 on con- 
ditioning and overhauling it and $250 for a set of five new six-ply tiers, making 
a total cost for the car of $1,900. 

The amount received by me for these items was about $2,500 less than the 
total amount of $2,650 which they cost me, and represented a very conservative 
price on the local market. In this part of the world the market value of all 
modern equipment was far in excess of the cost in the United States. I was 
aware that had I considered it proper to offer them to a certain segment of 
jocal dealers known as “Chinese traders,” I could have obtained a higher price. 
[did not consider it proper to do so. 

I feel confident, also, that the Government of Laos would have offered a higher 
price for the Cadillac than I received, because of the general shortage of motor 
yehicles in that area. I did not consider it appropriate, however, for me to deal 
with the host government. 


CARTER DEPAUL, Jr. 

WASHINGTON. 

Mr. Reppan. Mr. dePaul, did you check your records to determine 
the accuracy of your letter to the Washington Post before you wrote 
it? 

Mr. pePaut. I believe it has been brought out in testimony I had 
not had that opportunity. 

Mr. Reppan. Who denied you the opportunity ? 

Mr. pePaut. The checking I have done was taking a period of 
several weeks, and this was an immediate reaction to a morning news- 
paper story, and the letter was written the same day. I did not check 
the record as we now know it, prior to preparing this letter. I stated 
the facts as I recalled them. 

Mr. Reppan. You replied to Mr. Smith, however, that the story was 
factually inaccurate ? 

Mr. pePavt. I don’t believe so. I replied to Mr. Smith that the 
sory gave me concern and I believed it would be of cor 2ern to the 
agency, and I solicited his advice as to what, if anything, should be 
done either by the agency or by myself. 

Mr. Reppan. What were you trying to correct by this letter to the 
editor? Were you trying to correct what you considered factual 
inaccuracies ¢ 

Mr. pePavt. I think I was trying to correct an impression that 
might be left. by the story based upon, I think, a rather accurate ren- 
dition of the first day of testimony on this matter. I believe that this 
sory appeared before I had had the chairman’s kind permission to 
make my own comments. I am not sure of that. 

Mr. Reppan. But as I understand your testimony today, you wrote 
this letter to the Post without making any check of your records to 
determine the accuracy of the information you submitted to the Post? 

Mr. pePaut. With respect to the price of the car, the information 


_ wehave subsequently checked was not in my records at the time. 


; 


Mr. Harpy. Let me clear up one thing about the opportunity for 
u to comment on the story. According to my recollection, and I 
lieve the hearing record will bear it out, you were advised at the 

conclusion of the hearing that you would be given an opportunity. 
Mr.pePaun. Yes,sir. I wasaware of that. 


41067—59 62 
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Mr. Harpy. It was late in the afternoon, as I recall it. 

Mr. pePaut. Correct. 

Mr. Harpy. When the other testimony was concluded. 

Mr. pePaut. Yes. 

Mr. Harpy. And there was not time for you to do it. 

Mr. pePavt. Yes. 

Mr. Harpy. But you knew 

Mr. peEPaut. Yes. 

Mr. Harpy. You knew at the time the testimony was taken eon. 
cerning this automobile transaction that you were going to be afforded 
full opportunity to make any statement that seemed to be proper to 
you, and you were so advised. 

Mr. pePaut. Yes,sir. That is correct. 

Mr. Harpy. But notwithstanding that, you tried the case in the 
paper. 

Mr. pEPauL. I was not trying to try the case, sir. I was trying 
simply to state the facts as I knew them at the time. ae 

Mr. Bray. You said you wanted to correct an erroneous impression 
or impressions that might have been generated by the newspaper 
article. Among those erroneous impressions I suppose was the im- 
pression you might have converted more money on this transaction 
than you were properly entitled to? 

Mr. pePaut. No, sir. 

Mr. Bray. Is that one of the impressions you were trying to correct? 

Mr. pePavt. No, sir. 

Mr. Bray. You were willing to let that one stand? 

Mr. pePavt. I would state it in this way: The impression I was try- 
ing to correct was that a worthless, or almost worthless vehicle, had 
been sold to a contractor for $3,038. 

Mr. Harpy. Did you correct that impression ? 

Mr. pePavt. I tried to. 

Mr. Harpy. Has anybody come up with any information as to what 
happened to that car actually, which would contradict the testimony 
given this subcommittee ? 

Mr. pePavt. I can’t evaluate it, sir. 

Mr. Harpy. Have you made any effort to secure any evidence to in- 
dicate that the testimony concerning the final disposition of this car 
and the condition it was in when it was parked on the street was false! 
Have you contacted anybody to disprove that testimony ? 

Mr. pePavutw. I have not done so in any adequate manner. 

Mr. Harpy. The testimony was presented in this case under oath as 
to the condition of the car at the time it was sold, and at the time it 
was parked on the street, and as to the ultimate disposition of it by 
Mr. Peabody. As to whether it was junk, certainly this committee 
does not know, but I must state that the testimony which was given 
as to its condition stands uncontroverted and your letter to the editor 
did not touch on that. It did not contradict the testimony. Can you 
clear that up any ? 

Mr. pePaut. My attempt here, sir, was to give the background in- 
een relating to this transaction as I understood it at the time. 

was 








Mr. Harpy. I am talking about your letter. I am talking about 
your effort. You said your purpose was to disprove the statements 
with respect to the 
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Mr. pePavut. Not disprove, sir. I simply wanted to state the facts 
as I knew them, and [I believe the facts I stated were substantially 
correct, With the exception of the question of valuation, which we 
have discussed this afternoon. 

Mr. Bray. Where do you get that $2,400 from, Mr. dePaul? The 
committee had official records which state $3,038. In your letter to 
the editor you talked about $2,400. Where do you get that? 

Mr. peEPavuL. That figure we discussed previously is my recollec- 
tion of the proceeds which I received on account of these sales ex- 
cluding moneys I could convert without reference to the sales. $3,038 
should be roughly $650 less—— 

Mr. Bray. What is the $650 you are subtracting there? Is that 
the-—— 

Mr. pePavuL. It was money I was entitled to convert in dollars. 

Mr. Bray. Did you have any money in your pocket, kip, other than 
the kip you got for the car? You had better than $640 worth ? 

Mr. pbEPaut. I don’t know the exact amount. 

Mr. Bray. Actually when you converted and got $3,038, you turned 
inapproximately 106,000 kip. z 

Mr. peEPaut. That is correct. 

Mr. Bray. You have already testified the differential of 14,000 kip, 
106,000 subtracted from 120,000 you spent in settling household 
accounts. 

Mr. pePaut. Not exactly. 

Mr. Bray. Actually the kip you turned in was the very kip you got 
for the car—the same little pieces of paper. There is not even a book- 
keeping transaction. You take it out of one pocket and put it on the 
desk. 

Mr. pePavt. I can’t tell as to whether they are the same kip. 

Mr. Bray. You ought to know if you had $650 worth in your own 
pocket before you engaged in that transaction. 

Mr. pePaut. I will say this, sir: Had I made no transactions of 
any kind I would still have been able to convert $650. 

fr. Bray. You would have been able to if you had the kip. 

Mr. pePavut. Yes. 

Mr. Bray. Would you have had it ? 

Mr.pEPauu. Ican'tsay. That is the question. 

Mr. Bray. If you had had it, how much would you have purchased 
itfor? At what rate would you have purchased it ? 

Mr. pePaut. The special rate for Americans at that time was other 
than the official rate. 

Mr. Bray. The free market rate was approximately what ? 

Mr. pePauxt. Any further testimony on this would be classified, 
I think. 

Mr. Bray. I agree, but what was the free market. rate? 

Mr. ppPavuw. At that time it was in the neighborhood of 100 to 1. 

Mr. Bray. So, if in fact you had kip in your pocket which could 
have been turned in for $650, that would have cost you $215 to procure. 

Mr. pePavux. Had I procured it through certain channels. 

Mr. Harpy. Even if you procured it from official channels there 
would have been some difference, would there not, between the 35 to 
Irate and that ? 

Mr. pePavuu. I believe the answer to that would also be classified, 
Mr, Chairman. 
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Mr. Harpy. I don’t think that is classified. 

Mr. pePavwt. I would refer to Mr. Higdon on that point, perhaps 

Mr. Harpy. We willask Mr. Higdon some questions. 

Mr. Bray. Are you prepared to state you had in your possession 
approximately $650 worth of kip, irrespective of the car transaction? 

Mr. pePaut. No, sir. 

Mr. Bray. Then the press was correct in drawing the conclusion 
from your testimony that the $3,038 you received for 106,000 kip was 
in fact, the proceeds of a sale of an automobile and record player, Is 
that right? If it is not right, please correct me specifically and 
factually. 

Mr. pePaut. I will. It is my opinion, Mr. Bray, the amount I was 
permitted to convert on behalf of the sale of the car is established 
in the document pertaining to this transaction and is $2,038. 

Mr. Harpy. You are not talking about what might have been ac- 
curate, but the kip you converted is the kip you received from the sale 
of the car and record player. 

Mr. pePavt. In large part, sir. 

Mr. Harpy. At least that is where you got the kip that you turned 
in at the time you got the $3,000. 

Mr. pePavt. That iscorrect. In large part. 

Mr. Harpy. Or you might have had a few dollars left over before 
you got the proceeds of the sale of the car anyway, didn’t you? 

Mr. Bray. Let me ask you this: Can we set the background of this 
a little bit? At any time while you were in Laos, aside from the time 
you were selling that record player and automobile, did you ever carry 
eae with you as much as $600 worth of kip of your personal 
funds? 

Mr. pePavuw. Yes, because I did keep a substantial amount of local 
currency on hand for personal reasons for my household expenses, and 
also as an accommodation to new members of the staff, because we dis- 
continued at one point the advancing of local currency to new arrivals 
by the Controller’s office. When a person arrives in Laos he needs 
some money. The proper channels for obtaining money we have con- 
sidered today. : 

Mr. Bray. Mr. dePaul, when we examine the official records of the 
Embassy regarding the kip procurement of anybody engaged in a 
personal capacity, are you going to be very surprised if we find you 
had only a very small amount of kip in your possession at the time you 
left Laos other than what you received for your car and record player! 

Mr. pePavut. At the time I left Laos, I had no kip in my possession. 

Mr. Bray. I mean immediately prior, obviously. At the time you 
effected the conversion. 

Mr. pePatr.. I would say that I had anticipated my departure for 
several months and my transactions were—— 

Mr. Bray. I would expect you to do so, sir. I am only suggesting 
the exact 106,000 kip you turned in were pieces of paper, banknotes, 
you received from Mr. Peabody. 

Mr. pePavut. They might well have been. 

Mr. Bray. I think we can discover that from your records and there 
is no point in pursuing it now. 

Mr. pePavun. They might well have been. 

Mr. Reppan. I might make it a little more definite by referring to 
your testimony of April 15. 
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Mr. Harpy. Are we through with Mr. Smith? You may be ex- 
cused. 

(Witness Smith excused.) 

Mr. Reppan. Where you state: 

I converted 106,000 kip on all accounts and received a check from the Em- 
passy of $3,038 * * *. 

Mr. Reppan. Then when you were asked what you did with the rest 
ofthe kip you got from Peabody you said: 

J think there was only a balance of about 14,000, and that was absorbed 
in liquidating my accounts over presents to servants and various items. I don’t 
remember the detail. I was liquidating all my indebtedness and taking care of 
routine transactions. I recall that I came out about even. 

Mr. peEPaut. That is correct. 

Mr. Reppan. My suggestion is, sir, after converting all of your ac- 
counts, Which amounted to 106,000 kip, if you had a balance of 14,000 
kip left over you must have had only 120,000 kip you got from Pea- 
body to start with. a 

Mr. pEPauL. In my testimony I was referring specifically to the 
arithmetical difference between 106,000 and 120,000. I did have other 
inoneys at the time. 

Mr. Reppan. Yes. And you referred to the other moneys because 
you stated in converting these kip—the 106,000 kip—you did so on all 
accounts. : 

Mr. peEPavt. Yes; that is correct. 

Mr. Harpy. Are there any further questions? 

Mr. Higdon, will you come up, please? 

= ’ y J : . 

Mr. peEPaut. Do you wish me to remain, sir? 

Mr. Harpy. You had better sit still right there for a minute. 

Mr. Higdon, have you been sworn? 

S . 4 
Mr. Hiepon. No, sir. 
(Whereupon the witness was sworn by Mr. Hardy.) 


TESTIMONY OF CHARLES EVANS HIGDON, DEPUTY EXECUTIVE 
DIRECTOR, BUREAU OF FAR EASTERN AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Reppan. Will you please give the reporter your full name and 
address ? 

Mr. Hicpon. Charles Evans Higdon. My address is 2828 Connecti- 
cut Avenue NW., Washington, D.C. 

Mr. Reppan. Where are you employed? 

Mr. Hiepon. I am employed by the State Department. 

Mr. Reppan. In what capacity? 

Mr. Hicpon. Deputy Executive Director, Bureau of Far Eastern 
Affairs. 

Mr. Reppan. How long have you been occupying that position? 

Mr. Hiepon. Since August 1957. 

Mr. Reppan. Would you give the committee the benefit of a brief 
biographical sketch ? 

Mr. Hicpon. I was born in Fannin County, Ga., March 22, 1916. 
Iwas educated at the University of Tennessee. I have been employed 
with the Department of Justice and the Department of State. 

Mr. Reppan. Were you in Laos for any period of time? 

Mr. Hiapon. Yes, sir; I was. I was in Laos from October 1955 
until May 1957. 
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Mr. Reppan. In what capacity ? 

Mr. Hiepon. An administrative officer of the Embassy. 

Mr. Reppan. In that capacity are you familiar with the Embasg 
policy notices which were put out during that time, or in effect during 
that time ? 

Mr. Hiepon. Yes, sir; I am quite familiar with them. 

Mr. Reppan. I would like to direct your attention to Embass 
Policy Notice 77, dated April 18, 1957, which is in the record, together 
with a memorandum which was prepared by Ambassador Parsons 
shortly thereafter, and referring to the policy notice and, in effect, 
modifying that policy notice. 

Do you have aa Siime you, sir? 

Mr. Hicpon. I have Embassy Policy Notice 77 and Embassy Policy 
Notice 5. Is that the one you are reading from ? 

Mr. Reppan. No, sir; these were submitted to us by the State De- 
partment. 

I will hand you the Thermofax copy of the memorandum which was 
supplied to us by the State Department. You will note it is undated. 
However, it appears in the Embassy file records as the first transac. 
tion in the records and refers to the sale of personal property by Mr. 
Blancke. The approval of the sale of the personal property was given 
by Ambassador Parsons on April 23 or 24. So the memorandum of 
1957, the memorandum which I have given you and which refers to 
the policy notice No. 77, and which refers also to Mr. Blancke’s dis- 
position or sale of personal property, leads me to the conclusion it 
was between those two dates that Ambassador Parsons issued them. 

Mr. Hiepon. Yes. 

Mr. Reppan, Has that memorandum since been incorporated into 
an Lmbassy policy notice ? 

Mr. Hiepon. I understand that it has. I might call the attention 
of the committee to the fact that the Embassy Policy Notice No. 77 
and Embassy Notice 5, which amended notice 77, are both classified 
documents and they have been inserted in the record. I don’t know 
whether clearance has been obtained from the Department. 

Mr. Reppan. What classification are they ? 

Mr. Hiepon. Confidential. 

Mr. Harpy. Where is that indicated on the document we have? 

Mr. Bray. We have been discussing the same subject matter, so the 
subject matter is not classified, although some direct quotations on cer- 
tain matters might be. Is that correct? 

Mr. Higpon. It is classified because it relates to a classified matter, 
and it is in itself classified to an extent. That was the purpose in 
classifying it. The document that precedes this one 

Mr. Bray. Aren’t you referring to a matter other than the type of 
matter we are talking about—class 1 or 2% 

Mr, Hicpon. I am referring to the exact question we have been dis- 
cussing—conversion and acquisition. 

Mr. Harpy. I am afraid if the question of conversion is classified we 
should have been advised earlier during the course of the hearings. 

Mr. Bray. We were advised acquisition was classified. ‘That was 
not what we are discussing here. 

Mr. Harpy. I tried to explain earlier today that the question of ac- 
quisition is not a matter with which we are concerned in this particular 
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subject. It is the question of conversion. If that is classified I think 
we should have an explanation right now. 

Mr. Hievon. I shall be glad to explain the background of how this 
became classified. I think I should do it in executive session. 

Mr. Harpy. I am concerned now as to whether or not the matter of 
conversion at the 35 to 1 rate is classified. 

Mr. Hiepon. It is. 

Mr. Harpy. Well, it has been testified to time and again by various 
witnesses who have been before the committee. 

Mr. Hiepon. That is very possible, sir. I have not seen the record 
and I don’t know. But it was considered classified at the time it was 
issued, and it was so considered at the post. 

Mr, Harpy. There has been testimony in open session and I believe 
there has been testimony from Department of Defense, State Depart- 
ment and ICA witnesses with respect to the 35 to 1. 

Mr. Bray. In fact, there is no classification on Ambassador Parson’s 
memorandum that came out 5 days after the notice. 

Mr. Hicpon. Aren’t you discussing Embassy Notice 77? Isn’t that 
marked confidential ? 

Mr. Reppan. Yes. 

Mr. Bray. I beg your pardon. I have an official copy of Embassy 
Policy Notice 77, mimeographed and signed by Charles E,. Higdon— 
Imsorry. This is 73. 73 is unclassified. 

Mr. Hiepon. That is correct. 

Mr. Mraver. Let me see if I get this. Do you mean the official 
rate of exchange of 35 kip to the dollar, that that rate was classified ? 

Mr. Hiepon. Well, it was classified because it related to, in the 
total framework of how currency was converted to dollars. Yes. 

Mr. Meaper. Well, it has been published in every paper. 

Mr. pEPauw. Lam afraid so. 

Mr. Mraper. And it was testified to here by everybody. 

Mr. Hicpon. The official rate of 35 to 1 is not classified, obviously. 

Mr. Meaper. What is classified ? 

(Discussion off the record.) 

Mr. Meaver. Oh. The rate itself was not classified. 

Mr. Hiepon. No. 

Mr. Harpy. But the official exchange rate, would that not be the 
normal rate at which they would reconvert kip ? 

Mr. Hiepon. The rate is not classified, Mr. Chairman. It is public 
information. 

(Discussion off the record.) 

Mr. Harpy. The document has been ordered inserted in the rec- 
ord. We will order the document withdrawn from the record and 
we will have what is necessary inserted, and we will get on to the 
question of conversion. 

Mr. Hiepon. All right, sir. 

Mr. Harpy. Insofar as the documents are concerned, the only thing 
We are concerned with having in the record is the part that relates to 
conversion, and we will ask that the appropriate portions of them 
be declassified so that they can be included. 

Mr. Hiepon. All right, sir. 
Mr. Harpy. Now go ahead. I don’t know where we are now. 
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Mr. Reppan. I wanted to direct your attention to Embassy Policy 
Notice 77, particularly that on page 2, which is section (c), sub. 
section (1), called liquidation. 

Mr. Htepon. Limitation, you mean. 

Mr. Reppan. Limitation. As I understand it, that, standing by 
itself, is not a classified matter. Is that right ? 

Mr. Hiepon. Standing by itself I would not consider that, no, 
The fact that it is used, that the Embassy is using that and it re. 
lates to the other matter we discussed. I will be glad to discuss and 
explain the background of this in executive session. 

Mr. Harpy. I am not interested in the background of it, but right 
now I am interested in trying to establish what was meant under 
these regulations. I don’t understand why we should be hedgin 
around on a lot of technicalities of classification to establish what 
Mr. dePaul had the right to convert and what the Embassy policy 
was with respect to that. If that is secret, it’s about time the public 
was finding out what the State Department is classifying. 

Mr. Hicpon. I will be glad to speak to that to the extent I possibly 
can. 

Mr. Harpy. That is what we want. 

Mr. Hiepon. I will be glad to reply to any questions counsel wishes 
to pose to me. 

Mr. Harpy. We are interested in what the policy was with respect 
to permitting conversion at the official rate. 

Mr. Hiepon. The policy is clearly stated in policy notice 77. 

Mr. Harpy. Apparently it is not, according to Mr. dePaul. You 
heard his testimony, did you not ? 

Mr. Hiepon. I heard part of it, Mr.Chairman. Yes, sir. 

Mr. Reppan. What is the limitation of conversion as set forth in 
Embassy policy notice 77 ? 

Mr. Hienon. The limitation of conversion was to the extent of U.S. 
dollar price paid by the employee; or, in the case of used property, 
the estimated U.S. dollar value at the time of importation. 

Mr. Harpy. Where do you find that there ? 

Mr. Hieron. Right in the middle of that sentence, Mr. Chairman. 

Mr. Harpy. Is that taken from policy notice 77. That has the 
question of your estimated U.S. dollar value or the price. Is that 
right? Or isittheestimated value? Which? 

Mr. Hiepon. It is the dollar price paid by the employee or the esti- 
mated U.S. dollar value at the time of importation. That is what 77 
prescribes. 

Mr. Harpy. All right. 

Mr. Reppan. Was that particular sentence subsequently changed 
by the Department ? 

Mr. Hiepon. To my knowledge until I left the post on May 21, 1957, 
it had not been changed, or officially changed, at least. However, 
this memo here indicates a change, but not a formalization of a change. 

Mr. Repoan. Can you tell the committee what the rule was at the 
Embassy at the time Mr. dePaul converted his kip to dollars—at the 
time he made his certification to the Embassy, rather, which resulted 
in it? 

Mr. Hiepon. I was not in the Embassy at that time when Mr. 
dePaul 
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Mr. Harpy. It looks like we haven’t the right witness up here, Mr. 
Ieahy. I think he should be able io testify on the basis of docu- 
mentary evidence without having to rely on what memory he has, or 
what transpired while he was in the area. 

Mr. Hicpon. To my knowledge the best I have been able to ascer- 
tain, Embassy policy notice 77 was still in effect at the time Mr. dePaul 
converted his currency on June 30, 1957. 

Mr. Harpy. Are you aware of the document concerning Mr. 
Blancke ? ] 

Mr. Hiapon. This one here? 

Mr. Harpy. Is that classified ? 

Mr. Hiepon. No, it is not classified. It is not marked classified. 

Mr. Reppan. Mr. Higdon, in this memorandum of Mr. Parsons 
which I show you, in the last paragraph it states: 

On the assumption that notice No. 77 will be appropriately amended, I have 
approved conversion of the full proceeds, $1,857.14, rather than discriminate 
against the one seller disposing of property under its present provisions, 

There the Ambassador, as I read this, did not follow the Embassy 

notice in the case of Mr. Blancke; he stated that that particular sen- 

tence in the Embassy policy notice 77 worked hardships on certain 
le. 

Pr. Hiepon. True. 

Mr. Reppan. And therefore he anticipated an amendment and he 
changed the rules with respect to Mr. Blancke. 

Mr. Hicpon. Yes. He undoubtedly did, but it was never formalized 
inan issuance to all agencies. 

Mr. Bray. Had you read this before today ? 

Mr. Hiapon. I recalled having read this at the time. 

Mr. Bray. It was 5 days after the notice was issued. 

Mr. Hiepon. Yes. 

Mr. Bray. And you were the administrative officer. 

Mr. Hicpon. Yes. 

Mr. Bray. The Ambassador, who was a pretty busy man, took the 
time to try to work it out. Didn’t he bring it to your attention ? 

Mr. Hiepon. Mr. Blancke discussed it himself and it was signed by 
the Ambassador, and he brought it to my attention. 

Mr. Bray. What steps did you take? 

Mr. Hiapon. I don’t recall. Maybe it was amended prior to my 
departure. 

Mr. Bray. Did you follow the policy—— 

Mr. Hicpon. Due to pressure of other business. That was the only 
case that came up prior to my departure which would involve this 
particular issue. 

Mr. Bray. How about your own case? 

Mr. Hicpon. My own case did not involve this point. 

Mr, Reppin. The Ambassador is the one who has the duty to issue 
these regulations. 

Mr. Hicpon. Yes. He has the duty to issue regulations. He pro- 
mulgates them. 

Mr. Reppan. When he states here that, “The sole limitation should 
be the kip price received, provided it does not exceed the dollar 
price paid,” isn’t that in effect tantamount to an amendment of the 
regulation ? 
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Mr. Hiepon. It is true. 

Mr. Harpy. So that had the effect of amending the regulati 
although it was never issued as an amendment to the regulation? 

Mr. Hicpon. It was subsequently issued, but not prior to the time 
Mr. de Paul 

Mr. Bray. Is this No. 5 you are talking about? 

Mr. Hiepon. September 3, 1957. 

Mr. Harpy. But Mr. dePaul’s transaction occurred very shortly 
after this particular memorandum written by the Ambassador. Isn't 
that correct ? 

Mr. Hiepon. That is correct. 

Mr. Harpy. Would it or would it not have been applicable? 

Mr. Hicepon. I would have thought it would have been applicable 
at the time Mr. dePaul sold his, since it is tantamount to a change 
in the regulations, although it had not been formalized or published, 

Mr. Harpy, The Embassy had the responsibility of reviewing and 
approving Mr. de Paul’s request for conversion, didn’t it? 

Mr. Hicpon. May I correct it to state the Personal Property Con. 
trol Board had the responsibility of doing that. 

Mr. Harpy. What do they have to do with the Embassy ? 

Mr. Hicpon. That Board was set up to pass on cases just of this 
type, and it was represented by the Embassy, the USIS, and the 
USOM. 

Mr. Bray. Who represented USOM ? 

Mr. Higpon. I beg your pardon? 

Mr. Bray. Who represented USOM? 

Mr. Hiapon. I forget who did. I believe the administrative of. 
ficer of USOM represented it, although it was originally set up under 
Embassy notice 73, which specified merely a representative of USOM. 

Mr. Harpy. Ultimately the Ambassador had responsibility, didn’t 
he? 

Mr. Hiepon. Yes. It was a subcommittee set up to process and 
screen, 

Mr. Harpy. To help the Ambassador ? 

Mr. Hiepon. Yes, to help the Ambassador so they would screen 
the cases and establish a justified procedure. 

Mr. Harpy. If there were an improper one that came through the 
final responsibility rested with the Ambassador, didn’t it? 

Mr. Hiepon. It did. 

Mr. Reppan. Based on your duties in Laos and your knowledge of 
the regulations, could you tell this committee, or express an opinion 
to this committee as to what the basis should be for certification for 
the purposes of conversion ? 

Mr. Harpy. I don’t think we want that. I don’t want anybody’s 
opinion. 

Mr. Reppan. That is the 

Mr. Harpy. I know, but they sent a regulation here from the Am- 
bassador and then we had an amendment to the regulation which we 
are told was not actually formalized, but was in effect. 

Mr. Bray. Did you participate in writing this regulation ? 

Mr. Hiepon. I wrote all of these other regulations personally. 

Mr. Bray. What do you think that sentence or phrase means about 
used property? The phrase you read a while ago about the value 
of used property when you sell it. 


Ons, 











be 2 year 
is the rea 
of impor 
In all ot 
New Yor. 
Mr. Br 
Mr. Hi 
not know 
in, we WC 
imported 
fr. Br 
hrase W 
taking it 
Mr. Hi 
Mr. Br 
car just b 
Mr. Hi 
Mr. Br 
Mr. Hi 
Mr. Br 
Mr. Ri 
should h: 
of obtain 
value or t 
Mr. Hi 
was In e 
aware of 
in granti 
Mr. Rt 
Mr. 1 
Mr. H 
knew abc 
Mr. H 
trol Boa 
Personal 
Mr. H 
about: it 
Mr. H 
Mr. H 
Ambassa 
Mr. H 
Mr. H. 
Mr. pt 
sure I d 
Mr. B 
own pers 
Mr. pi 
cussed t! 
doubt. 





—- Oo oe 


| 


UNITED STATES AID OPERATIONS IN LAOS 965 


Mr. Hicpon. It is used at the time of importation. 

Mr. Bray. You mean if you and I went over together and I bought 
anew car in San Francisco, and you bought a used one, you would 
use different standards of value. Is that correct? 

Mr. Hiepon. That is correct. In a case of used property it might 
be 2 years old at the time it was brought into the country, and that 
is the reason why this was put in there, to assess the value at the time 
of importation, since you may not have had the actual dollar cost. 
In all other cases we were going on the basis of invoice price f.a.s. 
New York, for example, or company of manufacture. 

Mr. Bray. This is for new cars you are talking about? 

Mr. Hiepon. Yes, for new cars. And for used cars the idea was, 
not knowing what the age of a vehicle was at the time it was brought 
in, we would endeavor to assess a value on that car at the time it was 
imported. 

Mr. Bray. Let me ask you this question. I want to know if this 
phrase would apply. One, I might have bought a car in 1955 and am 
taking it with me in 1957. Do I fall under it? 

Mr. Hiepon. Yes. A used car you are taking. 

Mr. Bray. Now I buy a used car which is new to me. I buy a used 
car just before I go. 

Mr. Hiepon. | consider that a used car. 

Mr. Bray. That is a used car? 

Mr. Hiepon. Yes. 

Mr. Bray. Thank you. 

Mr. Reppan. Can you tell the committee which basis Mr. dePaul 
should have used in connection with his certification for the purpose 
of obtaining conversion of kip to dollars? Should he have used the 
value or the cost ? 

Mr. Hiepon. Well, based upon the Embassy Public Notice 77, which 
was in effect at that time, I do not know whether Mr. dePaul was 
aware of the other change that had been made by the Ambassador 
in granting an exception to this to Mr. Blancke. 

Mr. Reppan. May I point out 

Mr. Higdon. But I think he would have normally used No. 77. 

Mr. Harpy. That is a strange sort of a thing. The Ambassador 
knew about Mr. dePaul. 

Mr. Hicpon. At the time he applied to the Personal Property Con- 
trol Board for permission to sell and convert it was the duty of the 
Personal Property Control Board to inform him of such changes. 

Mr. Harpy. And it was the duty also of the Ambassador to know 
about it too, wasn’t it? The Ambassador knew about it, didn’t he? 

Mr. Hicpon. Yes. 

Mr. Harpy. Mr. dePaul personally discussed this matter with the 
Ambassador and the propriety of it. 

Mr. Hiepon. I don’t know whether he did or not. 

Mr. Harpy. Didn’t we have testimony to that effect ? 

Mr. pePaut. I believe I discussed it with the Embassy. I am not 
sure I discussed it with the Ambassador personally. 

Mr. Bray. Mr. Kelly’s memorandum refers to the Ambassador’s 
own personal knowledge. 

Mr. pEPaut. Personal knowledge I am sure of, but whether I dis- 
cussed the questions we are discussing, sir, with the Ambassador, I 


doubt. 
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Mr. Harpy. In any event, if he should have relied on 77 he didn't 
have any business overstating the value of his hi-fi set. If he should 
have relied on this memorandum about the Blancke sale which you saiq 
was, in effect, a modification of 77, then he overstated the value of 
his car. So whichever way you go, he shouldn’t use both of them 

Mr. Bray. Let me be sure I get it straight. Referring to Policy 
Notice 77, there are certain phrases applicable. 

Mr. Hiepon. True. 

Mr. Bray. Would you read the phrase you think properly applied 
to Mr. dePaul’s automobile sale? 

Mr. Hiepon. From this notice itself? 

Mr. Bray. From 77. Which phrase would apply ? 

Mr. Hiepon (reading) : 

In the case of used property, to the estimated U.S. dollar value at the time 
of importation. 

Mr. Bray. Now on the record player, Mr. dePaul, was that used 
property at the time you exported it from the United States? 

Mr. pePaut. It had been used by me. It had been purchased new, 
but not for this purpose previously. However, there is another value 
here which would include new records not listed, but they were 
sold 

Mr. Harpy. They were not listed ? 

Mr. pePaut. It was an oversight. 

Mr. Reppan. Did you have permission to sell those records, Mr, 
dePaul ? 

Mr. pePavt. I believe I had permission to sell a sound system, in- 
cluding all of its parts. : 

Mr. Reppan. Is there anything in that which refers to records? | 
will hand you the document, if you wish. 

Mr. pEPaut. I don’t know. 

Mr. Harpy. Is there anything further? 

Mr. Bray. Mr. dePaul, prior to selling your automobile and rec- 
ord player and so on, what steps did you take to advertise them for 
sale within the American community ? 

Mr. pePavt. The steps which were prescribed by the regulations, 
as I understood them, namely, two: Offer of sale of both items was 
published—— 

Mr. Bray. Are you familiar with that provision in the regulations 
requiring that when you come in for kip conversion you must certify, 
among other things, all of the methods of advertising you employed! 

Mr. pePaut. Yes. I recall that. 

Mr. Bray. And you did not certify that? 

Mr. pEPaut. I believe I complied. 

Mr. Bray. But you did not make any statement as you were sup- 
posed to make? 

Mr. pePavt. I don’t recall. 

Mr. Bray. Did you make—— 

Mr. pePavw. But I recall I advertised in two forms in the news- 
paper called the Laos Press. 

Mr. Bray. Is that an English-language newspaper ? 

Mr. pePavt. French language, but it carries English items as well. 
I believe I advertised in the English language. 
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Mr. Bray. But in fact you were not, on your letter requesting con- 

version, complying with the regulation by citing the steps you would 
ef 
=. pEPauu. Iam not aware of that. 

Mr. Bray. As to that 

Mr. DEPAUL. But I may have afforded a copy of the advertisement. 

Mr. Bray. This 1s another oversight on your part. Another one of 

our inadvertent oversights that characterize the transactions. 

Mr. p—EPaut. I would not be prepared to call it an oversight. 

Mr. Bray. It is not an oversight ¢ . 

Mr. peEPavu.. I complied with the regulations and I am sure I had 
evidence that the items were advertised, and everybody knew it, and 
[received comment on it. I cannot state what documents I presented 
in what form. 

Mr. Bray. Did you advertise the price? 

Mr. peEPavut. I don’t recall. 

Mr. Bray. The regulation requires you to advertise for a reasonable 
time at a fair price. 

Mr. Harpy. Is there anything further? 

Let the subcommittee stand adjourned subject to the call of the 
Chair. 

(Whereupon, at 4:50 p.m., the subcommittee adjourned subject to 
the call of the Chair.) 
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APPENDIX I-1 
JUNE 29, 1959. 
Hon. JAMES W. RIDDLEBERGER, 
pirector, International Cooperation Administration, 
Washington, D.C. 

Deak Mr. RIDDLEBERGER: Enclosed for your final approval, from the stand- 
point of security classification, are the galleys for the first 8 days of subcommit- 
tee hearings which led to our recent report, “U.S. Aid Operations in Laos.” 

As further galleys are received from the printer, we will forward them to you 
for review. When all galleys have been reviewed, we would like to receive a 
letter from you stating that there is no security objection to publication. 

The galleys presently enclosed should be returned to the subcommittee office, 
215 George Washington Inn, no later than close of business July 6, 1959. 

Sincerely yours, 
PorTER HArpy, Jr., Chairman. 


APPENDIx [-2 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., July 22, 1959. 
Hon. PorteR Harpy, Jr., 
Chairman, Foreign Operations and Monetary Affairs Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D.C. 

Deak Mr. CHAIRMAN: This is to advise you, in response to the request in your 
letter to me of June 29, 1959, that this agency has no security objection to publi- 
cation of the transcript of hearings as shown in the galley proofs submitted to 
us for review, which have been amended by your staff in agreement with pro- 
posals made by officials of this agency. 

With every good wish, 

Sincerely yours, 
JAMES W. RIDDLEBERGER. 





APPENDIX I-3 
JUNE 29, 1959. 
Hon. CHRISTIAN A. HERTER, 
Secretary of State, 
Washington, D.C. 

Dear Mr. SECRETARY: Enclosed for your final approval, from the standpoint of 
security classification, are the galleys for the first 8 days of subcommittee hear- 
ing which led to our recent report, “U.S. Aid Operations in Laos.” 

As further galleys are received from the printer, we will forward them to you 
for review. When all galleys have been reviewed, we would like to receive a 
letter from you stating that there is no security objection to publication. 

The galleys presently enclosed should be returned to the subcommittee office, 
215 George Washington Inn, no later than close of business July 6, 1959. 

Sincerely yours, 
PorTEeR Harpy, Jr., Chairman. 
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APPENDIX I-4 


Furthe! 
ASSISTANT SECRETARY OF Srare, program 
Washington, July 22, 1959 On 
Hon. Porrer Harpy, Jr., 5 proced 


Chairman, Subcommittee on Foreign Operations and Monetary Affairs, Com. | of approx 


mittee on Government Operations, House of Representatives. mane 
Dear Mr. Harpy: In response to your letter of June 29, 1959, to the Secretary | ye secot 
of State, the appropriate officers of the Department have reviewed the various fice. T 
galley proofs of your subcommittee hearings which led to your recent report | Director 
“U.S. Aid Operations in Laos” and have discussed certain minor deletions with was a P! 
members of the subcommittee staff. Apart from these deletions which | under- trade 0 
stand have been satisfactorily arranged, the Department has no security objection serving a 
to publication of the hearings. 
Sincerely yours, Recomme 
WILLIAM B. MAcomerr, Jr., That a 
Assistant Secretary, | with pre 
there WO’ 
cS with one 
APPENDIX I-5 division, 
JUNE 29, 1959, | he es 
Hon. Nett H. McExroy, from the 
Secretary of Defense, the need 
Washington, D.C. allow th 
DEAR MR. SecRETARY: Enclosed for your final approval, from the standpoint pudgetar 
of security classification, are the galleys for the first 8 days of subcommittee (2) M 
hearings which led to our recent report, “U.S. Aid Operations in Laos.” this were 
As further galleys are received from the printer, we will forward them to you (a) T 
for review. When all galleys have been reviewed, we would like to receive a their nee 
letter from you stating that there is no security objection to publication, (b) I 
The galleys presently enclosed should be returned to the subcommittee office, lack of p 
215 George Washington Inn, no later than close of business July 6, 1959. (c) F 
Sincerely yours, (d) L 
PorTer Harpy, Jr., Chairman, light, re 
stuffs. 
APPENDIX I-6 a 
ASSISTANT SECRETARY OF DEFENSE, | regard | 
INTERNATIONAL SECURITY AFFAIRS, (f) 7 
Washington, D.C., July 20, 1959. | Recomn 
Hon. Porter Harpy, Jr., We re 
Chairman, Foreign Operations and Monetary Affairs Subcommittee, Committee (a) I 
on Government Operations, House of Representatives. range b 
Dear Mr. Harpy: With reference to your letter of June 29 and subsequent facilitie 
memorandums from your chief counsel, Mr. Reddan, I am happy to convey to also be | 
you that the Department of Defense has no security objection to the publication | (by A 
of the material contained in the galley proofs of your subcommittee hearings on | third-co 
U.S. aid operations in Laos. (ec) ] 
Sincerely yours, | staff ar 
CHARLES H. SHUFF, in the a 
Deputy Assistant Secretary. | (d)) 
(e) ] 
statem« 
AppENpDIx II—Bxcerpts From Srecitant Stupy Report on Laos (Sessions Report) (f) 
(C) USOM ORGANIZATION a 
The principal organizational weakness in USOM is its lack of adequate direc- to FSS 
tion. Even if all the technicians and all the commodities contemplated in this for top 
program should be available, without firm direction and sympathetic interest (h) 
from the Mission Director, the program will flounder. The staff is estranged lowing 
from USOM leadership and feels a lack of adequate policy direction and (i) © 
guidance. air flig 
The lack of planning and foresight in housing has almost destroyed the effec- places 
tiveness of the entire country team. (i) 
becaus 
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Furthermore, the concept of a “small mission” meant that a $50 million aid 

rogram was being administered with a minimum of controls in a society where 

excessive profits and corruption are common practice. Under the cash grant 

ure, a one-man review of import licenses for a commodity import program 

of approximately $25 million this fiscal year was deemed sufficient. USOM still 

has not submitted to Washington a request for necessary staff to cope with this 
problem. é : ; 

A second organizational shortcoming has been the lack of an adequate program 
ofice. The programing function has been undertaken by the USOM Deputy 
Director in addition to his other duties. The staff assisting him in this function 
was a program operations officer with an FSS-10 assistant. The fiscal and 
trade Officer was also perforce involved in programing matters, in addition to 
serving as fiscal and trade adviser to the Lao Government. 


Recommenda tion 


That a program office be established, headed by an experienced program officer 
with previous programing experience in an undeveloped area. Under him, 
there would be a program planning officer and a program operations officer, each 
with one assistant. The procurement staff would also be contained in this 
division, reporting directly to the program officer. 

The establishment of such a separate division would free the Deputy Director 
from the burdens of day-to-day operations (and might conceivably eliminate 
theneed for a separate Deputy Director in this mission). Such a move also would 
allow the fiscal and trade officer to concentrate on his primary job of fiscal, 
pudgetary, and financial planning and advice to the Loatian Government. 

(2) Morale-——We found mission morale at a low ebb. The major reasons for 
this were : 

(a) The staff considered USOM leadership ineffective and unresponsive to 
their needs. 

(b) Inadequate and insufficient housing and the resultant overcrowding and 
lack of privacy. 

(c) Frustration engendered by lack of program progress. 

(d) Lack of essential facilities, e.g., medical care, household equipment, water, 
light, recreation, and a heavy dependence on the restricted local market in food- 
stuffs. (The improvement in the commissary may do much to change this 
situation. ) 

(e) An unrealistic personnel policy in Washington, including the policy in 
regard to the cost-of-living differential, and difficulties in grade classification. 

(f) The enforced isolation in Vientiane, particularly during the rainy season. 
Recommendations 

We recommend the following: 

(a) Development, in cooperation with a U.S. engineering firm, of a long- 
range housing program. which will adequately meet presently known USOM 
facilities for both Americans and third-country nationals. The plan should 
also be projected to cover estimated future housing requirements. 

(b) A realistic assessment of staffing requirements for U.S. personnel and 
third-country nationals. 

(c) Development of a personnel policy which is responsive to the needs of the 
staff and keeps them fully informed on reasons for an action or lack of action 
in the administrative area. 

(d) Immediate appointment of an American physician. 

(e) Frequent review of quarters allowance and post differential. (A separate 
statement on this subject is being submitted to the Department of State.) 

(f) Authority to grant separation allowance in the field to avoid delay and 
financial hardship to employees separated from family at convenience of mission. 

(g) Establishment of Vientiane as a 1-year post for personnel in grades up 
to FSS-9; 18-month post for personnel other than top staff and division chiefs; 
for top staff and division chiefs, a full 2-year tour. 

(h) Effective effort to transfer Vientiane personnel to nonhardship post fol- 
lowing completion of Laos tour. 

(i) More liberal rest and recreation program, such as regularly scheduled 
air flights at Government expense to Bangkok, Hong Kong, and other desirable 
places outside Laos. 

(j) Unofficial use of Government owned vehicles at no expense to employee, 
because of nonavailability of transportation and recreational facilities in Vien- 
tiane and surrounding area. 


41067—59——-63 
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(k) Faster recruiting action to fill administrative and technical positions, 

(3) Supply and requirements.—Vientiane affords a limited market for procure. 
ment of needed equipment and supplies. Bangkok is the principal supply source 
for Laos for both administration and a small part of the program requirements, 
ICA, Washington, approved on September 1, 1955, an arrangement whereby 
USOM, Bangkok, would render logistics support to USOM, Laos, and authorizeq 
additional staff, funded by USOM, Laos, primarily to handle the supply function 
to Vientiane. 

The property management officer arrived December 15, 1955, and the procure. 
ment officer was not on the job until March 16, 1956. 

In addition, warehousing facilities had to be found to house supplies pending 
shipment to Vientiane and procurement procedures had to be established, 
Despite great difficulties of transportation and shipping and lack of personnel, 
USOM, Bangkok, has supplied essential building materials, food, and supplies 
to Laos. 

Furthermore, given the lack of any administrative staff in Vientiane, USOM, 
Bangkok, supplied on TDY the services of their administrative officer while 
their executive officer was frequently called upon by the USOM Director in 
Laos to render management advice and assistance. 

The support arrangement has proven to be administratively workable, but 
there are two basic conditions for its ultimate smooth operation. One is to 
have it adequately staffed with personnel assigned full time to obtain and supply 
goods to Vientiane. Secondly, an administrative staff for USOM, Laos, must 
be provided so that Bangkok need not be called upon to render any other man- 
agement assistance except logistics support. 


Recommendations 


The Laos logistics support staff based in Bangkok should be composed of the 
following staff : 

(a) A procurement officer (now here). 

(b) A supply and warehousing officer (now here). 

(c) Personnel officer (to handle third country national recruitment and help 
make travel arrangements). 

This staff should devote itself full time to procurement, customs clearance, 
and supplying the logistics needs of Laos as a matter of urgent priority. The 
USOM-Thailand executive officer will exercise nominal supervision of the logistics 
support staff on behalf of USOM and Laos. 


PROGRAM EVALUATION OFFICE 


The PEO arrival strained the already inadequate housing facilities and in- 
creased logistics requirements sharply at a time when the USOM administration 
was far below strength. 

Our study team discussed the situation with USOM and the PEO group and 
agreed that PEO should assure its own logistics support. Additional sources of 
supply and transportation could be opened up which could directly benefit PEO 
and the entire official American community, as well as relieving the USOM ad- 
ministrative staff of a considerable burden. 


Recommendation 

That the interested Washington agencies approve the assumption by PEO 
of its own logistics support. 

(4) Housing and office space.—The housing shortage is critical. The growth 
of the mission from 17 employees in December 1955 to 55 employees as of April 
1956, the complete lack of adequate planning and the indifference of the mission 
leaders to living standards plus the construction delays, have aggravated the 
situation. 

The USOM compound is composed of twelve 2-bedroom houses, four of which 
have USOM families. There are eight USOM families either at the post or 
en route who will be assigned the balance of the compound housing when the 
new Embassy housing project is ready for occupancy. Barracks-type temporary 
housing which should be completed in 60 days will house an additional 27 em- 
ployees. In the meantime, Americans are living in tents, servants quarters, or 
are doubling up the existing housing. 

Housing in the USOM compound and in town, with few exceptions, is not 
suitable for American families. Even the Ambassador’s residence is in bad 
shape, with innumerable roof leaks, no screens, etc. 
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The USOM compound is located in poorly drained lowland which is rapidly 
turning into a soggy marsh as the rainy season progresses. Houses, although 
relatively new, were built at a high cost and are of very low quality. They are 
padly designed and poorly built. They are not tight against the elements and 
insect life. They have outdoor kitchens and laundries with kerosene and char- 
coal stoves, no washing machines or hot water. Water must be hand pumped 
several times a day from cisterns that are supplied by shallow wells. The water 
supply is not adequately protected against contamination, with the result that 
dishes are washed in unsanitary water. All drinking water must be boiled 
and filtered. Already these houses require considerable maintenance, and it is 
estimated that they will be unlivable in a few years. 

USOM has no office space as such. It is using four 4-bedroom houses on the 
compound as offices. These facilities are inadequate, and they are physically 
separated by mud and pools of water. Because they were designed for living 
quarters, they are unsuitable as offices. 

As a temporary expedient, this housing and office space must be used because 
there is no other alternative. Drastic action must be taken to limit this interim 
period as much as possible. 


Recommendations 


(a) That a careful reassessment of housing requirements be made by USOM. 

(b) That a U.S. engineering firm based in Bangkok be immediately hired, as 
per TOICA 944, to survey the entire housing situation and recommend necessary 
action to construct adequate housing. After approval of the survey, this firm 
should be hired to design and supervise construction of housing suitable for 
Americans on well-drained land with adequate sanitary water, sewage, and power 
facilities. Facilities should include an office building capable of accommodating 
the entire mission. 

(c) That a waiver be granted USOM/Laos to allow the use of program dollars 
and necessary local currency to construct these facilities. 

(d) That a representative of administrative services, ICA/W be temporarily 
assigned to USOM-Laos to assist in making the necessary contractual arrange- 
ments. 

(e) That the U.S. Ambassador approach the Lao Government and request that 
adequate land (to be approved by the U.S. engineers) be made available for 
USOM living and office space. 

(5) Washington support.—Washington support of the USOM program has 
been reasonably adequate and responsive since the issuance of Mr. Hollister’s 
policy statement which placed Laos and Cambodia backstopping from Washing- 
ton in a priority category. 

The principal ICA/W management shortcomings have been: 

(a) The long delay in filling the key jobs, both technical and administrative. 
The lack of even a partial career system makes recruitment of volunteers for 
posts like Vientiane most difficult. 

(b) A job classification policy which is too narrow and inflexible to meet the 
needs of staffing this hardship post. Examples were cited of qualified personnel 
who refused to accept jobs because of a one-grade increase not being granted. 

(c) Not enough travel into the field by program and management people. 
This is particularly true of the desk officer who visited his area for the first 
time with the study team. 


(d) Laos does not have a full-time desk officer. One officer covers both Cam- 
bodia and Laos with one junior assistant. 


Recommendation 


(a) Travel from the desks to these countries should cover 1 month’s residence 
in the field each year. Travel from the management area should also be en- 
couraged for many of the management problems in the field could be viewed 
from the necessary perspective only if firsthand knowledge of conditions is 
gained. 

(b) The Cambodia, Laos, Vietnam Division in ICA/W should be reorganized. 
The Division should be headed by a Chief with a Deputy who is also the prin- 
cipal Vietnam officer. Cambodia and Laos should each have one principal desk 
officer and two professional assistants. 
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(c) Classification policy for Laos and Cambodia should be reviewed to allow 
for a resolution of doubt in favor of getting people on the ground even at the 
expense of one or two grades beyond what would be warranted at other pogts 

(d) That Washington send out a team once each year to all missions to 
review problems, check progress, and help expedite staffing requirements, ete. 

(e) That the policy directive on Laos and Cambodia of November 17, 1955 
giving priority to processing of program and action documents for these two 
countries be extended through calendar year 1956 and a review be made at the 
end of 1956 to determine if such priority should be continued. 


ApprenpDix I11—CorresPponpvENCE RELATING TO SUBCOMMITTER’s 
REQUEST FOR Reports or ICA’s Orrice or EvaLvuation 


APPENDIx III-1 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
FOREIGN OPERATIONS AND MONETARY AFFAIRS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C., February 26, 1959. 

Mr. LEONARD J. SACcctIo, 
Acting Director, International Cooperation Administration, 
Washington, D.C. 


Dear MR. Saccio: For use in connection with a study now being made by my 
subcommittee, I would appreciate receiving from you, at your earliest con- 
venience, the following information and documents relating to the activities of 
the Office of Evaluation: 

1. A brief statement of the functions and objectives of this office and the 
procedures followed in the discharge of its assigned duties. 

2. The total annual cost of operation of the office for fiscal years 1957, 1958, 
and 1959, with a breakdown as to major line items, including per diem and 
travel expense. 

3. Roster of personnel, with brief biographical sketch of each, position descrip. 
tion, and salary. 

4. List of all inspection trips made during fiscal years 1957, 1958, and 1959, 
setting forth, with respect to each, the itinerary, time schedule, costs, and per- 
sonnel making trip. 

5. Copies of all reports, memorandums, and other evaluation documents, both 
interim and final, prepared by the office. 

6. A brief statement as to action taken by ICA as a result of or in compli- 
ance with each recommendation in evaluation reports referred to in paragraph 
5 above. 

Sincerely yours, 
PorTER Harpy, Jr., Chairman. 


APPENDIx III-2 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., April 2, 1959. 
Hon. Porter Harpy, Jr., 
Chairman, Foreign Operations and Monetary Affairs Subcommittee, Commit- 
tee on Government Operations, House Office Building, Washington, D.C. 


DeaR Mr. Harpy: I am happy to reply to your letter of February 26, 1959,. 
in which you request certain information and documents relating to the Office 
of Assistant to the Director for Evaluation of this agency. Your letter listed 
six specific areas of requested information, and in this letter I shall discuss the 
first, fifth, and sixth of these. With respect to the second, third, and fourth 
subjects of your inquiry, I am forwarding to you the requested information 
as attachments B, C, and D to this letter. 

The Office of the Assistant to the Director for Evaluation was established 
to direct the evaluation of ICA country programs and USOM operations by 
evaluation teams. The function of the teams has been to appraise the content, 
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direction, and effectiveness of the country program and to ascertain the extent 
to which it is in balance, meets U.S. foreign policy objectives, and provides an 
effective means for accomplishing joint U.S. and cooperating country objectives. 
Teams have been sent to the following countries: India, Iran, Afghanistan, Pak- 
jstan, Ethiopia, Liberia, Greece, Libya, Lebanon, Spain, Korea, Taiwan, the 
Philippines, Thailand, Laos, and Peru. Teams have generally consisted of one 
ICA official who has previously served as a mission director, one senior Foreign 
Service officer detailed to this agency by the Department of State, and a junior 
officer aS a staff assistant. ICA and State officers have been assigned to the 
Praluation Office for various periods from 6 months to 2 years. 

In preparing for a field study each evaluation team has spent from 3 to 6 
weeks in preparatory work in Washington, followed by approximately 2 months 
jn the country working with representatives of the USOM and the Embassy 
and interviewing foreign nationals and foreign government officials. Upon the 
return of a team from the field, it customarily has spent about 2 months pre- 
paring a report. The report is circulated among a restricted number of key 
officials and carefully reviewed for the purpose of ascertaining appropriate 
actions which may be taken to meet problems described in the report. These 
evaluation reports have increasingly been concerned with program policy prob- 
lems and major issues needing consideration rather than with specific judg- 
ments on projects. The value of the work of the Office of the Assistant to the 
Director for Evaluation has not been exclusively related to the report but like- 
wise flows from the presence of a team in a country and the resulting discus- 
sions which take place. By the same token the conversations of the team in 
Washington prior to the preparation of its reports have had the same impor- 
tance. 

The evaluation reports are, and have always been regarded as, reports to the 
Director of this agency and do not have any standing as an expression of agency 
yiews. They represent the personal observations, opinions, and recommenda- 
tions of the evaluation officers. They are made available on a very limited 
pasis within the executive branch and have not been authorized for distribu- 
tion elsewhere. The reasons for restricting the disclosure and distribution of 
the evaluation reports have been set forth in a letter dated August 30, 1957, 
fom Mr. John B. Hollister, then Director of this agency, to the Comptroller 
General of the United States, a copy of which is enclosed herein as attach- 
ment A. Mr. Hollister pointed out that, as a former Congressman, it was his 
frm policy to keep the Congress and the General Accounting Office fully in- 
formed. With respect to the Comptroller General's request for examination of 
the evaluation reports, however, Mr. Hollister said: 

“I believe that it is in the public interest to keep the distribution of these 
reports limited to certain specific officers within the executive branch. They 
are reports to me from personnel in my immediate office. They contain confi- 
dential opinions and tentative recommendations on a wide variety of matters 
affecting foreign policy. They are in no way definitive or final statements or 
decisions of this agency or the U.S. Government. 

” * * * * a * 

“* * * this is one of those few rare cases where I believe I should exercise 
the executive privilege of withholding a report. I believe it is essential to do 
so in order to assure myself that I will obtain the type of report necessary to 
guide me in carrying out my responsibility to the President and to the Secre- 
tary of State in formulating basic policy for ICA. The Department of State 
fully concurs with this decision.” 

This position was reaffirmed by Mr. Hollister’s successor, Mr. James H. Smith, 
Jr, in his letter of April 25, 1958, to the Comptroller General, a copy of which is 
enclosed herewith as attachment AA. 

I have ziven careful consideration to your request for copies of the evalu- 
ation reports and relevant memorandums prepared by the Office of the Assistant 
to the Director for Evaluation and have made 


( 


a fresh review of the agency’s 
position with respect to restricting the disclosure of these documents on the 
grounds of executive privilege. This review reaffirms my conviction that the 
igency’s position in this matter is proper and essential for all the reasons out- 
lined in the letters of Mr. Hollister and Mr. Smith referred to above. I feel 
obliged, therefore, to decline the request set forth in your letter respecting this 
matter. The Department of State concurs in this action. 
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I trust you will appreciate the necessity for this decision, and especially go 
since the evaluation reports represent a rare exception to the general policy 
of this agency to make its records available to the subcommittee. In view of 
our strong conviction that compliance with your request would prejudice oy 
ability to improve the effectiveness of our program, an objective in which I am 
certain you join with us, I would be glad to discuss this matter further with 
you personally if you desire. 

Sincerely yours, 
L. J. Saccio, Acting Director. 





ATTACHMENT A 
Avcust 30, 1957, 
The COMPTROLLER GENERAL OF THE UNITED STATES. 

DeaR Mr. CAMPBELL: I have your letter of August 15, 1957, requesting that 
the reports prepared by our Assistant to the Director for Evaluation be made 
available to General Accounting Office personnel. 

My decision that it is necessary to restrict distribution of the evaluation 
reports came before any of them were prepared and long before your request, 
I felt that I could not get the type of forthright study and candid comment on 
the validity and effectiveness of our aid program, both military and economic, 
as an instrument of our foreign policy absolutely necessary to the head of this 
agency without making this decision in advance and adhering to it. 

Your letter indicates that your request perhaps is based on a misconception 
of the nature of the reports. You refer to “earlier evaluation reports” supple 
mentary to internal audit reports. The latter we make available to the GAO 
as a matter of course. The reports now in question are of a different nature 
and for a different purpose and are not intended to be supplementary to the 
internal audit reports. 

The evaluation reports cover basic overall ICA program objectives and content 
and seek to answer the fundamental question, “Do ICA programs effectively 
carry out U.S. foreign policy objectives in the particular country?” They do not 
directly concern financial operations and transactions. We have provided sepa- 
rate and distinct mechanisms and procedures for this latter purpose and such 
reports are available to you. 

It is my belief that the statutory provisions you cite are not directed at reports 
which essentially concern foreign policy and the basic means of implementing 
it, but relate rather to materials concerning financial transactions and business 
methods. As stated in title 31, United States Code, section 65(d), the General 
Accounting Office, as an agent of Congress, is entitled to information ‘“* * * dj- 
rected at determining the extent to which accounting and related financial 
reporting fulfill the purposes specified, financial transactions have been con- 
summated in accordance with laws, regulations, or other legal requirements, and 
adequate internal financial control over operations is exercised, and afford an 
effective basis for the settlement of accounts of accountable officers.” I do not 
believe that the evaluation reports fall within the reach of this provision. 

You have recently indicated your agreement with this view in testimony con- 
cerning the ICA program in Korea before the House Foreign Affairs Committee 
(hearings before the House Foreign Affairs Committee on the Executive Branch 
Proposed Draft Bill to Amend the Mutual Security Act of 1954, pt. VI, p. 1144): 

“We would stress the point that our examination was directed to a critical 
analysis of the financial management of selected segments of the program. 

“Since the objectives of the program are predominantly military and political 
in character, it is not within our province to evaluate the accomplishments of 
the program in terms of these objectives.” 

There are repeated statements to this effect from you and other representatives 
of the General Accounting Office at other points in these hearings. See, for ex- 
ample, pages 16, 17, 20, 109, 1159, 1162. 

I believe that it is in the public interest to keep the distribution of these re- 
ports limited to certain specific officers within the executive branch. They are 
reports to me from personnel in my immediate office. They contain confidential 
opinions and tentative recommendations on a wide variety of matters affecting 
foreign policy. They are in no way definitive or final statements or decisions of 
this agency or the U.S. Government. 
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That the Congress itself recognized the sensitive nature of mutual security 
operations and the undesirability of a mandatory requirement to turn over all 
documents of every nature to that body was indicated during the debates on the 
Mutual Security Act of 1956, when a provision making such requirement was 
debated and defeated by a substantial margin (see debates on the Hardy amend- 
ment, vol. 102, pt. 7, Congressional Record, 84th Cong., 2d sess., pp. 9906-9910, 
June 8, 1956). ; 

| think you know that during my term as Director of ICA, and, indeed, from 
the viewpoint of a former Member of Congress, it has been my firm policy to 
keep the Congress and General Accounting Office fully informed, and that I have 
given access to your office to all of our operating files for your immediate use in 
the course of GAO audits. 

However, this is one of those few rare cases where I believe I should exercise 
the executive privilege of withholding a report. I believe it is essential to do SO 
in order to assure myself that I will obtain the type of report necessary to guide 
mein carrying out my responsibility to the President and to the Secretary of State 
in formulating basic policy for ICA. The Department of State fully concurs 
with this decision. 

Yours very sincerely, 
JOHN B. HOLLISTER. 


APRIL 25, 1958. 
THe COMPTROLLER GENERAL OF THE UNITED STATEs. 

Deak Mr. CAMPBELL: Mr. John Murphy, the Controller of ICA, has brought 
to my attention the draft GAO report on Taiwan in which the authors twice 
(pp. 4b and 4c, and 46, 47) present arguments as to why GAO should be permitted 
tohave access to ICA evaluation reports. 

I have reviewed the letter on this subject which you wrote to my predecessor, 
Mr. Hollister, on August 15, 1957, and his reply to you dated August 30, 1957. 
Ihave reached the same conclusion he did—that these personal and confidential 
reports to the Director of ICA should be made available only to a restricted 
few in the executive branch. The facts and information they contain which 
would be relevant to your examination are already available to you in our 
files and audit reports, to which your staff is given full access. What they 
contain, in addition, consists of the personal opinions, observations, reactions, 
recommendations, and conclusions of the two men who write the reports. This 
latter material is intended to stimulate thought and to suggest new ideas and 
ways of attacking some of our difficult problems. As such it has no standing 
except as the opinions of the two evaluation officers, and, in fact, many of the 
recommendations are rejected during the process of the careful review through 
which the reports are put. We could not properly ask these officers to express 
their personal views with such complete candor as we do if they were not 
assured that their reports would be held most closely and not be available 
outside the small circle of people in the executive branch who need to have 
access to them. Thus, if there were any likelihood that this protection would 
be withdrawn, we feel that the character of this work would change substantially 
and that we would defeat the basic objective of these studies. This would be 
truly unfortunate, since they are making it possible for us to improve our 
operations in important respects and are valuable in stimulating thought and 
action and in overcoming the tendency, always present in a large organization, 
to keep on doing things in the same old way because it is easier to do so than to 
make the effort to change. 

In view of these considerations, I could not follow any other course than 
that of refusing, on the ground that they are privileged documents, to make 
the evaluation reports available to your office. I hope you will agree with me, 
therefore, that it would serve no useful purpose but, on the contrary, would only 
stir up a fruitless controversy between the legislative and executive branches 
of the Government, to include the material to which I have referred in your 
Tteport to the Congress. 

Iam eager to make clear to you why it would be harmful to the effectiveness 
of our program to make these reports available to your office, and would be 
glad to discuss the matter further with you personally. 

Sincerely yours, 


J. H. Smurn, Jr. 
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ATTACHMENT B 


Annual cost, by fiscal years 
Fiscal year 1957: 























BAIOTIOG wn een ne open eneqawpennaneamasqranesesepenennpomap * $116, 215 
OE CE BOE CIC neice cctin cme tiprewere evimamensemninapemnimnnsntsiapetan * 70, 155 
———— 
DOB print p ee nnn een neperenneenenseeesesenremenns 186, 370 
—_— 

Fiscal year 1958 : 
OTIS cerry rtemcercey een imeneeapenenguenrnvey ems anpyapcomnenarenepenenenenmangnananceenenementianas * 163, 130 
(Preyer ANG Per WIG. on6 coe ca eneoneancanses aus eee bene * 70, 329 
Total__---------------------------------------------------- 283, 459 

Fiscal year 1959: 
ROR cassis ae pnctepreirontonclipieniipnapes teria tiainiciaasapenepenapoanemaveoicneanaies it simnty ** 166, 395 
PRG RENE DOE CUE a Sc edna to eee * 43, 000 
BN a eicnipn ein mtiecnisbecenssin tetieenninsiticianiittitncsentiia a ateninahtdaeieiaiat 209, 395 

Total cost for 3 fiscal years: 

Bee! FORT 1007 on deatace ecmietd ancien mech nie 186, 370 
IN NT I a ca a a ce 233, 459 
eT TN i iis Bones ech dito tnsingea eget bee 209, 395 
NI FN asa vienncanannslahnipsintna inane apebitalbibagiatiineptainigianierinmeiacits 629, 224 


1 Annual salaries prorated by fiscal years. 

2 Obligations. 

3 Estimated for period Feb. 28—June 80, 1959. 
¢ Estimated. 


ATTACHMENT C 
ROSTER OF PERSONNEL 
WASHINGTON STAFF 


C. Tyler Wood—Assistant to the Director for Evaluation—b. 1900, A.B., Hon. 
LL.D., $19,000, Level 1. 1927-1942 senior partner, Gilbert Elliott & Co., N.Y.; 
1942 Staff Adviser, U.S. War Production Board ; 1942-1945 Colonel, U.S. Army; 
1945-1948 Dept. of State as Deputy to the Asst. Sec’y for Economic Affairs and 
alternate U.S. Representative, UNRRA Council; 1949 to present, ICA in follow- 
ing positions: Asst. to Deputy Admin., ECA; Asst. Admin. for Operations, ECA; 
Deputy Special Repr. in Europe (with rank of Ambassador); Assoc. Deputy 
Dir. for Mutual Security, DMS; Economic Coordinator, UN Command in Korea, 
FOA and ICA. 

Richard F. F. Tyner—Special Assistant to the Assistant Director, presently 
Acting Assistant to the Director during the detail of C. Tyler Wood to the Draper 
Committee—b. 1906, B.A., M.A., $138,370, GS-15. Sometime instructor and tutor 
in Harvard College; Bureau of the Budget 1944-1948; ICA (ECA, MSA, FOA) 
1948 to present. 

SECRETARIES * 


Mrs. Esther T. Hines, secretary to Mr. Wood, $6,885—GS-9. 

Miss Katharine Livingston, secretary to evaluation team, $5,130—GS-T7. 
Mrs. Rucelle Powell, secretary to evaluation team, $5,430—GS~7. 

Mrs. Margaret Pressing, secretary to evaluation team, $5,280—GS-7. 


1Miss Ruth Harrigan, $4,480, GS—5, served as a secretary in AD/E during the period 
Feb. 24—Dec. 14, 1957. 
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EVALUATION OFFICERS 
presently on staff 


Daniel Anderson—b. 1908, B.A., $16,060—FSO-1. FSO Dept. of State since 
4931, det. ICA 1957. Among other positions held: Counselor of Embassy at 
Lisbon, Madrid, and Saigon. Member of evaluation teams to Spain and Guate- 


me yiliam P. Cochran, Jr.—b. 1902, grad. USNA BS., $17,380—FSO-1. FSO 
Dept. of State since 1928. Among other positions held: Counselor of Embassy 
at Budapest, Rio de Janeiro, Taipei; Con. Gen. Stockholm. Member of evalua- 
tion teams to Greece and Liberia. 

Durward Sandifer—»b. 1900, A.B., M.A., LL.B., Ph.D., $17,880—FSO-1. Dept. 
of State since 1934, appointed FSO 1954. Among other positions held: Deputy 
Asst. Sec’y of State for UN Affairs, and Counselor of Embassy, Buenos Aires. 
Member of evaluation teams to Philippines and Pakistan. 

Henry W. Wiens—h. 1911, A.B., M.A., Ph.D., $15,840—FSR-2. Dept. of State 
1947-1952 ; ICA (FOA) 19538 to present. Among other positions held: Field Repr., 
Am. Red Cross; ICA Mission Director to Iraq. Member of evaluation team to 
Guatemala. 


Former evaluation officers 


James O. Babcock—b. 1906, A.B., M.A., $15,510—FSR-2. Dept. of State 1947- 
1953; ICA 1953 to present. Among other positions held: Attaché at Athens; 
Dir. Tech. Cooperation, Asuncion. Member of evaluation teams to Thailand, 
Laos, and Spain—April 1957 to September 1958. Present position: Mission Di- 
rector, Liberia. 

Elmer H. Bourgerie—b. 1905 B.A. (FS), $16,940—FSO-1. Dept. of State since 
1946, appointed FSO 1947. Among other positions held: Dir. Office of African 
Affairs; Econ. Counselor Embassy, Mexico City. Member of evaluation teams 
to Afghanistan and Liberia September 1957 to September 1958. Present position: 
Foreign Service Inspector. 

Joseph L. Brent—b. 1903, B.A., $16,500—FSR-1. FSO Dept. of State 1927- 
1940; ICA (ECA) 1950 to present. Among other positions held: Dept. Chief of 
Mission Bangkok and Taipei; Mission Director China. Member of evaluation 
teams to Brazil and Pakistan March 1958 to February 1959. Present position: 
Appt. as Mission Dir. pending. 

James Cooley—b. 1905, A.B., LL.B., $17,500—-GS-18. FSO Dept. of State 
1945-1948 ; ICA 1948-1952. Among positions held: General Counsel, ICA. Mem- 
ber of evaluation teams of Afghanistan and Greece, March 1958, and February 
1959. No longer with ICA. 

Russell P, Drake—b. 1901, B.S., M.P.A., $15,400—FSR-1. ICA 1948 to present. 
Among other positions held: Deputy Chief and Director of Mission, Athens. 
Member of evaluation teatas to Pakistan, Liberia, and Ethiopia August 1956 to 
July 1958. Present position: Mission Director, Nepal. 

Hugh Farley—b. 1913, B.A., M.A., $15,000—FSR-1. Dept. of State 1946- 
1948; Member of staff, Nat. Security Council 1948-1954; ICA 1954 to present. 
Among other positions held: Mission Director, Beirut. Member of evaluation 
teams to Taiwan, Iran, Bolivia, and Philippines August 1956 to October 1958. 
Present position: Assistant Director, USOM/Korea. 

Carlos Hall—b. 1900, Georgetown U. Sch. of F.S., $15,000—FSO-1. Appt. 
FSO Dept. of State 1927. Among other positions held: Asst. Chief, Div. of 
Mexican Affairs; Counselor of Embassy, Santiago, Havana, and Caracas. Mem- 
ber of evaluation teams to Peru, Ethiopia, and Laos November 1956 to April 
1958. Present position : Counselor of Embassy, Ankara. 

James S. Killen—b. 1908, $15,400—FSR-1. ICA (ECA) 1949 to present. 
Among other positions held: Mission Director, Belgrade. Member of evaluation 
teams to India and Vietnam August 1956 to September 1957. Present position: 
Mission director, Karachi. 

Poy D. Kohler—b. 1908, B.S. $15,000—FSO-1. Appt. FSO Dept. of State 
1%1. Among other positions held: Dir. Office of International Broadcasting; 
Member of Policy Planning Staff; and Dep. Asst. See’y for European Affairs 








980 UNITED STATES AID OPERATIONS IN LAOS 


Member of evaluation teams to Pakistan, Vietnam, and Bolivia September 195 
to February 1958. Present position: Deputy Asst. Sec’y, Bureau of European 
Affairs, Dept. of State. 

William A. G. Minot *—b. 1916, B.A., $15,840—FSR-2. ICA 1955 to July 1958. 
Among other positions held: Deputy Director, Paris, and Deputy Regional pj. 
rector, Office of Latin American Affairs. Member of evaluation team to Pery 
November 1957 to March 1958. No longer with ICA. 

Gardner E. Palmer—». 1903, B.S., $14,600—FSO-1. Dept. of State 1942, appt, 
FSO 1950. Among other positions held: Deputy Director, USOM/Vietnam ang 
Counselor of Embassy, Siagon. Member of evaluation teams to Taiwan and 
Thailand October 1956 to September 1957. Present position: Deputy Agsistant 
Secretary of State for Far Eastern Economic Affairs. 

Vance Rogers *—b. 1908, B.A., $16,940—FSR-1. ICA 1952 to present. Among 
other positions held: Chief of Field Party, Institute of Inter-American Affairs, 
San Jose and Port-au-Prince; Mission Director Panama and Mexico. Member 
of evaluation team to Korea October 1957 to May 1958. Present position: 
Mission Director, Peru. 

Ray L. Thurston—b. 1913, B.A., M.A., Ph.D., $14,600—FSO-1. Appt. FSo 
Dept. of State 1937. Among other positions held: Director, Office of Eastern 
European Affairs, Counselor of Embassy, Moscow. Member of evaluation 
teams to India and Iran October 1956 to September 1957. Present position: 
Counselor of Embassy, Paris (SHAPE). 

Evan Wilson—b. 1910, A.B., B.A., Oxford, $16,500—FSO-1. Appt. FSO Dept. 
of State 1987. Among other positions held: Cons. Gen. Calcutta, Katmandu, 
and London. Member of evaluation teams to Korea and Brazil September 1957 
to September 1958. Present position: Foreign Service Inspector. 

Arthur N. Young—b. 1890, A.B., LL.D., A.M., Ph.D., LL.B. Consultant to 
Laos Evaluation Team September 1957 through January 1958. Paid $50 per day. 


STAFF ASSISTANTS 


The salaries of the staff assistants detailed to AD/E, as a part of ICA’s 
training program, were not charged to the account of AD/E. Staff assistants 
have been either junior officers or management interns. A list of the staff 
assistants follows: 

Evaluation team 


I i he hs. Rialto get ie India. 
Is Ne cic celcatiinlis Suitlilicia pliniens asian Taiwan. 
eR i a he Sc tgs coe as si gt ech ah Sa asinine Pakistan. 
FO SI i i, 2 Miata Meh tokedknn bieiaaiam ia al Greece. 
ICT a cre aha RS hse ae Brazil. 
I I a i le i ate eal Afghanistan. 
ITT OR a el Bc eae be Setsineesiniels Peru. 

NNN I cr ar ara ep hate ah ies i eters AR ears Guatemala. 
NCL BNR MPO oor a Steere a mnpeeningh at eldn Ginna tee Philippines. 
TOE A OT re ahh mk Se ee eee eee Ethiopia. 
SR TAC Ti NT I cae te ates achat tanga Spe ibaa aih ae een Thailand. 
I a ca i alla ccc cite Pakistan. 
I i ea et elahiie Be cabelas Laos. 
I a a cl ee Bolivia. 
Ludwig Rudel____-__ htm I ca a a i a ae Iran. 

SI hl cece Liberia. 
PNET NN i i a I a, la Korea. 
a Ta a i 8g ke CS 8 Nee hn elwbiidis i A ea Vietnam. 

Se NUNRINIT NICO 8 iis cigs ti SE cried nab eets pul etha nace anc lentes Spain. 


2 William Minot was detailed to AD/E but his salary was not charged to the account 
of AD/E 

° Mr. Vance Rogers was detailed to AD/E but his salary was not charged to the account 
of AD/E. 
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Fiscal yea 


fat....------- 


Thailand - - - - - - 


[ran.---------- 
Ethiopia... -- 
Vietnam. -- 


Fiscal yea 
Bolivia. - .----- 


Afghanistan - - 


Philippines. 
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Greece... . 


Pakistan. 


Guatemala 
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' Domestic | 
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ATTACHMENT D 


Field surveys * 











| | 
Evaluation team Date Members | Travel and 
| per diem 
———————— 5 = es | oe aie ea ke eee a 
Fiscal year 1957 | } 
SE insincccccncesa October-December 1956_| Hugh Farley, evaluation officer; Gard- $10, 500 
| | ner E. Palmer, evaluation officer; 
Frank Arrington, staff assistant 
EE ithira<e-<=< PS i See | James S. Killen, evaluation officer; 9, 300 


{ | Ray L. Thurston, evaluation officer; 
Peter Ales, staff assistant. 

Siig ssccee-cceeo= ei ‘ s | Russell P. Drake, evaluation officer; 8, 925 
Foy D. Kohler, evaluation officer; 
Donald Block, staff assistant 


SE o~0ss0neinctssen November-December | William A. G. Minot, evaluation offi- | 4, 050 
| 1956. cer; Carlos Hall, evaluation officer; 
} | Leonard Horwitz, staff assistant. | 
mhailand...-..-.---------| April-June 20, 1957-- James O. Babcock, evaluation officer; | 9,915 
| | Gardner E. Palmer, evaluation offi- 
cer; Herman J. Nissenbaum, staff | 
| | assistant 
td.si.-.-=--225..-..-| Apr. 20-June 25, 1957.._.| Hugh Farley, evaluation officer; Ray | 8, 465 


| L. Thurston, evaluation officer; 
| Ludwig Rudel, staff assistant. 
Ethiopia... April-June 1957. __ | Russell P. Drake, evaluation officer; | 8, 295 
Carlos Hall, evaluation officer; 
Leonard Kornfeld, staff assistant 





Vietnam....------ aie | James §. Killen, evaluation officer; | 10, 150 
| | Foy D. Kohler, evaluation officer; | 
| Thomas Tidd, staff assistant. | 
Fiscal year 1958 | 
Bolivia... -- ; --<n---| Oct. Dec. 6, 1967.... Hugh Farley, evaluation officer; Foy | 6, 495 
| D. Kohler, evaluation officer; F. J. | 
Rivera, staff assistant. 
La0s..----- 7 ben Oct. 11-Dec. 15, 1957....| James O. Babcock, evaluation officer; 15, 475 


Carlos Hall, evaluation officer; 
Arthur N. Young, consultant; | 
Athos Revelle, staff assistant. | 
Korea..... : Oct. 15-Dec. 15, 1957....| Vance Rogers, evaluation officer; | 9, 225 
Evan Wilson, evaluation officer; | 
Thomas Stern, staff assistant. 
Liberia. ...- 9 Oct. 10—Dec. 20, 1957... Russell P. Drake, evaluation officer; 
Elmer H. Bourgerie, evaluation 
officer; John Snell, staff assistant. 
Afghanistan - - - - Apr. 6-June 8, 1958__ James Cooley, evaluation officer; 
Elmer H. Bourgerie, evaluation 
officer; Erie Griffel, staff assistant 
Philippines - Apr. 10-June 17, 1958_. Hugh Farley, evaluation officer; Dur- | 10, 825 
ward Sandifer, evaluation officer; | 
Raymond E. Kitchell, staff assist- 
ant’ 
Brazil..... |} Apr. 24-June 24, 1958 Joseph L. Brent, evaluation officer; 
Evan Wilson, evaluation officer; 
Raymond Cohen, staff assistant 
24-June 30, 1958 James O. Babcock, evaluation officer 5, 097 
Daniel Anderson, evaluation officer 
Christopher Weeks, staff assistant 


7, 375 


10, 050 


on 
> 
ow 

on 


Spain. 


- 


Fiscal year 1959 
Greece... Oct. 5-Dec. 15, 1958 James Cooley, evaluaeion officer; W il- 7, 500 
liam P. Coehran, Jr., evaluation 
officer; William Cassels, staff assist- 


int 
Pakistan. Oct. 3-Dec. 15, 1958 Joseph L. Brent, evaluation officer; 11, 205 
Durward Sandifer, evaluation offi- 
cer; Richard Patten, staff assistant. 
Guatemala ‘ Oct. 31-Dec. 31, 1958. Henry W. Wiens, evaluation officer; 3, 900 


Daniel Anderson, evaluation officer; 

Henry Johnson, staff assistant | 
Caribbean DOT’s. Li- |_. ‘hese evaluations to be undertaken 2 20, 395 
beria, participant train- this spring 
ing activities 


' Domestic travel in the amount of $555 for fiscal year 1957, $1,102 for fiscal year 1958, and $260 for fiscal 
year 1959 not prorated by evaluation teams 


? Estimated. 
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APPENDIx III-3 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
FOREIGN OPERATIONS AND MONETARY AFFAIRS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 

Washington, D.C., July 24, 1959. 
Hon. JAMES W. RipDLEBERGER, 
Director, International Cooperation Administration, 
Washington, D.C. 


Deak Mk. RIDDLEBERGER: Reference is made to my letter of February 26, 1959 
and Mr. Saccio’s reply thereto, relative to the request of the Foreign Operations 
and Monetary Affairs Subcommittee for copies of all reports, memorandums, and 
other evaluation documents, both interim and final, that have been prepared by 
the ICA Office of Evaluation. 

At this time, I am specifically requesting the most recent Office of Evaluation 
reports concerning ICA operations in Laos and Vietnam, and in doing so all 
your attention to sections 533A(d) and 534(b) of the Mutual Security Act of 
1959, which provide as follows: 

Section 533A (d): “Expenses of the Office of the Inspector General and Comp- 
troller with respect to programs under this Act shall be charged to the appro- 
priations made to carry out such programs: Provided, That all documents, pa- 
pers, communications, audits, reviews, findings, recommendations, reports, and 
other material which relate to the operation or activities of the Office of Inspec. 
tor General and Comptroller shall be furnished to the General Accounting Office 
and to any committee of the Congress, or any duly authorized subcommittee 
thereof, charged with considering legislation or appropriation for, or expendi- 
tures of, such Office, upon request of the General Accounting Office or such com- 
mittee or subcommittee as the case may be.” 

Section 534(b) : “All documents, papers, communications, audits, reviews, find- 
ings, recommendations, reports, and other material which relate to the operation 
or activities of the International Cooperation Administration shall be furnished 
to the General Accounting Office and to any committee of the Congress, or any 
duly authorized subcommittee thereof, charged with considering legislation or 
appropriation for, or expenditures of, such Administration, upon request of the 
General Accounting Office or such committee or subcommittee as the case may 
be.” 

Sincerely yours, 


PortTER Harpy, Jr., Chairman. 


APPENDIX III-4 


{For immediate release from James C. Hagerty, Press Secretary to the President. The White 
House, July 24, 1959}, 


STATEMENT BY THE PRESIDENT 


I have today signed H.R. 7500, a bill amending the Mutual Security Act of 1954. 
Three amendments made by the bill concern disclosure by the executive branch 
of information, documents, and materials relating to the mutual security program 
or certain of its aspects. 

I have signed this bill on the express premise that the three amendments re- 
lating to disclosure are not intended to alter and cannot alter the recognized 
constitutional duty and power of the Executive with respect to the disclosure of 
informaion, documents, and other materials. Indeed, any other construction 
of these amendments would raise grave constitutional questions under the historic 
separation of powers doctrine. 

In this connection, I am constrained to emphasize once again that it is estab- 
lished policy of the executive branch to provide the Congress and the public with 
the fullest possible information consistent with the public interest. This policy 
will continue to guide the executive branch in carrying out the mutual security 
program so that there may be a full understanding of the program and its vital 
importance to the national security. 





Hon. Port 
C hairm an, 
Comm 
ington 


Dear M 
jn which y 
operations 

Your re 
the whole 
by the De 
tration. - 
State to a 
tional groi 

In supp 
section 53: 
1959. Th 
United St 
the stater 
1959, whic 

“I have 
1954. Th 
branch of 
program ¢ 

“T have 
relating t 
constituti 
informati 
these ame 
separatio. 

“In thi 
establishe 
publie wi 
This polic 
security ] 
its vital in 

The re 
evaluatio 
to the Se 
tive Clar 
type of ii 
of separa 
Rogers be 
Committe 
including 
expresset 
to undert 
therein. 

As you 
rare exce 
to the su 
on groun 
operation 

With e 

Si 





m- 


1d- 
on 
ed 
ny 


the 
ay 


rite 


N54. 
nch 
am 


» of 
‘jon 
ric 


tab- 
vith 
licy 
rity 
ital 


UNITED STATES AID OPERATIONS IN LAOS 983 


AppENpDIx III-5 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., August 5, 1959. 

Hon. PORTER Harpy, Jr., 

Chairman, Subcommittee on Foreign Operations and Monetary Affairs of the 
Committee on Government Operations, House of Representatives, Wash- 
ington, D.C. 

Deak Mr. CHAIRMAN: This is in response to your letter dated July 24, 1959, 
in which you request the most recent Office of Evaluation reports concerning ICA 
operations in Laos and Vietnam. . 

Your request for these reports has received close and careful attention and 
the whole question of your receiving these reports has been reviewed in detail 
by the Department of State including the International Cooperation Adminis- 
tration. After such review I have been directed by the Acting Secretary of 
State to advise you that we must decline to honor your request on the constitu- 
tional ground of Executive privilege. 

In support of your request your letter calls attention to section 533(a) and 
section 5384(b) of the Mutual Security Act of 1959, which became effective July 24, 
1959. These statutes do not and, in fact, cannot amend the Constitution of the 
United States. And, in that connection, I should like to call your attention to 
the statement which the President made in signing the Mutual Security Act of 
1959, which I quote in full, as follows: 

“J have today signed H.R. 7500, a bill amending the Mutual Security Act of 
1954. Three amendments made by the bill concern disclosure by the executive 
pranch of information, documents, and materials relating to the mutual security 
program or certain of its aspects. 

“TI have signed this bill on the express premise that the three amendments 
relating to disclosure are not intended to alter and cannot alter the recognized 
constitutional duty and power of the Executive with respect to the disclosure of 
information, documents, and other materials, Indeed, any other construction of 
these amendments would raise grave constitutional questions under the historic 
separation of powers doctrine. 

“In this connection, I am constrained to emphasize once again that it is 
established policy of the executive branch to provide the Congress and the 
public with the fullest possible information consistent with the public interest. 
This policy will continue to guide the executive branch in carrying out the mutual 
security program so that there may be a full understanding of the program and 
its vital importance to the national security.” 

The reasons for withholding the type of information represented by the 
evaluation reports were set forth in the President’s letter of May 17, 1954, 
to the Secretary of Defense, and his letter of November 12, 1958, to Representa- 
tive Clare Hoffman. And, the constitutional basis for the right to withhold this 
type of information which is based on the fundamental constitutional doctrine 
of separation of powers is fully set forth in the statement of Attorney General 
Rogers before the Subcommittee on Constitutional Rights of the Senate Judiciary 
Committee on March 6, 1958. As an executive agency the Department of State, 
including the International Cooperation Administration, shares the legal position 
expressed by the Attorney General, and I assume that there is no need for me 
to undertake to restate the basic position and underlying reasoning as set forth 
therein. 

As you are fully aware, the case of the evaluation reports has represented a 
rare exception to the general policy of this agency to make its records available 
tothe subcommittee. The withholding of these reports in this case is made only 
on grounds of what the Department of State, including the International Co- 
operation Administration, considers to be the public interest. 

With every good wish, 

Sincerely yours, 


JAMES W. RIDDLEBERGER. 
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APpPENDIx III-6 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
FOREIGN OPERATIONS AND MONETARY AFFAIRS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D.C., August 6, 1959. 

Hon. JAMES W. RIDDLEBERGER, 

Director, International Cooperation Administration, 

Washington, D.C. 


DEAR Mr. RIpDLEBERGER: I have received and read your letter of August 5 
1959, in which you formally deny my subcommittee access to the reports on 
Laos and Vietnam prepared by your Office of Evaluation. 

Your concluding paragraph conveys implications to which I must take excep- 
tion, since, as you should know, the present instance is by no means the only 
occasion on which information has been withheld from the Congress. A 

You also suggest that these reports are being withheld by the International 
Cooperation Administration and the Department of State “in the public ip. 
terest.” Permit me to remind you, sir, that we have had good reason in the past 
to learn that documents withheld from the subcommittee and obtained by us 
only through diligent investigative effort (in some cases from sources outside the 
Government) frequently contain factual information about administrative and 
operational deficiencies. 

Concealment of deficiencies can hardly be construed as being in the public 
interest. This denial of information also enables the executive branch to avoid 
public criticism and censure. 

It is the responsibility of the Congress to fund and to oversee expenditures 
by the executive branch. We cannot properly fulfill this responsibility if we are 
denied essential information. 

I cannot accept your reply as closing the matter. The means for the Con- 
gress to obtain this essential information are contained in my amendment to 
the mutual security appropriations bill (H.R. 8385) now before the Senate 
for consideration. If that bill becomes law, and I feel certain it will, I 
shall again call upon you to produce for examination the aforesaid documents. 

Sincerely yours, 
PorTER Harpy, Jr., Chairman. 


x 











